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Every  person  vwho  maliciously 
cuts,  deldces.  breaks  or  injures 
any  tx>ok,  map,  chart,  picture, 
engraving,  statue,  com,  model, 
apparatus,  or  other  work  ol  lit- 
erature, art,  mechanics  or  ob- 
ject ol  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
ol  a  misdemeanor. 
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How  to  get  cash  in  five  times  as  many 
places  as  American  Express. 

Whether  you  need  rupees 
for  a  rug  in  Kashmir,  or 
dollars  for  an  emergency 
in  Seattle,  your  Visa"  card  is  the 
easiest  way  to  get  cash. 

Because  the  Visa  symbol  |  '^-'^f 
means  you  have  instant  access 
to  dollars  or  drachmas,  cruzeiros 
or  pesos  at  over  180,000  banks  in  the^ 
US.  and  abroad. 

That's  more  than  five  times  as  many  places 
around  the  world  as  American  Express. 

There  are  also  over  8,000  cash  machines 
where  you  just  enter  your 
personal  I.D.  number 
and  Visa  card  and 
you  leave  with  cash. 

Next  time  you  travel,  look  for 
the  Visa  symbol.  It  means  easy 
access  to  cash  in  any  language 


V/SA 


It's  everywhere  you  want  to  be. 


My  clients  can  count  on  me  for 
straight  answers!' 


Lois  Appleby 
Merrill  Lynch  Financial  Consultant 


"1  believe  a  good  working  relationship  must  be  an  open  one.  It's 
the  surest  way  1  know  to  keep  coming  up  with  the  right  solutions. 

"That's  why  1  start  by  asking  you  about  your  long  range  goals 
and  how  much  risk  you're  comfortable  with.  We'll  also  set  your 
priorities  on  the  basic  financial  needs  like  asset  management, 
credit  management,  insurance,  and  tax  minimization." 

Lois  has  better  solutions  because  she  has  all  the  resources  of 
Merrill  Lynch  at  her  fingertips. 

Put  a  professional  Financial  Consultant  like  Lois  Appleby,  plus 
the  strength  of  Merrill  Lynch,  to  work  for  you.  Call  1  800-637-7455, 
Ext.  9613  for  your  local  Merrill  Lynch  office. 


Merrill  Lynch 


1  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc.  Member  SIPC. 


THE  WORUrS  FASTEST-ACCELEI 


"Every  time  a  BMW  rolls  up  to  our  door," 
writes  Car  and  Driver,  "it  brings  along  a 
postgraduate  course  in  automotive  science'. 

No  BMW  makes  the  experience  of 
learning  more  thrilling  than  the  535i. 


Its  3.5-liter  in-line  six  does  0  to  60  in 
7.4  seconds.  So  you'll  never  find  yourself 
gazing  out  the  window  in  boredom. 

And  this  most  powerful  BMWengine 
ever  offered  in  the  U.S.  is  combined  with 


a  syllabus  of  racecourse-proven  sys 
other  car  makers  turn  to  for  instruc 
The  engine's  response  is  tutor 
a  data  processor  that  calculates  fuc 
injection  to  the  thousandth  of  a  se 


IG  INSTITUn  OF  TECHilOIOGli: 


ioad  scholarship  is  earned  by  an 
ationally-patented  fully-independent 
nsion  and  steering  "by  which  other 
ns  should  be  judged"(Road  &Track). 
'here  are  computerized  systems  to 


prevent  skids  in  panic  stops  and  alert  you 
when  it's  exam  time  for  basic  components. 

The  535i  even  offers  financial 
assistance.  Thanks  to  leasing  programs 
available  at  participating  BMW  dealers 


through  the  BMW  Credit  Corporation. 

No  deserving  car  enthusi- 
ast should  miss  the  many  joys  of 
higher  education. 
THE  ULTIMATE  DRIVING  MACHINE. 
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The  editorial  index  of 
companies  referred  to 
in  this  issue  is  on  pages 
128  and  129. 


82    Cummins  Engine  Co. 

Matching  Japanese  competitors'  prices  was  one 
matching  their  costs  another. 


thing, 


COVER  STORT 


71    Shake,  Rattle  And  Clonk 

This  year  an  estimated  $150  billion  will  be  spent  to  repair   

everything  from  automobiles  and  televisions  to  the  back-  INDUSTRIES 
yard  steps.  So  why  don't  we  get  more  for  all  that  money? 


86   SnyderGeneral  Corp. 

Singer  Co.  thought  air-conditioning  was  a  dead-end  busi- 
ness. That  gave  Richard  Snyder  the  chance  to  make  out 
beautifully. 


COMPANIES 


33    Bacardi  Corp. 

Bacardi  rum  is  the  envy  of  the  liquor  industry.  But  appar- 
ently liquor  and  bond  trading  don't  mix. 

40   Rochester  Telephone  Co. 

Progressive  Rochester  Tel  is  buying  mossbound  rural  tele- 
phone outfits.  Why? 

47   Whittaker  Corp. 

Its  chairman  says  the  fun  will  soon  begin.  That  may  be. 
But  fun  for  whom? 

51    W.A.  Krueger  Co. 

Now  that  Krueger  has  become  a  top  commercial  printer,  it 
must  somehow  ride  out  a  downturn  in  the  industry. 

54   The  Up  &  Comers:  Hogan  Systems,  Inc. 

"We  forgot  about  the  clients,"  admits  its  chief  executive. 

56   The  Up  &  Comers:  Ceradyne,  Inc. 

How  foel  Moskowitz  found  despair  and  debt  and,  ulti- 
mately, happiness  in  the  arms  of  other  companies. 


34  Savings  And  Loans 
Brokering  big  loans  for  little  thrifts  seemed  like  a  great 
idea  when  Siscorp  got  started.  But  you  know  what  they  say 
about  fools  and  their  money. 

50    Pension  Funds 

Do  pension  fund  sponsors  know  where  their  $1  billion  in 
soft-dollar  commissions  is  going? 

60  Mining 

Gold  prices  are  down,  but  a  U.S.  gold  rush  is  under  way. 
62  Gambling 

Allen  Click  is  rich  and  a  celebrity,  which  is  more  than  you| 
can  say  about  most  of  his  former  Las  Vegas  associates. 

INTERNATIONAL  

35  International  Investment  Banking 

It  is  risky  and  turbulent,  but  the  largest  U.S.  commercial 
banks  are  diving  in. 

46    Facsimile  Transmission 

How  the  Japanese  beat  the  U.S.  producers  to  dominate  the 
lucrative  fax  market. 
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A  Texas  glimmer 


96  Kicis  and  drugs  ^ 


As  I  See  It:  Global  Marketing 

w  the  croissant  came  to  Harvard  Square,  and  other 
)ughts  from  marketing  expert  Theodore  Levitt. 


IGIONS  

A  Bright  Spot  In  Texas 

rt  Worth  woke  up  just  in  time  from  the  statewide 
usion  that  prosperity  is  a  Texan's  divine  right. 


NESTING  

New  Issues 

re's  a  tip,  and  a  caveat,  on  playing  the  new-issue  boom. 

The  Funds:  Third  World  Stocks,  Third  Rate  Results 
iind  for  developing  world  stocks  gets  off  to  a  bad  start. 

)  The  Funds:  The  Costly  Pacifier 

len  the  customer  insists  on  buying  a  silly  product,  let 
n  have  it. 

I  Statistical  Spotlight:  Everything  Is  Relative 

an  18  times  earnings  market,  low-P/E  investors  some- 
les  bend  the  rules  and  settle  for  medium-low  multiples. 

I  The  Money  Men:  Bernard  Klawans 

is  cautious  investor  has  profited  nicely  on  widows'  and 
ihans'  stocks,  and  by  keeping  his  overhead  down. 

i  Streetwalker 

;hat  with  insider-trading  prosecutor  Rudolph  Giuliani; 
ormation  International,  Inc.;  Alpha  Industries,  Inc.; 
Iman  Sciences,  Inc.;  NL  Industries,  Inc. 


ON  THE  DOCKET  

58    Deregulation  Strikes  Again? 

Larry  Hunts  thought  he  was  in  good  hands  with  Sears. 
Now  he's  suing  the  retailer  for  $100  million. 


TAXING  MATTERS  

84    Cobra's  Bite 

Executives  can  comply  with  a  new  health  insurance  law, 
or  they  can  pay  more  personal  income  taxes. 


MARKETING  

88    The  Celebrity  Is  The  Message 

The  Japanese  love  .  .  .  Western  pop  stars?  Also:  Tea  for 
two,  but  make  it  decaf. 


SCIENCE  &  TECHNOLOGY  

90    Follow  The  Money 

Hospitals  are  jumping  into  the  insurance  business,  and 
vice  versa. 


PERSONAL  AFFAIRS  

96    "We're  All  Sweating  Blood  Over  This" 

Do  better  schools  do  a  better  job  controlling  students'  use 
of  drugs?  Do  parents  even  dare  ask  about  it? 


CAREERS  

98   Everyone  Has  To  Start  Somewhere 

Your  first  job,  it  turns  out,  is  less  important  than  your 
second. 


CES  BEHIND  THE  FIGURES 


X  William  Young,  BankAmerica 

X  Paul  Biirgi,  Usego-Waro  Group 

>  Richard  Gilmore,  GIC  Agricultural  Group 

y  Richard  Simmons,  Allegheny  Ludlum  Steel 
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ogy.  "Shake,  rattle  and  clonk"  starts  on  page  71. 
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Here  we  go  again 

Ignoring  all  experience  and  throwing  such  considerations  a' 
book  value  and  price/earnings  ratios  to  the  winds,  the  public  i' 
rushing  in  again  to  buy  new  issues.  Drawing  on  Forbes'  uniqui. 
database,  Richard  Stern  and  Paul  Bornstcin  have  some  smari 
advice  for  would-be  investors  in  initial  public  offerings.  Page  30. 


Dr.  Prudential? 

Here's  a  fact  to  startle  you: 
Last  year  health  care  crowded 
food  as  the  single  biggest  item 
in  the  American  budget. 
That's  right.  Food,  the  seeking 
of  which  was  for  so  long  man's 
most  urgent  need,  absorbed 
11,9%  of  the  gross  national 
product,  while  health  care, 
once  a  luxury,  soaked  up 
11.4%. 

Thirty  years  ago  the  propor- 
tions were  quite  different: 
food,  17%;  health  care,  4.4%. 

Yet  while  health  care 
booms,  hospitals  are  closing 
and  physicians  are  complain- 
ing about  a  squeeze  on  earn- 
ings. What's  happening,  of 
course,  is  that  a  big  effort  is 
under  way  to  stop  the  spiraling  of  medical  costs.  As  ever,  change 
spells  opportunity  for  some  and  disaster  for  others.  In  "Follow 
the  money,"  Geoffrey  Smith  reports  that  vertical  integration  is 
under  way  in  health  care:  Insurance  companies  are  getting  into 
health  care,  and  health  care  companies  are  moving  into  insur- 
ance. Technology  section,  page  90. 

An  opportunity  well  seized 

Worlcily  I'oicer.  by  Edward  Scharff,  is  the  story  of  how  the  Wali 
Street  Jounuil  grew  from  narrow  beginnings  to  become  our  first 
national  newspaper,  setting  new  standards  of  journalistic  quali- 
ty along  the  way.  The  Jounuil  was  in  the  right  place  when 
economics  began  to  crowd  politics  for  media  attention,  but  it 
was  the  late  Bernard  Kilgore,  a  man  stubbornly  out  of  the 
intellectual  and  publishing  mainstream,  who  seized  the  oppor- 
tunity and  gave  the  paper  the  leadership  that  carried  it  to 
greatness.  More  than  the  story  of  a  newspaper,  Wor/d/y  Power  is 
about  finding  a  niche  in  a  marketplace  and  filling  it  so  well  that 
rivals  cannot  easily  steal  your  lead.  This  book  is  no  puff  job: 
Scharff  does  not  gloss  over  the  paper's  mistakes  nor  the  person- 
alities responsible — most  notably  a  recent  managing  editor.  A 
magnificent  read.  (Beaufort  Books,  305  pages,  $18.95.) 
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Editor 


6. 


Pleasure  Trip 

Don't  let  radar  spoil  it:  Remember  your  Passport 


Imagine  setting  out  on  a  long  day's 
drive  and  not  ha\  ing  to  worn-  about 
radar.  Seeing  America  might  be  fun 
again  if  you  didn't  ha\  e  to  watch  it 
unfold  in  the  rean  iew  mirror 

PASSPORT  means 
low-profile  protection 

PASSPORT  has  exactl\-  what  the 
vacationing  dri\  er  needs:  advanced 
radar  protection,  yet  none  of  the 
nuisances  you've  come  to  expect 
of  ordinary  radar  detectors. 

The  experts  at  Car  and  Drive)' 
magazine  gave  us  a  rave  review:  "In 
a  word,  the  Passport  is  a  winner." 

Our  customers  agree,  even 
though  we  alkw  them  ample  cppor 
tunity  to  do  otherwise.  Every  Passport 
is  sold  with  the  promise  that  it  will 
live  up  to  the  customer's  highest 
hopes,  not  just  our  claims.  If  it  doesn  t 
satisfy  within  the  first  30  days,  it  can 
be  sent  back  for  a  full  refund. 

PASSPORT  has  been  on  the 
market  just  over  a  year  and  already 
our  money  back  offer  has  been 
declined  a  quarter  of  a  million  times. 
So  we'll  stand  on  our  record. 


PASSPORT  means 
the  size  of  a  cassette  tape 

PASSPORT  pro\ides  superhetero- 
dyne performance  in  a  package  the 
size  of  a  cassette  tape.  This  miniatur- 
ization is  possible  only  with  SMDs 
( Surface  Mounted  Devices),  micro- 
electronics common  in  satellites  but 
unprecedented  in  radar  detectors. 

All  \'ou  do  is  clip  PASSPORT  to 
your  dashtop,  windshield  or  visor, 
plug  it  in,  and  adjust  die  x  olume.  Upon 
radar  contact,  the  alert  lamp  glows 
and  the  variable-pulse  audio  begins 
a  slow  warning:  "beep"  for  X  band 
radar,  "brap"  for  K  band.  Simulta- 
neously a  bar  graph  t^f  Hewlett-Packard 
LEDs  shows  radar  proximity. 
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As  you  get  closer,  the  pulse 
quickens  and  the  bar  graph  lengthens. 
PASSPORT  watches  for  radar  so  you 
can  watch  the  road. 

PASSPORT  comes  with  a  leather 
tra\  el  case  and  e\  er\thing  necessary 
to  get  you  on  the  road  in  seconds, 
no  matter  what  car  \'Ou  drive.  And  one 
more  convenience  — we  deliver  We 
make  PASSPORT  in  our  own  factory 
in  Cincinnati  and  we  .sell  direct  to  you. 

PASSPORT  means 
an  easy  fit  in  your  travel  case 

Call  toll  free.  We'll  answer  your 
questions.  If  you  decide  to  buy, 
we'll  ship  b\'  UPS  the  next  business 
day  at  our  expense.  For  $6.00  extra. 
Federal  Express  will  deliver  to  you 
within  two  business  days  of  shipment. 

And  once  again,  we  make  this 
promise:  if  you're  not  satisfied  within 
30  da\'s,  return  PASSPORT  We'll  remind 
yt)ur  purchase  and  your  shipping 
costs.  There  are  no  hidden  charges. 
Moreover,  PASSPORT  is  backed  by 
a  one-year  limited  warranty. 

Next  time  you  set  out  on  a  pleas- 
ure trip,  don't  forget  your  PASSPORT. 


$295  ( OH  res.  add  $16.23  tax ) 

Slightls  higher  in  Canada 


VISA 
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PASSPORT 

RADAR-RECEIVER 


CaU  ToU  Free  800-543-1608 

Cincinnati  Microwave 
Department  OlO"^ 
One  Microwave  Plaza 
Cinrinnafi  Ohio  4^206-0100 


Trends 


Edited  by  John  A.  Conway 


nered  "very  favorables"  from  only 
30%,  putting  them  below  federal 
workers,  who  scored  33%.  Lowest  of 
all  were  union  leaders,  ranked  posi- 
tively by  only  20%.  The  same  atti- 
tudes prevailed  on  the  subject  of  polit- 
ical influence.  Asked  who  had  "too 
much,"  73%  named  union  leaders, 
73%  executives  and  75%  "foreign 
companies."  Only  16%  named  entre- 
preneurs and  3%,  small  businessmen. 


The  corporate  B.M.O.C. 

The  big  man  on  campus  may  find 
himself  sporting  a  three-piece  suit 
and  a  corporate  tie  as  more  companies 
set  up  their  own  training  schools.  The 
parents  value  these  "campuses"  at  an 
average  $20  million  apiece,  according 
to  a  survey  by  Harold  Lazarus  of  New 
York's  Hofstra  University  and  Walter 
Green,  whose  Glen  Cove,  N.Y.  firm 
runs  half  a  dozen  of  them.  The  can- 
vass found  that  25  of  the  top  1,000 
U.S.  corporations  now  run  such 
schools,  10  of  them  created  in  the  last 
six  years.  The  list  includes  Merrill 
Lynch,  Kodak,  Xerox,  Burroughs,  Pit- 
ney Bowes,  General  Electric,  Cigna, 
ATaT,  S.C.  Johnson,  IBM  and  Allied 
Signal.  About  85%  are  located  apart 
from  company  head-  "Vvy 


quarters,  many  on  suburban  and  es 
tate  locations.  Green  says,  and  all  pro 
vide  dining  and  living  quarters  foi 
courses  averaging  three  days,  but 
ranging  up  to  a  month. 


Management,  meet  labor 

Labor  Secretary  William  Brock  and 
the  Administration  want  more  la- 
bor-management cooperation,  even  if 
it  involves  rewriting  the  labor  laws 
The  Labor  Department  will  conduct  a 
two-year  study  of  laws  and  regula- 
tions that  discourage  such  teamwork. 
Running  it  will  be  Deputy  Under  Sec- 
retary Stephen  Schlossberg,  an  18- 
year  veteran  of  the  United  Auto 
Workers  and  its  former  general  coun 
sel.  Brock  is  "deeply  committed"  to 
cooperative  arrangements,  Schloss- 
berg says,  citing  deals  like  the  one 
between    General    Motors'  Saturn 
Corp.  and  the  UAW,  which  will  get 
preferential  hiring  in  exchange  for 
flexible  work  rules.  (A  right-to-work 
group  is  already  challenging  the  Sat 
urn  arrangement.)  Schlossberg  cited 
problems  that  can  block  labor-man- 
agement cooperation,  noting  how  pro 
fessors  at  New  York's  Yeshiva  Uni- 
versity lost  the  right  to  bargaining 
^  protection  after  taking  part  in  man 
agement  decisions.  Another  difficul 
ty,  he  said,  is  that  talking  informally 
with  workers  can  look  like  trying  to 
form  company  unions  or  to  bypass 
collective  bargaining. 


Wiring  the  SEC 

The  SEC  IS  rethinking  its  plan  to 
transform  the  mountains  of  docu- 
ments filed  with  it  into  an  electronic 
system.  The  commission  started  this 
Edgar  program  (for  "electronic  data 
gathering,  analysis  and  retrieval")  in 
1984  with  a  pilot  project  involving 
Arthur  Andersen,  IBM  and  Dow  Jones 
to  test  computer  filings  of  everything 
from  annual  reports  to  registration 
statements.  The  hope  was  to  make  9 
million  pages  of  filings  a  year  both 
more  manageable  and  more  accessi- 
ble. About  360  mutual  funds  and 
companies  are  helping  work  out  the 
bugs  for  a  system  the  commission 
would  like  to  mandate  for  all  12,000 
public  companies  by  the  end  of  1989. 
The  SEC,  naturally  worried  about  se- 
curity, decided  on  passwords,  plus 
"personal  identification  numbers" 
(PINs),  to  allow  issuers  to  authenti- 
cate their  filings.  So  far,  companies 
have  filed  more  than  6,300  docu- 
ments electronically,  most  of  them 
signed  with  PINs.  The  SEC  was  think- 
ing of  asking  for  public  comment  on 
whether,  among  other  things,  it 
should  require  electronic  filing,  up- 
date its  rules  for  the  process,  or  drop 
PINs  (for  which  it  would  need  a  sub- 
stitute). It  expects  proposals  in  Sep- 
tember for  a  full-scale  Edgar,  to  cost 
$5  million  a  year  over  seven  years. 


Where  the  public  stands 

Entrepreneurs  and  small  business- 
men create  two-thirds  of  the  new 
jobs  in  the  U.S.,  but  not  too  many 
people  realize  it,  according  to  a  na- 
tional sampling  of  more  than  1,000 
people  by  John  Jackson,  a  professor  of 
political  science  at  the  University  of 
Michigan.  Nearly  68%  thought  cre- 
ation of  jobs  and  wealth  were  impor- 
tant, but  about  the  same  number 
called  big  corporations  the  prime 
source  of  economic  opportunity.  Only 
58%  saw  small  business  as  equally 
important,  and  only  55%  rated  entre- 
preneurs that  well.  Still,  62%  felt 
"very  positively"  toward  small  busi- 
nessmen, ranking  them  third,  behind 
farmers  (favored  by  76%)  and  teachers 
(who  scored  75%).  Entrepreneurs 
came  fourth,  with  'very  favorable" 
feelings  from  nearly  57%.  In  the  pits 
were  corporate  executives,  who  gar- 


The  two-hatted  M.B.A. 

Masters  of  Business  Administra- 
tion are  now  as  common  as 
Brooks  Brothers  suits,  but  the  Darden 
School  at  the  University  of  Virginia  is 
adding  a  few  furbelows.  One  is  a  com- 
bination M.B.A.  and  master  of  arts  in 
East  Asian  studies.  Instead  of  two 
years  for  an  M.B.A.,  students  spend 
three  years — 36  straight  months — get- 
ting the  M.B.A.  basics,  plus  language, 
history,  philosophy  and  anthropology 
in  their  specific  field.  The  first  four- 
student  class  began  its  third  year  in 
May  with  a  six-month  work-study 
program  in  Japan.  Among  the  compa- 
nies offering  apprenticeships  in  Japan 
are  Sumitomo  Chemical,  General 
Motors,  IBM  and  Deloitte,  Haskins 
Sells.  Others,  such  as  Merrill  Lynch 
and  McKinsey  &.  Co.,  are  interested. 
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Dennis  Conner:  A  life  at  full  sail. 


Sails  taut,  a  trim  boat  slices  the 
punishing  waves.  A  square-jawed 
man  angles  into  the  whipping 
wind.  The  sea  has  met  its  master. 
Dennis  Conner  is  at  the  helm. 

Renowned  yachtsman.  Au- 
thor Entrepreneur  Mr  Conner's 
talents  were  honed  on  challenge. 
On  a  deck  or  at  a  desk,  he's  a  natu- 
ral competitor  Unsparing  of 

Submariner.  Oyster  Perpetual.  Oyster  are  trademarks 


himself.  Unflinching  in  his  com- 
mitment to  excellence. 

Many  consider  him 
America's  foremost  racing  skip- 
per Scores  of  sailing  honors 
confirm  that  judgment.  The 
America's  Cup,  an  Olympic 
medal  and  world  championships 
among  them. 

The  skills  sharpened  at  sea 


serve  him  equally  well  ashore.  As 
a  businessman.  As  a  lecturer  And 
as  commodore  of  his  yacht  club. 

Predictably,  Dennis 
Conner's  timepiece  is  a  Rolex. 
The  watch  that  wins  accolades 
for  its  performance  in  water  The 
one  universally 
acclaimed  first  ^^|^ 

ROLEX 


in  its  class. 


The  Submariner  Date  (h  ter  i^pctual  ui  Itiki.  gold  with  Qr^'ster  bracelet. 

Wntc  for  brochure.  Rolex  Watch  U.S.A.,  Inc.,  Dept.  94 2, Rolex  Building,  665  Fifth  Avenue.  New  York,  N.Y  10022.  ©  m4. 
World  headquarters  in  Genei'a.  Other  offices  in  Canada  and  major  countries  around  the  world. 
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The  ItDtoiisine  sel 

A  market  where  long  is  always  better. 


The  cost:  $50,000  per  student,  includ- 
ing $25,000  or  so  in  scholarships  from 
Darden.  Dean  John  Roscnblum  says 
the  school  has  launched  more  two-in- 
one  degrees,  including  one  in  govern- 
ment, one  in  public  administration 
and  foreign  affairs  and  another  in  law, 
and  has  still  others  in  the  works  that 
will  specialize  in  Latin  American 
studies,  European  studies,  and  archi- 
tecture and  urban  planning. 


Million-dollar  Congress 

Budget  or  no  budget,  Capitol  Hill 
will  probably  spend  up  to  $1.9 
billion  on  itself  this  year,  21%  more 
than  it  spent  in  fiscal  '85,  says  the  Tax 
Foundation,  one  of  Washington's 
many  unofficial  watchdogs.  In  the 
House  alone,  spending  is  expected  to 
reach  $472  million,  or  $1.1  million 
per  representative.  In  the  Senate,  the 
Foundation  says,  spending  should 
reach  $297  million,  or  $3  million  per 
senator.  Joint  activities  of  the  two 
houses  will  cost  more,  too — $152  mil- 
lion— mainly  because  of  a  big  rise  in 
mailing  costs.  Ancillary  agencies  like 
the  Library  of  Congress  will  add  an- 
other $1  billion  to  the  tab. 


The  war  of  the  limos 

CI  adillac  has  lost  its  commanding 
?  grip  on  the  limousine  market, 
slipping  from  perhaps  70%  in  1984  to 
about  M)% .  For  years  it  made  a  rear- 
wheel-drive  Fleetwood  Brougham 
that  ii^viependent  shops  bought, 
stretched  and  .sold  tor  $37,000  to 
$65,000.  Then,  in  1985,  to  help  meet 
fleet   fuel    economy  requirements, 


Cadillac  unveiled  a  smaller,  front- 
wheel-drive  car,  basically  a  Coupe  De 
Ville  reshaped  by  Cincinnati's  Hess  & 
Eisenhardt,  though  its  own  Brougham 
was  still  available.  And  the  front- 
wheel-drive  models  it  made  available 
to  other  coachbuilders  had  less  leg- 
room  and  trunk  space,  and  stretching 
them  was  problematic,  says  Jim  Sal- 
scheider,  former  president  of  Califor- 
nia's O'Gara  Coachworks,  a  major 
maker  of  stretch  limos.  Lincoln, 
meanwhile,  announced  in  1984  that  it 
would  continue  building  the  Town 
Car  through  1989.  Cadillac's  price  for 
a  comparable  car  is  $21,600;  Lincoln's 
is  below  that.  So  Lincoln  took  50%  of 
the  market  in  1985  and  this  year  may 
have  70%.  Granted,  the  stretch  limo 
market  has  slowed  from  6,300  vehi- 
cles in  1984  (the  summer  Olympics  in 
Los  Angeles  made  that  a  banner  year) 
to  5,000  today,  but  given  its  attention- 
getting  profile,  It's  still  a  plum. 


What's  in  a  name? 

Designers  who  specialize  in  find- 
ing names  for  companies  scent 
pay  dirt  in  the  obviously  inevitable 
arrival  of  interstate  banking.  The  po- 
tential payoff  lies  in  the  fact  that  so 
many  of  the  thousands  of  U.S.  banks, 
for  all  intents  and  purposes,  carry  the 
same  name.  Frank  Delano,  head  of 
New  York's  .Delano,  Goldman  & 
Young,  sketches  some  examples 
among  the  country's  banks  and 
thrifts.  "First  National,"  he  says,  ap- 
pears on  the  facades  of  1,681  of  them,- 
another  584  start  their  titles  with 
"Farmers";  519  lead  off  with  "First 
State  Bank";  355  with  "Peoples";  243 
with    "Security";    and    420  with 


"State."  And  that,  Delano  points  out 
doesn't  include  the  myriad  "First  Fed- 
erals," "Merchants"  and  "Com 
mcrccs."  Naturally,  Delano  and  othei 
christeners  stand  ready  to  serve. 


The  bad  news  bearers 

How  should  managers  deliver  bad 
news  to  the  troops?  Rehearse 
carefully  and  talk  fast,  says  Robert 
Bies,  an  assistant  professor  of  behav- 
ior at  Northwestern  University's  Kel- 
logg School  of  Management,  after  sur- 
veying 53  middle  managers  from  ten 
Chicago  companies.  Preparing  em- 
ployees for  bad  news  involves  many 
meetings  and  memos  and  even  role- 
playing,  Bies  says.  "All  53  managers 
give  an  explanation  for  why  bad  news 
is  being  delivered,"  Bies  says.  "There 
is  a  litigation  mentality  and  managers 
have  to  justify,  justify,  justify."  One, 
for  instance,  had  to  lay  off  20%  of  his 
workers  three  months  after  his  com- 
pany had  thrown  a  party  celebrating 
the  hiring  of  its  100th  employee. 
But  the  firm  had  issued  several 
warnings  that  orders  were  not  com- 
ing in  and  had  held  many  meetings 
on  which  employees  should  be  laid 
off.  All  20  workers  affected  got  the 
word  within  two  hours.  Even  mod- 
erately bad  news  takes  preparation, 
Bies  says.  A  manager  who  rejected  a 
request  for  a  $500  software  package, 
for  example,  held  two  meetings 
with  the  employee  involved  before 
thumbing  it  down. 


Markets  round-the-clock 

The  24-hour  worldwide  stock  mar- 
ket may  be  a  current  Wall  Street 
rage,  but  don't  hold  your  breath  wait- 
ing for  it,  says  Robert  Linton,  Drexel 
Burnham  Lambert's  chairman.  The 
technology  could  be  put  in  place  to- 
morrow, he  says,  but  the  job  of  recon- 
ciling the  regulatory  problems  around 
the  world  are  "mind-boggling."  Lin- 
ton should  know — he  sits  on  the  New 
York  Stock  Exchange  board  commit- 
tee studying  the  24-hour  market.  His 
own. firm,  he  says,  already  maintains 
such  a  market  in  gold,  U.S.  govern- 
ment bonds  and  currency,  but  it  is  an 
electronic  makeshift.  Drexel  starts 
the  trading  in  London,  shifting  the 
books  electronically  at  the  end  of  the 
day,  first  to  New  York  and  Chicago 
and  then  on  to  Tokyo.  Given  the  job 
of  untangling  the  regulatory  and  pro- 
cessing hassles,  however,  Linton  says 
it  will  be  "years"  before  24-hour  stock 
trading  becomes  a  reality. 
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ENOUGH 

If  you're  guessing  on  white  water,  you're 
gone.  And  for  telecomnnunications  com- 
panies, the  waters  are  fast  indeed. 

When  United  Telecom  committed 
to  the  development  of  the  first  nationwide 
fiber  optic  long-distance  network,  the 
decision  was  anything  but  a  guess. 

Nearly  a  century  of  communications 
experience  helped  us  make  the  right 


move — to  exploit  fully  the  potential  of  digi- 
tal laser  transmission  as  a  premium  carrier 
of  both  voice  and  data. 

Major  segments  of  this  23,000-mile 
network  are  now  in  place. 

By  year's  end,  it  will  put  the  best  com- 
munications technology  within  reach  of 
80  percent  of  the  American  people.  And 
our  planned  partnership  with  GTE  to  form 
US  Sprint  will  position  us  to  create  the  most 
competitive,  highest  quality  long-distance 
company  in  the  nation. 

It's  fast  water.  But  a  new  flood  of  voice 
and  data  communications  is  here,  and 
we're  riding  the  crest. 

United  Telecom  ■■■ 

■■■e 

For  more  information  about  United  Telecom,  write  D.F.  Forsythe, 
United  Telecom,  Box  1 1315,  Kansas  City,  MO  641 12. 
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So  sorry,  Charlie 

Charles  Knapp,  the  higli-flying  Cal- 
ifornian  who  was  thrown  out  of 
Financial  Corp.  of  America  after  ex- 
panding the  hig  thrift  to  the  hrink  of 
disaster,  has  suffered  a  second  come- 
uppance, this  one  in  Japan.  Knapp's 
upstart  Los  Angeles  investment  firm, 
Trafalgar  Holdings,  had  hought  an  op- 
tion on  23%  of  Minehca,  a  $860  mil- 
lion (sales)  Japanese  conglomerate, 
aiming  in  time  to  take  it  over.  He 
didn't  expect  to  reckon  with  Takami 
Takahashi,  Minebea's  president 
(Forbes,  Oct.  7,  /9.S'5). 

in  25  years  Takahashi  had  built 
Minebea  from  a  $200,000  maker  of 
miniature  ball  bearings  into  a  diversi- 
fied giant  that  manufactured  comput- 
er printers  and  keyboards,  firearms 
and  aircraft  bomb  racks.  In  miniature 
bearings  alone,  it  had  50%  of  the 
world  market.  Along  the  way  it  had 
swallowed  at  least  20  Japanese  and 
American  companies.  Hostile  take- 
overs like  Knapp's  are  unheard  of  in 
Japan,  although  )ust  before  the  Cali- 
fornian  made  his  move,  Takahashi 
himself  had  tried  one,  against  Sankyo 
Seiki,  a  $540  million  precision-equip- 
ment and  music-box  maker.  (He 
failed.) 

The  odds  were  stacked  against 
Knapp.  Takahashi  owned  13%  of 
Minebea  stock,  Japanese  banks  anoth- 
er 30%.  To  block  the  takeover,  Taka- 
hashi merged  Minebea  with  Kane- 
mori  Co.,  a  Tokyo  apparel  maker,  and 


Date  of  address  change 
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Mki/)/)  of  7'm/(i/i>(ir  llolcliiiiis 
It's  tough  to  win  away  from  home. 


then  put  convertible  bonds  worth  20 
millujn  shares  into  friendly  hands  via 
a  private  placement.  After  losing  a  bid 
to  block  the  merger  in  Japanese 
courts,  Trafalgar  sold  21  million  Min- 
ebea shares,  plus  convertible  bonds 
worth  nearly  4  million  more,  through 
Baring  Brothers,  a  British  investment 
bank,  to  Nomura  and  Daiwa,  two  Jap 
anese  securities  firms.  Did  Knapp 
profit?  Hardly.  The  Tokyo  firms  paid 
630  yen  per  share,  a  price  believed  to 
be  considerably  lower  than  Knapp's 
original  buy. 


The  Chinese  gold  rush 

An  ounce  of  gold  cost  $308  on  aver- 
age to  produce  in  the  U.S.  in 
1984,  but  a  new  technology  called 
"heap  leaching"  promised  costs  of 
$100  to  $200  an  ounce.  Heap  leach- 
ing already  accounted  for  30%  of 
total  U.S.  production  of  79  tons.  Ga- 
lactic Resources  of  Vancouver,  B.C., 
an  up-and-comer  in  the  new  tech- 
nique, in  which  gravel-size  ore  is 
piled  on  a  plastic  bed  and  sprinkled 
with  sodium  cyanide,  hoped  to  in- 
crease its  role  even  more  with  a 
new  mine  it  was  digging  (Forbes, 
/roids.  Oct  7,  /9rV5). 

Galactic's  Colorado  mine,  built  by 
Bechtcl,  should  produce  120,000 
ounces  this  year,  according  to  its 
chairman,  Robert  Fricdland.  The 
company  has  also  entered  a  joint  ven- 
ture with  Amselco  Minerals,  an  old 
name  in  mining  and  a  subsidiary  of 
British  Petroleum,  to  develop  and  op- 
erate an  $84  million  heap  leaching 
mine  in  South  Carolina,  expected  to 
produce  180,000  ounces  a  year  at  an 
average  of  $200  per  ounce  by  1988.  "It 
was  a  very  competitive  contract,  with 
about  45  mining  companies  bidding," 
Fricdland  says.  Why  Galactic?  "Heap 
leaching  is  not  a  secret  formula  like 
Coca-Cola,"  Fnedland  says.  "But  we 
have  people  whose  names  are  synony- 
mous with  Its  development." 

China  could  be  Galactic's  biggest 
frontier.  With  help  from  Bechtel,  the 
company  landed  an  agreement  to  de- 
velop heap  leaching  in  Xinjiang  prov- 
ince. This  IS  a  high  priority  in  China's 
current  five-year  plan,  Fnedland  says, 
since  gold  will  earn  needed  foreign 
exchange.  Last  year  China  was  the 
fifth-largest  gold  producer,  after  the 
U.S.  (South  Africa,  number  one,  digs 
673  tons  a  year.)  China  wants  to  de- 
velop its  rich  Xinjiang  gold  fields,  in 
the  mountains  bordering  Tashkent,  to 


Droduce  300  tons  to  400  tons  per  year, 
:he  best  estimate  of  Russia's  current 
Droduction,  Friedland  says. 

China  gave  Galactic  a  concession  to 
:ook  at  4,000  mine  sites  and  will  prob- 
ably let  it  take  out  50%  of  the  profits 
in  foreign  currency.  Galactic  is  so  en- 
:husiastic  about  the  venture  that  next 
:all  it  plans  to  spin  off  its  concession, 
^ving  5%  to  Bechtel,  sellmg  15%  to 
:he  public  and  keeping  80% . 


Not-so-happy  trails 

Thousand  Trails  of  Seattle  has  been 
selling  campground  memberships, 
5151  million  worth  last  year,  offering 
inexpensive,  tidy  space  for  owners  of 
recreational  vehicles.  Founder  Milt 
[Cuolt  had  stepped  down  in  1981  in 
:avor  of  Jim  Jensen,  a  self-styled  "new 
ige"  manager  who  promoted  the 
Denefits  of  "whole  bram  communica- 
tion" (Forbes, /ipr  11,  1983].  Member- 
ship sales  were  booming,  thanks  m 
Dart  to  an  endorsement  by  cowboy 
star  Roy  Rogers,  who  made  Happy 
Trails  an  on-screen  anthem.  Earnings 
:limbed  under  Jensen,  and  the  stock 
became  a  Wall  Street  pet. 

A  flaw  worrying  Forbes  was  Thou- 
sand Trails'  rapidly  growing  earnings. 
The  company  recorded  the  full  price 
of  a  membership  (now  $7,500)  as  reve- 
nue, even  though  members  paid  only 
40%  down  on  average.  Marketing  ex- 
penses were  running  higher  than  the 
payments,  so  more  cash  flowed  out 
than  in.  To  get  cash,  Thousand  Trails 
had  hocked  its  receivables. 

None  of  this  fazed  shareholders  at 
the  time.  In  1984  Thousand  Trails 
used  $52  million  more  cash  than  it 
produced.  Still,  it  reported  record 
earnings  of  $19.1  million,  and  the 
stock  reached  a  peak  of  19Vi. 

Since  then,  shareholders  have  taken 
a  beating.  The  stock  now  sells  for  AVh, 
reflecting  the  90%  drop  in  earnings 
last  year,  from  $19  million  to  $1.8 
million.  The  problem  was  that  a  lot  of 
campground  members  dropped  out 
before  paying  up  in  full.  So  Thousand 
Trails  had  to  write  off  $11  million  in 
paper  revenues  that  had  been  prema- 
turely booked.  Marketing  expenses 
were  two  times  greater  than  down- 
payments,  leading  to  a  cash  shortage 
of  $55  million  before  financing. 

In  the  first  quarter  this  year  Thou- 
sand Trails  lost  nearly  $2  million.  The 
company  plans  to  stop  expanding  and 
rein  in  on  marketing.  If  the  plan 
works,  it  could  cut  its  debt,  a  horren- 
dous 244%  of  shareholders'  equity  at 
the  end  of  last  year.  If  not.  Trails  looks 
like  a  dead  end. 


GOODDEAS 

ON  HIRING, 

FKHNG 
AND  MORE 

accountemps 


Free  booklet  now  available  from  Accountemps,  the 
world's  largest  temporary  service  specializing  in 
accounting,  bookkeeping  and  data  processing.  Contact 
one  of  100  Accountemps  offices  on  three  continents, 
or  write:  Accountemps,  Administrative  Services  Dept., 
522  Fifth  Avenue,  New  York,  NY  10036 
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Readers  Say 


Honeywell/Sperry 

Sir:  Rc  your  Faces  Behind  The  Figures 
column  (/////('  JO) .  .  .  regarding  Hon- 
eywell's corporate  strategy  and  recent 
talks  with  Sperry  Corp. 

Honeywell  and  Sperry  considered 
a  variety  of  possible  transactions. 
The  important  fact  not  reported  is 
that  Honeywell  determined  that 
none  of  the  options  were  in  the  best 
interest  of  its  shareholders,  custom- 
ers or  employees.  The  swap  concept 
.  .  .  may  have  been  favored  and  un- 
successfully proposed  by  your  un- 
named investment  banker.  The 
talks  did  not  get  "pretty  far  along." 
Honeywell,  not  Burroughs  or  Sperry, 
was  responsible  for  ending  the  very 
preliminary  talks. 

A  Honeywell  strategy  for  some 
time  has  been  to  focus  on  the  office 
systems  segment  of  the  computer 
business.  This  is  not  a  "new"  plan. 
—James  J.  Renter 

President  and  Chief  Operatin^i,  Officer. 
Honeywell  Inc. 
.Minnrafio/is.  Minn 


They're  safe 

Sir:  Ben  Webcrman's  article  "Book- 
entry  blues"  (May  5)  made  the  point 
that  computerized  record-keeping 
systems  subject  investors  to  increased 
risks  of  financial  loss  through  fraud. 
During  the  industry's  "paperwork  cri- 
sis" of  the  late  1960s,  many  brokers 
lost  control  of  their  back  offices.  Cus- 
tomers suffered  substantial  losses. 
— Richard  G.  Kelchitw 
Director, 

Division  of  Market  Regulation, 
Sectmties  &  E.xcha>2ge  Commission 
Waslmiiiton.  D  C 

Sir:  Does  the  investor  ask  his  bank  to 
show  him  dollars  specifically  identi- 
fied with  him? 
— Williiim  T.  Dentzer  Jr 
Chairman  and  Chief  Executive, 
Tf)e  Depositoiy  Trust  Co. 
New  York.  A'  K 

Bocjk  ent>y  does  represent  progress  in 
handlinfj  and .safekeepi)ig.  Forbes  me>  e- 
Iv  tranjed  about  potential  pitfalls — En. 


Positive  deficits 

Sir:  That  the  PLO  is  running  a  major 
deficit  is  the  most  positive  news  possi- 
ble when  it  comes  to  reducing  terror- 


ism throughout  the  world. 
— -Jeny  .Steinman 
We.st  .Xrticl'.  ,V>' 


Barrier  or  bashing? 

Sir:  Finally — a  ma|or  publication  not 
only  has  highlighted  the  problem 
with  legislation  on  tort  and  liability 
but,  in  the  process,  has  spotlighted 
the  dominance  of  one  pnifession  that 
is  at  the  root  of  other  legislative  faults 
("Why  Congress  Won't  Deal  With  Li- 
ability Insanity,"  l-'act  &  Comment, 
June  76|.  [There  are]  too  many  lawyers 
in  Congress. 
— -James  Stewart 
New  York'.  N  Y. 

Sir:  Lawyer  bashing  and  Congress 
bashing  are  quite  common  in  your 
Fact  &.  Comment  column,  but  your 
June  16  editorial  hit  a  new  high. 

Until  you're  ready  to  put  some 
"fact"  into  your  "comment,"  why  not 
rename  your  column  to  the  more  hon- 
est "Rantings  and  Ravings." 
— Bany  D  liaycr 
llonicicood.  Ill 


Ingalls,  not  Todd 

Sir:  Todd  Shipyards  has  not  "just  de- 
livered the  first  of  two  Class  47  Aegis 
cruisers"  (.Streetwalker.  June  2)  The 
first  two  CG-47  Class  Aegis  cruisers 
were  delivered  over  a  year  ago  by  In- 
galls  Shipyard  (Litton). 
—Jon  B.  Kutler 
First  Boston  Corp. 
New  York,  N.Y. 


Todd  Shifyards  was  inrolred  in  the 
shakedown  cruise  of  Aegis  cruisers — Ed. 


C  „S,\  Bunker  I /ill.  built  by  higulls 


IRS  "windfall"? 

Sir:  Has  the  IRS  gone  mad?  Capitalize 
package  design  for  packaged  goods 


manufacturers  <  Taxing  .Matters,  June 
J;?  L'eggs  doesn't  have  a  new  package. 
It's  the  same  brand  name  and  package 
design  I  invented  in  June  1969.  What 
they  do  have  are  many  minor  and  a 
few  major  changes  in  the  surface 
graphics  of  that  package. 

Did  the  Coca-Cola  can  change? 
No.  The  surface  graphics  did — it's 
still  the  Coca-Cola  brand  and  can. 
— Roger  l-eiriter 
Directcjr  of  Desig)i, 
Burso}i-.Marsteller 
New  )(>rk.  \  )' 


Stock -Split  figures 

Sir:  In  connection  with  the  listing  ol 
our  company  among  "100  Neglected 
Stocks"  in  your  June  30  issue:  Al- 
though our  earnings  were  adjusted  for 
a  2-for-l  stock  split,  the  stock  price 
and  price/earnings  ratio  were  not. 
— T.G.  Wampler 
Vice  President, 
l^ulaski  Funn'tnre  Corp. 
I'ula.-iki.  Va. 

Tlx'  ad/u.'ited  figures  are:  price,  20, 
hi;^h.  21)  ~  H.  lotr.  10  .^  S:  price  earnings 
ratio,  12. — Eu. 


Clarification 

Sir:  Re  the  story  about  our  quality 
crusade  ftp  &  Comers,  .May  I'))  Two 
parts  caused  me  embarrassment  and 
were  my  own  fault.  I  was  making  the 
point  that  Chrysler  could  have  rested 
on  its  reputation  but  was  instead  at- 
tacking quality  as  though  it  were  last 
in  that  category.  I  didn't  mean  that 
they  literally  were  last.  Also,  we  arc 
teaching  General  Motors,  not  IBM,  to 
set  up  its  quality  college. 
— Philip  B.  Crosby 
Chaintuin  and  Chief  Executive, 
Philip  Crosby  Associates,  Inc. 
\Vi)iter  Park,  Fla 


Fake  Texan 

Sir:  Management's  request  for  Mrs. 
Thatcher's  son  to  leave  his  home  was 
most  "un-Texan"  ("Terrorism's 
Twists,"  Fact  &  Comment,  June  2]. 
That  request  was  probably  made  by  a 
non-Texan  infiltrant,  not  by  a  real 
Texan. 

— Charles  R  Rushi?igjr 
.\rli>igton.  Tex 


14 


FORRFS  IlITY  14   1 98(=; 


r 


Xerox  makes 
these  publishing 

toois  obsoiete. 


roduction  Publisher  Solutions 


Bsign 

igination 

rminal 


 -^..e^ 

Editing 
Terminal 


'S  700 

jbiishing  System 


3700  Laser 
Printing  System 


I 


r 


4050  Laser 
Printing  System 


il.ROX'o  and  Ihc  nienlilylnj!  names  and  numbers  hsled 
icrcin  aie  Irademarks  of  XKROX  CORPORATION 


YoLi  can  stop  cutting  and  pasting. 
And  stop  sending  in-house  technical 
publications,  catalogs,  and  reports  to 
outside  production  houses. 

Because  now  theres  Production  Pub- 
lisher Solutions  from  Xerox,  an  array  of 
hardware  and  software  that  enables  you 
to  produce  documents  faster  and  easier 
With  a  quality  that  rivals  outside  print 
shops. 

For  example,  you  can  access  power- 
ful composition  software  to  compose, 
edit,  and  revise  your  documents  elec- 
tronically, so  even  last  minute  revisions 
won't  slow  you  down.  And  the  Design 
Pagination  Terminal  lets  you  design  the 
look  of  an  entire  document,  and  actually 
merge  text  and  graphics,  including  sig- 
natures, without  using  a  sheet  of  paper 

The  entire  process  is  controlled  by 
the  Xerox  Publishing  System  700,  one 
of  the  industry's  most  powerful  inte- 
grated composition  software.  And  it  is 
made  even  more  powerful  through  its 
use  of  the  Inteipress  document  and 
page  description  language.  Not  only  will 
the  XPS  700  manage  all  elements  of  the 
production  process,  it  can  be  connected 
to  a  wide  range  of  computers,  piinters, 
and  other  input  and  distribution  sys- 
tems you  may  already  own. 

The  Xerox  4045  Laser  CP  and  the 
2700, 3700, 4050, 8700,  or  9700  Laser 


Printing  Systems  give  you  truly  superior 
documents  in  more  than  500  fonts. 
With  job- programmable  computers 
built  right  in.  and  almost  countless 
capacity  for  workloads,  they  will  send 
your  CLin  ent  in-house  publishing  capa- 
bilities into  obsolescence. 

But  the  Xerox  Production  Publisher 
Solutions  are  much  nioie  than  elec- 
tronic break- 
throughs. They  lU^IuLlii! 
include  the  advice, 
sei'vice  and  support  of  the  people  of 
Team  Xerox,  in  fact.  Team  Xerox  will 
examine  your  office  documents,  and 
recommend  precisely  which  office 
machines  will  make  vour  work  easier 

Call  us  at  1-800TEAM-XRX.  ext.  1 10. 

Our  solutions  just  might  be  yours. 


r 


Xerox  Corpi)ration.  RO.  Box  24.  Rochester,  NY  14692 
rm  interested  in  learning  more  about  Production 
Publisher  solutions. 

□  Please  have  a  sales  representative  contact  me. 

□  Please  send  me  more  information. 


Or,  if  you  can't  wait,  call 

1-800-TEAM-XRX,  ext.  110 

(i-x(iii-st:-h')7'),e\f  mil 
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Introducins  Morrison  by  Knoll. 
An  open  office  system  that  wasn't 
designed  back  in  the  70s.  So  its 
future  wasn't  10  years  ago. 

In  fact,  not  only  have  we  had 
time  to  learn  from  everyone  else's 
mistakes,  we've  had  time  to  see  . 
where  technology  is  headed.  And 
we've  prepared  for  it. 

So  Morrison  panels  are  strong 
enough  to  take  the  pressures  of 
everyday  business  and  designed 
to  take  it  every  day  for  years.  Race- 
ways offer  ample  room  for  ample 
wiring.  While  modular  components, 
cantilever  brackets  and  universal 
parts  can  be  arranged  and  rear- 
ranged for  whatever  lies  ahead. 

Now,  if  your  company  has  a  fu- 
ture, shouldn't  you  look  into  a  sys- 
tem that  can  keep  it  company? 

For  more  information  call  (800) 
633-0034,  ext.  50.  In  Rl  751 -7450. 


The  Morrison  Open  Office  System, 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


WHAT'S  EXTRAORDINARY  IS  THAT  WE  TAKE  IT  FOR  GRANTED 


It's  litany  in  the  law  courts  for  the  arrested  and  the 
arrestor,  for  the  suer  and  the  sued,  to  preamble  defense  or 
offense  on  the  basis  of  inviolate  Constitutional  rights 
being  violated. 

But,  have  you  ever  stopped  to  realize  (or  for  that 
matter,  did  you  ever  know)  that  we  are  the  only  nation 
that  gives  to  its  citizens  the  unalienable  right  to  "the 
pursuit  of  happiness"? 

Quite  extraordinary,  don't  you  think,  that  this  intangi- 
ble essence  is  in  the  Writ  belonging  to  us  all — the 


Declaration  of  Independence. 

When  we  Americans  travel  in  other  lands,  we  never  cease 
to  be  astonished  when  most  all  governments  elsewhere 
consider  citizen  rights  as  something  government  grants, 
something  it  can  ignore,  bend  or  take  away  as  it  suits. 

Think  of  it.  It's  a  rarity  for  a  citizenry  and  government  to 
operate  totally  on  the  opposite  premise. 

People  everywhere  but  here  would  smile,  laugh,  shake 
their  heads  disbelievingly  at  the  notion  that  the  pursuit  of 
happiness  is  an  unalienable  right. 


AMONG  THE  BRIGHTEST  AND  ABLEST  IN  THE  FOREST 

of  presidential  timber  is  Senate  Majority  Leader  Bob  Dole. 


WHEN  IS  A  SOLDIER  MURDERING 

when  he's  an  outlawed  IRA  Irishman  who  kills  British 
soldiers  and  gets  a  safe  haven  in  the  United  States  as  a 
"political  refugee." 

We  blew  our  top  and  a  couple  of  Libyan  Qaddafi's 
terrorist  bases  when  we  felt  other  countries — including 
our  NATO  allies — were  reacting  too  pusillanimously  to- 
ward his  murdering  minions  in  Europe. 

For  letting  us  use  some  of  our  planes  stationed  in  En- 

A  FORBES  REPORT 

Drew  Lewis,  for  two  years  President  Reagan's  Secretary 
of  Transportation  and  now  CEO  of  Union  Pacific  Railroad 
f^see  ¥oRBES  June  30),  is  well  and  widely  known  to  the  press 
and  multiple  Americans.  As  is  so  true  so  often 
of  prominent  people,  vignettes  in  a  life  tell 
more  of  the  character  of  Leading  Characters 
than  do  milestone  markers  of  positions  and 
titles.  This  memo  from  Forbes  Reporter-Re- 
searcher Ed  Cone  is  just  such  an  instance: 

"You  may  recall  that  I  discussed  with  you 
plans  to  contact  Drew  Lewis  for  information  on 
a  Rich  List  suspect.  I  did  call  him,  and  he  was  not 


TERRORIST  NOT  A  TERRORIST? 

gland,  Margaret  Thatcher  came  near  to  being  blown  away 
by  some  furious  Britons. 

Yet  we  give  refuge  in  America  to  those  who  have  killed, 
maimed  and  kidnapped  subjects  of  the  United  Kingdom. 

As  President  Reagan  points  out,  this  position  is  abso- 
lutely insupportable.  Inexcusable.  Incredible. 

It's  high  time  for  the  Senate  to  act  on  the  new  extradi- 
tion treaty  with  Britain. 

ON  DREW  LEWIS 

only  helpful  but  friendly  as  we  found  that  my  uncle  had  been 
his  editor  on  the  Haverford  College  Yearbook  in  '52. 
"It  is  that  Haverford  connection  that  occasions  this 
note.  I  was  there  in  May  when  Mr.  Lewis  was 
the  recipient  of  an  honorary  degree  at  the  Hav- 
erford graduation.  Several  of  the  faculty  had 
5  signed  a  petition  against  the  degree  going  to 
I  Lewis.  They,  backed  by  many  of  the  graduating 
g  seniors,  felt  Lewis'  handling  of  the  air-traffic 
I  controllers'  strike  some  years  back  disquali- 
i  fied  him  as  a  recipient. 

J      "That  sentiment  at  our  small  Quaker  col- 


/  think  you'll  be  interested  in  son  Tim's  feelings  about  American  Heritage,  the  newest  division 
of  Forbes  Inc.  Tim's  in  charge,  and  I  hope  you  will  share  his— and  our— enthusiasm.  MSF 

LIBERTY  ALIVE 


In  1894  he  was  one  of  ten  kids  from  a  Scottish  family 
just  managing  to  squeak  by  in  a  small  gray  town  in  the 
Highlands.  A  mere  decade  later  he  sat  in  the  Waldorf- 
Astoria,  in  a  cutaway  suit,  hobnobbing  with  some  of  the 
most  powerful  men  of  his  time.  My  grandfather  had 
come  a  long  way — 
though  not  quite  so  far 
as  it  appeared. 

He  had  left  home  at 
14,  armed  with  an 
eighth-grade  education 
and  a  burning  ambition 
to  be  somebody.  He 
worked  as  a  printer's 
devil  and  eventually 
landed  a  job  as  a  report-  Amcnca/i  Hi'nki,i;cs  I'im  Forbes 
er.  Then  it  was  off  to  the  wider  world,  first  to  South 
Africa  and  then  on  to  America.  He  had  lived  frugally  up 
to  then.  But  not  long  after  he  arrived  here,  he  abandoned 
his  good  Scotsman's  ways  and  set  himself  up  in  style. 
Suddenly  his  hard-earned  savings  were  being  squandered 
on  lavish  rooms,  cutaway  suits  and  card  games.  By  all 
rights  he  belonged  in  a  cold-water  flat  in  Brooklyn,  but 
his  extravagance  had  a  purpose.  He  was  a  business 
reporter,  and  he  intended  to  succeed.  And  what  better 
way  to  get  to  know  his  subjects  than  to  live  among  them. 

My  grandfather  died  just  after  I  was  born,  and  though 
I  knew  the  basic  facts  of  his  life,  he  had  no  reality  in  my 
mind.  But  the  gamble  he  took  on  this  delightful,  pre- 
sumptuous piece  of  theater  was  so  unexpected,  so 
much  more  vibrant  than  the  cliches  I  had  attached  to 
him,  that  he  came  instantly  and  palpably  to  life. 

It  was  then,  too,  that  I  came  to  understand  something 
more  about  history.  The  great  figures  and  momentous 
events  I  had  studied  in  school  were  indeed  important, 
but  it  is  the  small  moments  and  the  human  insights 
that  make  them  real. 


Displayed  in  the  Forbes  galleries  in  New  York  City  is 
a  fascinating  array  of  presidential  documents.  Among 
several  of  historic  moment  is  a  short  note  penned  by 
Lincoln  to  Secretary  of  War  Stanton  shortly  after  receiv- 
ing word  of  Lee's  surrender  at  Appomattox.  What  was  on 
Lincoln's  mind  was  his  son:  "Tad  wants  some  flags — 
Can  he  be  accommodated."  Or  consider  the  charming 
story  in  this  [June-July]  issue  about  the  ruse  early  colo- 
nists perpetuated  in  their  letters  home  to  England  extol- 
ling the  weather  here.  That  these  hale  and  hardy  souls 
would  lie  outright  in  order  to  encourage  others  to  follow; 
that  Lincoln,  in  the  moment  of  his  great  triumph,  would 
indulge  his  young  son's  request  for  some  Confederate 
flags  as  mementos  of  the  victory — these  details  are  of 
more  than  just  trivial  interest  or  passing  amusement. 

A  sense  of  history  is  vital  to  preserve.  Without  it,  we 
are  adrift  before  the  future.  But  unless  we  keep  history 
alive  and  vivid,  we  risk  losing  its  real  meaning.  The  little 
insights,  the  human  stories  are  what  keep  it  from 
becoming  sterile — precisely  because  they  are  so  often 
unexpected  and  always  unique.  Perhaps  that  is  why  the 
Statue  of  Liberty  is  one  of  our  most  popular  and  moving 

symbols — because  it  con- 
jures up  the  very  individual 
stories  of  the  countless  mil- 
lions who,  like  my  grandfa- 
ther, have  passed  its  way. 
Because  it  keeps  our  history 
so  vividly  before  us. 

Of  course,  this  is  precise- 
ly what  has  animated /^;«er/- 
ca)i  Heritage  through  the 
years  and  what  makes  it  such  a  special  magazine.  The 
Forbescs  arc  proud  to  be  its  new  publishers,  and  we  will 
do  our  utmost  to  continue  its  tradition  of  bringing 
history  gloriously  to  life. 


lege  did  not  especially  surprise  me,  but  the  strong 
dissentmg  opinion,  held  by  many  of  the  senior  adminis- 
tration, did. 

"Drew  Lewis  gave  his  speech,  but  not  the  one  he  had 
written.  He  recounted  the  events  of  the  strike,  rational- 
ized and  justified.  His  voice  broke  as  he  said  he  had 
never  done  anything  more  difficult.  'I  was  there,  I  felt 
the  heat,'  he  said.  '\  stand  by  my  actions.'  Then  he  did  a 
most  surprising  thing. 

"Citing  his  Quaker  heritage  and  the  traditions  of  the 


college,  he  stated  his  belief  in  the  process  of  consensus, 
then  said,  'I  see  no  consensus  here  today.'  He  then  re- 
tumed  the  degree. 

"The  crowd,  including  Deputy  Secretary  of  State  John 
Whitehead,  who  had  just  presented  Lewis  the  degree,  rose 
to  give  this  principled  man  an  ovation.  Although  I  did  hear 
some  deride  the  gesture  as  grandstanding,  and  others  la- 
ment the  blow  to  Haverford's  fundraising  future,  I  think 
most  people  were  genuinely  moved  by  Lewis'  display  of 
strength  and  honor.  All  in  all,  an  extraordinary  graduation. " 
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NEW  DADDIES  NEED  PATERNITY  LEAVE  LIKE 


they  need  a  hole  in  the  head.  But  the  535  members  of  the 
House  and  the  Senate,  again  actmg  like  they  have  535 
holes  in  their  heads,  are  quite  apt  to  pass  legislation  now 
before  them  that  would  require  employers  to  grant  18 
weeks  of  unpaid  leave  of  absence  to  fathers.  Not  just 
mothers.  But  fathers. 

Further,  they'd  have  to  be  guaranteed,  after  their  four- 
and-a-half-month  absence,  that  they  would  return  to  the 


same  job  at  the  same  pay. 

And  why  is  there  apparently  little  opposition  to  legislat- 
ing such  absurdity?  Because  this  dumBill  is  tagged  a  family 
bill,  which  puts  it  in  the  untouchable  class,  along  with 
motherhood  and  apple  pie. 

Arc  wc  really  to  conclude  that  American  men  are  in 
such  bad  shape  that  they  need  1 8  weeks  off  to  recover  from 
their  exertions  one  night  nine  months  previously? 


ISN'T  PROGRESS  WONDERFUL? 


who'd  have  thought  years  ago  what  would  happen  to 
sneakers — the  cheap  footgear  that  was  usually  so  smelly 
and  soiled  that  mothers  insisted  "sneaks"  be  left  outside 
the  house. 

Not  only  have  they  become  appallingly  expensive,  high- 


company  in  the  field,  Adidas,  is  bringing  out  sneaker 
cologne,  sneaker  after-shave,  sneaker  moisturizer,  sneaker 
shampoo,  sneaker  soap  and  sneaker  deodorant. 

Here's  a  classic  case  of  a  smell  by  another  name  becom- 
ing a  scent  for  bucks. 


fashion,  all-fashion  footgear — but  now  the  world's  major  Progress? 

TO  GET  AHEAD 

use  yours. 


TO  GET  AHEAD 

get  along. 


BOOKS 


•  Peggy:  The  Wayward  Guggen- 
heim— by  Jacqueline  Bograd  Weld 
(E.P.  Dutton,  $24.95).  This  most  flam- 
ing of  the  mineral-rich  Guggenheim 
clan  had  a  strictly  proper,  sealed  off, 
chilly  childhood.  But  Peggy,  at  22,  in 
Paris  turned  almost  instantly  into  an 
eccentric  adventuress.  She  collected 
and  bedded  down  the  most  avant-garde  of  writers,  musi- 
cians and  artists.  She  amassed  at  bargain  prices — especial- 
ly on  the  eve  of  WWII — multiple  canvases  of  the  best 
modern  masters.  Hers  was  a  wild  life,  and  in  this  book  it's 
as  colorfully  laid  out  as  she  was. 

Excerpts:  As  is  often  the  case  with  penny-pinchers,  Peggy 
could  spend  larger  sums  because  they  were  abstract.  .  .  . 
There  has  always  been  an  uneasy  alliance  between  money 

*  * 

#  Colorado — by  John  Fielder  (Wcstcliffe  Publishers, 
$29.95).  Only  John  Fielder  could  top  himself  when  it  comes 
to  bringing  Colorado's  fabulous  sights  to  life  in  photo- 


and  art — an  unspoken  understanding  that  the  rich  exist  to 
benefit  those  who  create — and  so  the  artists  who  benefited 
from  Peggy's  largess  frequently  repaid  her  by  not  takingher 
seriously  as  a  person  or  as  a  friend.  And  Peggy's  generosity 
was  mingled  with  an  equally  compelling  desire  to  econo- 
mize, a  stinginess  that  made  people  uncomfortable.  The 
fare  at  her  dinner  table  was  generally  spartan,  and  all 
during  the  meal  she  would  monitor  closely  how  much  was 
being  eaten;  if  a  guest  did  not  finish  his  portion,  Peggy 
would  dash  over  and  scrape  it  right  back  into  the  serving 
bowl,  excusing  herself  with,  "It's  too  good  to  waste. ".  .  .  No 
one  was  thinking  about  buying  art  on  the  eve  of  the  Battle 
of  France.  The  news  that  Peggy  Guggenheim,  the  copper 
heiress  and  owner  of  Guggenheim  feune,  was  going  about 
buying  up  pictures,  spread  like  wildfire.  Peggy  was  able  to 
pick  up  masterpieces  for  very  little  money.  "My  initial 
investment,  which  bought  half  the  most  important  pic- 
tures," Peggy  said,  "was  $40,000.00  The  whole  collection 
cost  about  $250,000."  Four  decades  later,  the  collection 
was  conservatively  estimated  to  be  worth  forty  million. 


graphs.  Colorado:  Images  of  the  Alpine  Landscape  is  as 
breathtaking  as,  if  not  more  so  than,  his  Colorado's  Hidden 
Valleys  published  three  years  ago. 


Excerpt:  The  southeastern 
quadrant  contains  one  of  the 
West's  unique  ranges,  the  San- 
gre  de  Cristo.  A  linear  ridge  of 
14,000  foot  peaks,  it  extends 
from  Salida  south  into  New 
Mexico.  The  range  is  isolated 
and  pristine:  a  source  of  soli- 
tude for  those  of  us  who  de- 
mand such  moments.  Wild- 
flowers  and  aspen  forests 
dominate  the  eastern  slope. 


Other  Comments 

Often  comments  hy  others  stimulate,  irritate, 
abuse  or  amuse  this  editor's  mind.  -MSF 


$8  Million  a  Day 

Here  we  arc  living  in  the  golden  age 
of  suing  and  I  haven't  a  single  excuse 
for  suing  anybody  worth  suing. 

Here's  a  fellow  in  the  papers  suing 
for  $40  million.  And  for  what?  Be- 
cause he  spent  five  days  in  a  Greek 
jail.  That's  $8  million  a  day.  Some 
people  have  all  the  luck. 

I'd  gladly  spend  10  days  in  jail  if  I 
could  sue  for  half  as  much.  I'm  not  a 
hog.  I  don't  want  it  all. 

— Russell  Baker,  New  York  Times 

Lust,  Left  &  Right 

Salvation  does  not  come  through 
simplicities.  The  health  of  education- 
al institutions  rests  on  the  need  to  be 
mindful  of  the  crucial  distinction  be- 
tween education  and  indoctrination. 
There  are  many  who  lust  for  the  sim- 
ple answers  of  doctrine  or  decree. 
They  are  on  the  Left  and  Right.  They 
are  not  confined  to  a  single  part  of 
society.  They  arc  the  terrorists  of  the 
mind.  [But]  if  freedom  docs  not  first 
reside  in  the  mind,  it  cannot  finally 
reside  anywhere. 

— A.  Bartlett  Giamatti,  retiring 
president,  Yale  University,  Time 

Fortunate  Tact 

The  exhibition  proved  a  great  suc- 
cess, and  Peggy  [Guggenheim]  was 
hailed  in  the  press  for  bringing  Kan- 
dinsky's  important  paintings  before  an 
English  public.  .  .  .  Peggy  sighed,  "I 
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didn't  sell  a  Kandinsky."  To  keep  from 
upsetting' Kandinsky,  Peggy  bought  a 
1936  oil  for  $1,500  herself.  Peggy  con- 
tinued this  tactful  practice  of  buying  a 
painting  from  each  exhibition  to  bol- 
ster the  morale  of  artists  who  other- 
wise sold  little  of  what  they  showed.  In 
this  way,  quite  inadvertently,  Peggy 
began  to  build  her  collection. 
— Peggy:  The  Wayward  Guggenheim, 
by  (acqueline  Bograd  Weld 


Being  in  a  sh^  is  being 
in  a  jail,  with  the  chance 
of  being  drowned. 

— Samuel  Johnson 


Chevy  Radio 

what  is  the  explanation  for  a  coun- 
try where  fully  equipped  electronic 
cash  registers  universally  serve  only 
to  print  receipts  for  purchases  which 
are  first  totaled  on  an  abacus — a  pro- 
cedure akin  to  owning  a  Chevrolet  for 
its  radio? 

The  answer  is  tied,  I  think,  to  the 
often-remarked  phenomenon  of  Sovi- 
ets rushing  to  stand  in  line  only  to  find 
out  later  what  is  on  sale.  There  is  more 
than  necessity  in  this.  The  culture 
supports  incremental  progress,  the 
well-cared-for  release  of  information, 
and  the  supposed  good  of  the  collective 
over  the  pell-mell  rush  to  individual 
advantage — and  risk.  .  .  .  Information 


IS  too  precious  to  be  recklessly  handed 
about  as  if  it  were  free. 

At  base,  too,  is  a  fear  as  true  at 
Chernobyl  as  it  was  with  early  Soviet 
refusal  to  allow  nuclear  project  inspec- 
tion by  the  West.  "Not  only  pride 
enters  into  this,"  wrote  journalist  John 
Gunthcr  in  1949,  "but  the  driving  fear 
that  international  inspection  will  tell 
the  world  how  weak  they  really  arc." 

— Nicholas  A.  Ulanov, 
Wall  Street  journal 

Cars  We  Loved 


796, -J  Cvnvtte  Sthi^  Ray 
A  327-cubic-inch,  fuel-injected  V-8, 
four  on  the  floor,  and  styling  that  slays 
at  a  glance.  It  cost  only  about  four 
grand.  You  can't  even  get  a  Korean 
import  for  that  these  days.  But  would 
Dad  buy  one?  Would  he  even  go  down 
to  the  showroom  and  take  us  for  a  test 
drive?  Not  a  chance  in  hell.  Some  of  us 
are  still  mad.  It's  enough  to  make  you 
fly  down  to  St.  Petersburg  and  whack 
him  on  his  retired  old  head  with  a 
shuffleboard  stick.  What  was  the  mat- 
ter with  that  duff,  anyway?  No  wonder 
we  all  rebelled  in  the  Sixties. 

— P.J.  O'Rourke,  Esquire 

Gateway  to  Happiness? 

The  rest  of  the  country  takes  pride 
in  the  legend  on  the  Statue  of  Liberty: 
"Give  me  your  tired,  your  poor,  /  Your 
huddled  masses  .  .  .  /  The  wretched 
refuse  of  your  teeming  shore.  ..." 
Well,  for  the  most  part  it's  been  New 
York  City,  not  the  rest  of  the  country, 
that  took  in  those  huddled  masses. 

— Andy  Rooney, 

A  Few  Minutes  with  Andy  Rooney 

Goodies  for  All 

It  was  Sidney  Homer  [author  of  A 
History  of  Interest  Rates]  who  said 
that  $1,000  invested  at  a  mere  8%  for 
400  years  would  grow  to  $23  quadril- 
lion—$5  million  for  every  human  on 
earth.  (And  you  can't  see  any  reason 
to  save?)  But,  he  said,  the  first  100 
years  are  the  hardest. 
— Money  Angles,  by  Andrew  Tobias 

Thawed  Out 

When,  in  1959,  Alaska  seized  its 
bragging  rights  as  the  biggest,  Texas 
rebounded  with  the  consolation  that 
it  was  the  largest  fully  thawed  state. 

— The  Great  State  of  Texas, 
by  Griffin  Smith  Jr. 
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Great 
expectations. 


At  the  corner  of  Wilshire  Boulevard 
and  Rodeo  Drive,  arguably  the  most 
desirable  city  address  in  all  of  California, 
stands  The  Beverly  Wilshire. 

For  decades,  privileged  people  have 
walked  through  its  brass  and  oaken 
doors  into  quiet,  welcoming  privacy. 

For  this  is  one  of  those  rare  places 
where  quality  and  tradition  echo  the 
needs  of  a  special  kind  of  traveler. 

There  is  still  a  place  for  such  quality. 
Its  very  rarity  gives  it  special  value. 

But  today  it  must  be  enhanced  and 
modified  to  suit  a  modern  elite. 

To  this  end,  Regent  International 
Hotels  have  put  their  unique  blend  of 
expertise  to  work  at  The  Beverly  Wilshire. 

On  the  one  hand,  they  have  drawn 
from  their  experience  in  managing  hotels 
like  The  Mayfair  Regents  in  Chicago  and 
New  York.  The  Dorchester  in  London. 
The  Breidenbacher  Hof  in  Diisseldorf. 

On  the  other,  their  creation  of 
modern  masterpieces  such  as  The  Regents 
of  Hong  Kong  and  Sydney  have  brought 
them  face  to  face  with  state  of  the  art 
hotel  technology. 

Old  and  new.  The  way  they  should 
be.  In  harmony. 

The  Beverly  Wilshire  is  taking  on  a 
new  lease  of  life. 

Experience  it. 


BEVERLY  HILLS 
A  REGENT  ©INTERNATIONAL  HOTEL 


AUCKLAND.  BANGKOK.  BEVERLY  HILLS.  CHICAGO  DUSSELDORF.  Fill  HONG  KONG.  KUALA  LUMPUR  UWHON.  MELBOURNE.  NEW  YORK.  OKINAWA.  SYDNEY 


800-545-4000 


An  Important  Message 
To  Air  Travelers  From  Pan  Am 


Pan  American  World  Ainways,  Inc. 

Pan  Am  Building 
New  York,  New  York  10166 


Dear  Air  Traveler: 

On  June  12,    1986,   Pan  Am  will  initiate  one  of   the  most  far-reaching 
security  programs  in  our  industry.     A  program  that  will  screen 
passengers,  employees,   airport  facilities,   baggage  and  aircraft  with 
unrelenting  thoroughness. 

This  program  will  be  called  ALERT.     And  while  we  can't  reveal  all 
that  it  entails,  we  can  tell  you  this: 

•  It  will  replace  all  present  security  systems  for  Pan  Am. 

•  It  will  be  operated  by  our  own  Pan  Am  World  Services  Company, 
which  is  presently  responsible  for  security  at  many  sensitive 
military  locations,  including  Patrick  Air  Force  Base,  and  the 
Trident  Submarine  Base. 

•  It  will  involve  Pan  Am's  own  highly  trained  security  experts, 
and  many  of  the  most  sophisticated  screening  devices  in  the 
world,   at  Pan  Am  locations  here  and  abroad. 

•  Pan  Am  World  Services  will  be  working  in  close  cooperation 
with  security  and  military  forces  provided  by  the  governments 
of  the  United  States  and  other  countries. 

•  Between  now  and  June  12,  our  existing  security  system  will  be 
operating  at  increased  strength. 

•  Effective  i-mmed lately,   all  Pan  Am  passengers  are  advised  to 
check-in  at  least  two  hours  before  international  departures. 

We  at  Pan  Am  feel  that  the  ALERT  program  is  more  than  worth  the  extra 
costs  in  both  time  and  money.     And  we're  sure  you  agree. 

Europeans,  by  the  way,   feel  exactly  as  we  do.     Security  in  every 
airport  served  by  Pan  Am  has  been  strengthened  enormously.  The 
governments  of  France,   Italy,  Britain,  Germany  and  every  other  country 
we  fly  into,   have  also  taken  extraordinary  steps  to  ensure  your  safety 

No  one,  of  course,  can  ever  minimize  the  seriousness  of  the  incidents 
that  have  made  ALERT  necessary.  But  proportionately,  these  incidents 
are  exceedingly  rare. 

With  our  new  ALERT  program,   and  with  your  help,   we  at  Pan  Am  are 
determined  to  provide  a  safe  and  secure  environment  for  our  passengers 

Sincerely, 


C.   Edward  Acker 

Chairman  of  the  Board  and 

Chief  Executive  Officer 


Martin  R.   Shugrue,  Jr. 
Vice  Chairman  and 
Chief  Operating  Officer 


Fact  and  Comment  11 

By  M.S.  Forbes  Jr.,  Deputy  Kditor-in-C  ^hiei 


WHAT'S  BECOME  OF 

Congressional  Democrats  have  taken  positions  on  major 
issues  recently  that,  if  not  modified,  will  do  their  party  and 
the  nation  enormous  harm  in  the  years  ahead. 

Nicaragua.  The  facts  here  are  no  longer  in  dispute.  The 
Sandinistas  are  a  Castro-like  regime,  quite  willing  to  do 
the  bidding  of  the  Soviet  Union  and  Havana.  The  estab- 
lishment of  a  Communist  government  on  the  American 
mainland  will  have  severe  repercussions  for  the  U.S.  Once 
the  Sandinistas  consolidate  their  power,  they  will  system- 
atically undermine  neighbors  such  as  Honduras,  Costa 
Rica  and  Guatemala.  After  that  will  come  Mexico. 

If  nothing  is  done  now,  it  is  only  a  matter  of  time  before 
American  troops  will  have  to  remove  this  cancer.  So  it 
would  seem  to  make  eminent  sense  to  let  Nicaraguans 
redeem  their  own  betrayed  revolution.  Tens  of  thousands 
of  Nicaraguans  are  willing  to  take  up  arms  against  their 
Communist  regime.  All  they  need  are  the  means  with 
which  to  fight.  Yet  congressional  Democrats  tenaciously 
fight  Contra  aid.  The  cost  to  them  in  support  is  small  now, 
but  the  price  later  will  be  severe  as  American  voters  realize 
how  reckless  and  irresponsible  the  Tip  O'Neills  have  been. 

Trade.  No  factor  was  more  instrumental  in  bringing  on 
the  Great  Depression  than  the  Smoot-Hawley  Tariff  of 
1929-30.  This  bill  made  it  difficult  for  foreigners  to  sell  to 
us,  which  meant  they  couldn't  service  their  debts  to  us. 
Angry  foreigners  also  retaliated  with  restrictions  of  their 
own.  World  trade  shriveled.  The  world  banking  system 
collapsed.  All  of  us  ended  up  the  poorer.  These  beggar-thy- 
neighbor  policies  laid  the  foundation  for  the  Second  World 
War;  Hitler  would  never  have  come  to  power  without  the 
backdrop  of  the  Depression. 

For  several  generations,  the  Smoot-Hawley  kind  of 
thinking  was  disreputable.  Now,  in  certain  quarters,  it  has 
come  into  vogue.  The  chief  advocates  of  protectionism 
today  are  Democrats.  They  figure  this  issue  will  enable 
them  to  dish  the  Republicans  this  November.  As  a  result, 
the  House  of  Representatives  (with  support  from  a  number 
of  Republicans)  passed  an  antitrade  bill  that  is  ostensibly 
designed  to  force  foreigners  to  open  up  their  markets  to  us. 
In  reality,  the  bill  will  hurt  world  trade. 


THE  DEMOCRATS? 

Democrats  figure  that,  what  with  the  problems  of  com- 
petition from  Japan,  Korea,  Taiwan  and  elsewhere,  the 
American  public  will  find  protectionism  seductive.  "After 
all,"  they  are  saying,  "we  are  just  preserving  American  jobs 
and  hitting  only  those  who  are  trading  unfairly."  Demo- 
crats forget  that  most  Americans  will  take  a  dim  view  of 
those  who  want  to  make  it  unlawful  for  them  to  buy 
cameras,  cars,  clothing,  etc.,  if  they  happen  to  be  made  by  a 
particular  country. 

The  Reagan  Administration  is  well  aware  of  protection- 
ist sentiment  in  Congress,  and  so  it  has  been  taking  steps  it 
might  otherwise  have  eschewed.  The  purpose  is  to  defuse 
antitrade  feeling  so  that  Congress  doesn't  do  something 
worse.  "Throwing  babies  from  the  sleigh  to  keep  the  wolves 
away,"  is  how  one  observer  described  it.  Our  slapping  of  a 
tariff  on  certain  Canadian  timber  products  is  the  latest 
example.  The  Canadians'  angry  reaction  shows  how  dan- 
gerous this  approach  can  be.  But  whatever  the  Administra- 
tion's response,  it  is  chiefly  the  Democratic  Party  that  is 
fanning  the  flames  here.  Democrats  arc  making  a  major 
miscalculation,  not  realizing  that  the  political  future  will 
belong  to  the  party  that  becomes  identified  with  economic 
growth,  not  with  stagnation  and  restrictions. 

The  deficit.  Who  would  have  dreamed  a  generation  ago 
that  liberal  Democrats  would  be  railing  against  a  conserva- 
tive Republican  President  for  "excessive"  budget  deficits. 
Reagan  has  taken  on  the  benign  mantle  of  FDR,  while  the 
Democrats  have  sometimes  sounded  like  latter-day  Hoo- 
vers. The  deficit  is  less  a  threat  to  the  economy  than  the 
raising  of  taxes.  If  you  combine  federal,  state  and  local 
spending,  as  international  economists  do  when  they  com- 
pare the  finances  of  one  country  with  that  of  another,  the 
so-called  net  government  deficit  in  the  U.S.  has  been,  on 
average,  less  than  that  of  Japan  and  most  Western  Europe- 
an countries.  Moreover,  even  deficit-mongers  are  scaling 
down  their  projections  for  the  years  ahead,  as  they  are 
forced  to  recognize  the  benefits  that  less  inflation  and 
lower  interest  rates  will  have  on  federal  finances. 

What  is  surprising  is  that  Democrats  ever  let  themselves 
get  stuck  with  such  a  no-win  issue  as  boosting  taxes. 
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What's  Ahead  for  Business 


Edited  by  Howard  Banks 


REAGAN'S  HOTTEST  POTATO 


Waving  a  red  cedar 
flag  at  free  trade 


Why  the 
Canadians  are 
so  unhi^py 


Dangerous  yes, 
but  Hawley  Smoot 
it  isnt 


U.S.  POLITICS,  NOT  THE  MERITS  OF  THE  CASE,  led  to  the  puiiitive  35% 
tariff  on  Canadian  red  cedar  shingles  and  shakes. 

President  Reagan's  move  in  May,  using  discretion  allowed  under  U.S. 
trade  law,  made  a  predictable  fuss  and  stirred  the  beginnings  of  a 
Canadian  reprisal.  But  it  was  intended  to  pacify  senators  from  lumber- 
producing  states.  Reagan  needs  their  votes  to  support  a  veto  of  a  more 
sweeping  protectionist  trade  bill. 

Some  background:  Imported  Canadian  roofing  shingles  and  siding 
shakes  account  for  75%  of  U.S.  use,  up  from  50%  in  1980,  but  it's 
relatively  small  potatoes — this  shrinking  market  now  totals  just  $240 
million.  The  reaction  by  U.S.  cedar  loggers,  a  17%  price  hike,  will 
speed  the  switch  to  asphalt,  glass  fiber  and  aluminum. 

But  for  the  U.S.,  the  Administration  figures,  that's  a  small  sacrifice  to 
head  off  further  protectionism  (much  as  protecting  Harley-Davidson 
motorcycles  preempted  Congress'  voting  for  quotas  on  autos). 

Canadians,  however,  fear  the  shingles  case  will  be  a  precedent  for 
the  much  more  important  softwood  lumber  case  now  pending,  involv- 
ing close  to  $2  billion  in  their  exports  to  the  U.S. 

The  U.S.  International  Trade  Commission  is  expected  to  decide  soon 
after  we  go  to  press  that  U.S.  softwood  lumber  deserves  protection. 
After  lengthy  review  (to  a  timetable  fixed  by  statute),  the  Commerce 
Department  will  send  this  case  to  the  President  in  early  October — just 
before  the  congressional  elections  and  just  about  the  time  a  trade  bill  is 
expected  to  hit  the  President's  desk. 

The  timing  is  not  coincidental.  U.S.  lumber  producers  have  taken 
lessons  on  when  to  file  trade  issues  to  cause  maximum  political 
embarrassment.  Commerce  economists  found  little  relevant  subsidiz- 
ing of  Canadian  logs  in  1982,  but  the  U.S.  industry  believes  the  rising 
protectionist  mood  strengthens  its  chances  now. 

The  timing  is  unfortunate  for  another  reason.  Negotiations  are 
under  way  to  create  a  free  trade  area  between  the  U.S.  and  Canada,  the 
U.S.'  biggest  trade  partner,  with  $120  billion  in  two-way  trade.  The  $22 
billion  Canadian  surplus  in  goods  trade  is  offset  by  a  $10  billion  U.S. 
surplus  in  services.  Hitting  shingles  looks  like  a  double  cross. 

This  fight,  moreover,  coincides  with  renewed  sniping  with  Japan  and 
with  the  European  Community  over  loss  of  U.S.  markets  after  Portugal 
and  Spain  became  members.  And  growing  uncertainties,  worldwide, 
about  future  economic  growth  add  to  protectionist  pressure. 

There  just  might  be  a  good  side  to  all  this.  It  was  fear  of  protectionist 
action  in  Congress,  remember,  that  helped  push  the  Group  of  Five  to 
agree  to  weaken  the  dollar.  Now  it  just  might  force  reluctant  Japan, 
West  Germany  and  France  to  cut  their  interest  rates  and  so  to  reflate 
their  economies  and  ease  the  pressure  on  the  U.S. 
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Behind  the  shiny  facade.  The  Forbes  Index  gained  0.2% 
overall  during  the  latest  reporting  period,  but  several 
Index  components  declined.  Personal  income  rose  0.2%, 
and  consumer  installment  credit,  a  reflection  of  auto  and 
appliance  sales,  rose  0.8%.  Yet  retail  sales,  stronger  in 
January  and  February,  slipped  by  0.7%  from  April  to  May. 
And  manufacturing  still  isn't  doing  v/ell.  Industrial  pro- 


'preliminan-  treviscd 


duction  declined  by  0.5%. 

The  lackluster  economy  is  having  an  impact  on  jobs,  as 
evidenced  by  the  1.7%  jump  in  new  unemployment 
claims,  the  largest  month-to-month  increase  since  Febru- 
ary. Although  new  housing  starts  for  May  were  11.5% 
higher  than  for  May  of  last  year,  they  were  off  nearly  0. 1  % 
from  April. 


The  Forbes  Index  (  onipoiieiils 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elemetits:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  are  presented  at  right. 
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Introtlucmff 

a  new  -  * 

dimension 
in  performance 
automoljiies. 

Hum 

a  new  division 
of  American 
Honda. 


A  C  U  R  A  LEGEND 


The  new  Acura  Legend  was  designed  and  engineered  from  the  ground  up  entirely  around  the  serious  driver,  to  travel  swiftly  over  challenging  roads  with  . 


The  Acum  Legend.  For  those  who  know 
is  hotter  to  journey  than  to  arrive . 


Within  this  precision  crafted 
luxury  touring  sedan,  driving 
is  no  longer  merely  a  means 
to  an  end. 

It's  the  destination  itself. 

Because  Ifie  new  Acura 
Legend  was  designed  and 


engineered  to  turn  driving 
into  sheer  reward. 

And  built  from  the  ground 
up.  Around  the  driver  To  chal- 
lenge the  power,  quality  and 
comfort  of  Europe's  most 
prestigious  touring  sedans. 


Thus  in  response  to  the 
serious  driver's  need  for 
serious  response,  Legend 
marks  the  debut  of  a  fuel  in- 
jected 2,5  liter,  24-valve,  151 
hp  V-6  power  plant.  A  direct 
descendant  of  Honda  For- 


mula 1  racing  technolc 
provides  the  smooth,  c 
and  effortless  power  tf 
long  distance  journeys 
demand  and  reward. 

For  exceptional  agili 
all  manner  of  roads,  Le 
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d  control  A  new  dimension  in  luxury  touring  sedan  pertormance.  from  a  new  division  ol  American  Honda.  Now  available  exclusively  at  Acura  dealerstiips. 


;d  with  refined  front 
Irive  and  taut,  fully  in- 
ent  suspension. 
;  a  long  wheelbase, 
I  with  a  wide  track 
j  body,  translate  into 
stable  ride, 
gonomically  precise 
strikes  a  gratifying 
!  between  serious 
ance  and  low  stress, 
exceptional  security, 
ind  connfort  for  both 


driver  and  passengers  alike. 

Its  classic  white  on  black 
analog  instrumentation  has 
been  positioned  for  reading 
at  a  glance. 

Crucial  controls  are  con- 
veniently situated  within  a 
hand's  reach  of  the  padded 
steering  wheel. 

And  a  low  aerodynamic 
hoodline,  with  a  generous 
flush  mounted  glass  area.ex- 
pands  visibility,  while  paring 


wind  noise  to  only  a  whisper 
Of  course  there's  air  con- 
ditioning. And  power  door 
locks,  power  windows  and  a 
power  sunroof.  Even  a  pow- 
erful 4-speaker  stereo  sys- 
tem with  graphic  equalizer 
In  fact,  virtually  every  fea- 


ture and  amenity  imaginable 
comes  standard  in  this  lux- 
urious touring  sedan.  Includ- 
ing the  urge  to  travel. 

Call1-800-TO-ACURA  for 
the  dealership  nearest  you. 

And  schedule  a  quick  test 
journey  In  a  Legend. 


ACURA 

PRECISION  CRAFTED  AUTOMOBILES 
A  division  of  American  Honda  Motor  Co.,  Inc. 
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Heres  a  tip  on  playing  stocks  in  the  steaming  new-issue  market 
boom.  But  with  the  investment  tip  come  important  caveats. 


Stacked  odds 


By  Richard  L.  Stern 
and  Paul  Bornstein 


T 

*  a, 


1  EMPTED  TO  PLAY  the  ncw-issuc 
market  now  that  it's  boihng 
again?  Don't  call  your  broker 
quite  yet,  but  we  have  found  a  way 
to  increase  your  chances  of  win- 
ning. The  odds  are  better,  it  turns 
out,  for  those  who  bet  their  money 
on  the  companies  that  got  their 
start  with  venture  capital  funds. 

Forbes  is  in  a  unique  position  to 
know.  Our  proprietary  new-issue 
database  includes  virtually  all  the 
companies  that  have  gone  public 
since  1975 — 3,300  in  all.  In  an  effort 
to  find  out  what  type  of  new  issue 
performs  the  best  for  investors,  we 
decided  to  test  the  performance  of 
those  that  were  backed  with  seed 
capital  from  venture  funds  against 
the  nearly  2,000  new  issues  in  our 
database  that  came  public  at  $1  or 
more.  Venture  Economics  of 
Wellesley  Hills,  Mass.,  a  venture 
capital  research  consultant,  told  us 
which  issues  were 
backed  by  venture 
funds. 

We  discovered  that 
41  of  the  100  best-per- 
forming new  issues, 
1975  through  1985, 
were  backed  by  ven- 
ture capital — even 
though  venture  capital 
issues  accounted  for 
only  1  in  5  of  ali  new 
issues.  Roughly  1  ir  '  0 
of  the  venture  backc' 
outfits  made  the  tt  . 
100,  vs.  only  1  in  25  i; 
the  1,600  or  so  new  is- 
sues not  backed  by 
venture  funds.  Thus  m 
investor  was  IVi  times 


more  likely  to  emerge  a  big  winner  in 
venture  capital  backed  outfits  than  in 
new  issues  as  a  whole. 

Have  we,  then,  discovered  the  key 
to  surefire  new-issue  stock-picking? 
Of  course  not.  As  the  accompanying 

Jt'an  FrantjOis  AIL 


What  they  sowed 


Five  venture  funds  with  the  most  new  issues,  and  their 
performance  (1978-85).  Hambrecht  &  Quist's  54  stocks  were 
up  60%,  but  down  32%  relative  to  the  S&P's;  23,  or  42%, 
were  up  overall;  12,  or  22%,  outperformed  the  S&P's  500. 


-Performance- 


-all  issues- 


Venture  capital  fund 

Number 

of  issues 

stock 

relative  to 

S&P's  500 

stock 

relative  to 
S&P  s  500 

Hambrecht  &  Quist 

54 

60% 

-32% 

23/42% 

12/22% 

Citicorp 

3.3 

73 

-24 

16/48 

4/12 

Adlei  &  Co 

26 

16 

-41 

13/50 

5/19 

Mayiicld  Fund 

25 

70 

-19 

12/48 

5/20 

rirst  Chicago 

25 

126 

0 

15/60 

7/28 

Source  Venture  Fxunomics.  Forbes 

tables  show,  there  are  still  plenty  of 
venture  fund  backed  losers  that  are 
brought  public.  You  still  have  to 
study  the  companies  and  their  funda- 
mentals to  find  the  potential  winners. 
Never  forget  that,  sooner  or  later,  vir- 
tually all  companies  started  by  ven- 
ture funds  are  brought  public  or 
merged,  because  that  is  the  way  the 
venture  folks  lock  in  their  hand- 
some profits.  For  the  public  getting 
in  later,  the  investment  risks  re- 
main considerable.  After  all,  some 
of  the  worst-performing  new  issues 
of  the  last  ten  years  were  seeded  by 
venture  capital,  including  dogs  like 
Fortune  Systems,  Columbia  Data 
Products  and  Pizza  Time  Theatre. 

We  analyzed  the  five  venture 
funds  that  produced  the  most  new 
issues  from  1978  through  1985  (see 
tables)  and  compared  their  perfor- 
mance with  the  entire  new-issue 
market  over  the  same  period. 

As  Forbes  has  pointed  out  again 
and  again,  the  new-issue  market  is  a 
veritable  Lorelei  for  investors,  lur- 
ing them  with  dreams 
of  "another  DEC"  or 
"another  Data  Gener- 
al," only  to  land  them 
on  the  shoals. 

Only  4  in  10  of  the 
issues  that  came  out 
since  1975  were  selling 
above  their  offering 
price  at  the  end  of 
1985,  and  fewer  than  3 
in  10  outperformed  the 

sap's  500. 

As  you  can  see,  if 
you  had  bought  all  the 
issues  backed  by  Ham- 
brecht &  Quist  Ven- 
ture Partners,  Citicorp 
Venture  Capital,  May- 
field  Fund  and  First 


-issues  up- 


Chicago  Venture  Capital,  which  is 
part  of  First  Chicago  Corp.,  your  gains 
would  have  been  60%,  73%,  70%  and 
126%,  respectively. 

But  before  you  turn  green  with 
envy,  ask  yourself  this:  Who  buys  ev- 
ery issue?  Then  remember  that  these 
overall  gains  mask  the  real  perils  in 
particular  stocks.  Consider,  first,  that 


only  the  market  basket  of  First  Chica- 
go backed  issues  even  matched  the 
performance  of  the  S&.P's  500.  All  the 
others  did  worse.  And  given  the  high 
degree  of  risk  in  new  issues,  you 
ought  to  do  appreciably  better  than 
just  matching  the  S&P's  index. 

So,  as  the  crescendo  of  publicity 
mounts  about  the  booming  new-issue 


market,  keep  your  head.  It's  a  market 
where  the  odds  are  heavily  in  favor  of 
the  house — whether  the  house  is  an 
insider  or  a  venture  capitalist.  Take 
even  a  mediocre  new  issue  such  as 
Fibronics  International,  which  makes 
high-speed  data  transmission  systems 
and  was  backed  by  Fred  Adler,  a  well- 
known  venture  capitalist.  Insiders,  in- 


What  the  public  reagted 

Ranked  relative  to  the  S&P's  500,  here  are  the  best  and  five  venture  funds.  Because  they 
worst  four  of  the  new  issues  (1978-85)  backed  by  the  top  ments,  they  should  appreciably  ou 

are  high-risk  invest- 
tperform  the  S&P's. 

Company 

Offer 
date 

Offer 
price" 

Recent 
price 

 %  perfo 

stock 

rmance  

relation  to 
S&P's  500 

Business 

Underwriters 

HAMBRECHT  &  QUIST 
Best  performeis 

Cullinet  Software 

8/  2/78 

$1.25 

$14.13 

1,030% 

224% 

computer  programs 

Hambrecht  &  Quist 

Xidex  Corp 

10/26/78 

2.50 

19.38 

675 

109 

microfilm 

Kidder  Peabody  &  Co 
Hambrecht  &  Quist 

Evans  &  Sutherland 

9/  7/78 

3.33 

22.88 

586 

102 

graphics 

Hambrecht  &  Quist 

Network  Systems 

11/3/80 

3.60 

14.00 

289 

57 

data  comm  equip 

Shearson  Lehman  Brothers 
Montgomery  Securities 
Dain  Bosworth 

Worst  performers 

Magnuson  Computer 

6/25/80 

20.00 

0.00' 

-100 

-100 

computers 

Paine  Webber 
Hambrecht  &  Quist 

Diasonics 

2/23/83 

22.00 

3.88 

-82 

-91 

medical  imaging 

F  Ebertstadt  &  Co 
LF  Rothschild 
Hambrecht  &  Quist 

Auto-Trol  Technology 

1/24/79 

13.00 

4.25 

-67 

-91 

computer  systems 

Hambrecht  &  Quist 

Automatix 

3/  1/83 

19.00 

3.75 

-80 

-89 

robotics 

Prudential-Bache 
Hambrecht  &  Quist 

CITICORP  VENTURE  CAPITAL 
Best  performers 

Federal  Express 

4/12/78 

3.00 

58.00 

1,833 

377 

air  courier 

White  Weld  &  Co 
New  Court  Securities 

Applicon 

7/22/80 

22.00 

73.08^ 

232 

224 

cad  cam 

Paine  Webber 
Alex  Brown  &  Sons 

Network  Systems 

11/3/80 

3.60 

14.00 

289 

57 

data  comm  equip 

Shearson  Lehman  Brothers 
Montgomery  Securities 
Dain  Bosworth 

Aviall 


10/31/84 


15.00 


24.8 


66 


33         aviation  services 


Drexel  Burnham  Lambert 
Prudential-Bache 


Worst  performers 


Columbia  Data  Products 

1/18/84 

11.00 

0.13' 

-99 

-99 

personal  computers 

Dean  Witter  Reynolds 

Sununit  Oilfield 

12/22/81 

8.00 

0.25 

-97 

-99 

oil  &.  gas  svcs 

Schneider  Bernet  Hickman 

Delmed  Inc 

12/23/80 

5.00 

0.69 

-86 

-94 

medical  products 

Montgomery  Securities 

Pacific  Express  Holding 

10/13/82 

5.00 

0.63' 

-88 

-90 

airline 

Bear  Stearns  &  Co 
Warburg  Paribas  Becker 

ADLER  &  CO. 

Best  performers 

Telxon 

7/21/83 

8.67 

23.25 

168 

63 

microcomputers 

LF  Rothschild 
Kidder  Peabody  &  Co 
McDonald  &  Co 

Pharmacontrol 

12/21/82 

5.00 

14.25 

185 

39 

drug  testing 

lames  ]  Duane  &  Co 

Bio-Technology  General 

9/29/83 

10.40 

21.25 

104 

24 

biotechnology 

JC  Bradford  &  Co 
Robertson  Colman  Stephens 

Fibronics  International 

10/11/83 

6.00 

10.38 

73 

7 

fiber-optic  systems 

Bear  Steams  &  Co 

'Adjusted  for  splits  'Chapt 

er  11  ^Acqu 

rfd  by  Schlumberger  Ltd 

Sources.  Venture  Economics:  Forbes. 

eluding  Adlcr,  made  investments  m 
1981  averagmg  58  cents  a  share.  Fi- 
bronics  came  public  at  9  in  October 
1983,  went  up  to  l/'A  and  recently 
sold  at  10'/h.  For  Adler  and  the  insid- 
ers, the  return  was  at  least  1,452% 
when  the  firm  went  public. 

Venture  fund  managers  argue  that 
their  investors  deserve  rich  rewards 


because  they  take  big  gambles  and 
must  wait  for  their  fledgling  compa- 
nies to  mature  before  they  can  be  sold  to 
the  public.  True,  but  should  the  public 
be  called  upon  to  cash  the  venture  folks 
out  at  prices  that  stack  the  odds  heavily 
against  the  public?  Answer:  Investors 
are  both  gullible  and  greedy,  meaning 
they  are  badly  qualified  to  calculate  the 


risks.  A  level  playing  field  the  new- 
issue  game  is  not. 

But  if  play  it  you  must,  remember 
three  things:  1)  your  odds  are  some- 
what better  with  issues  just  emerging 
from  the  venture  capital  stage;  2)  di- 
versify widely  because  your  chances  of 
getting  a  big  hit  are  slim;  and  3)  read 
the  prospectus,  and  reread  it.  ■ 


What  the  public  reaped 

Company 

Offer 
date 

Offer 
price  ■ 

Recent 
price 

 %  performance  

relation  to 
stock         S&P's  500 

Business 

Underwriters 

ADLER  &  CO. 

Worst  perfonners 

Data  Law 

2/  9/81 

$3.00 

$0.13 

-96% 

-98% 

computer  systems 

Engler  &  Budd 

Ens  Bio  Logicals 

4/23/81 

15.00 

1.19 

-92 

-97 

biotechnology 

Bache  Halsey 

Lexidata 

12/23/81 

14.00 

1.38 

-90 

-96 

computer  graphics 

LF  Rothschild 

Robertson  Colman  Stephens 
Hambrecht  &  Quist 

Coralomic 

12/14/82 

5.00 

1.19 

-76 

-89 

medical  products 

RG  Dickinson  &  Co 

MAYFIELD  FUND 

Best  performers 

Applied  Biosystems 

6/29/83 

8.50 

44,00 

418 

210 

biochemicals 

Lehman  Brothers  Kuhn  Loeb 
Rothschild  Inc 

Avantek 

11/16/78 

1.75 

17.88 

921 

170 

microwave 
components 

Kidder  Peabody  &  Co 
Hambrecht  &  Quist 

Genentech 

10/14/80 

23.33 

86.75 

272 

53 

biotechnology 

Paine  Webber 
Hambrecht  &  Quist 

Hybritech 

10/28/81 

11.00 

37.13' 

238 

39 

medical  products 

Goldman  Sachs  &  Co 
Robertson  Colman  Stephens 

Worst  perfonners 

Pizza  Time  Theatre 

4/16/81 

15.00 

0.00' 

-100 

-100 

restaurants 

LF  Rothschild 

Robertson  Colman  Stephens 

Masstor  Systems 

3/25/83 

16.00 

1.63 

-90 

-94 

data  storage 

LF  Rothschild 

Robertson  Colman  Stephens 

Seeq  I'echnology 

10/12/83 

10.00 

1.06 

-89 

-93 

memory  systems 

Robertson  Colman  Stephens 

Priam 

6/  2/83 

17,00 

3.63 

-79 

-87 

disk  drives 

Hambrecht  &  Quist 
LF  Rothschild 

FIRST  CHICAGO  VENTURE  CAPITAL 

Best  performers 

Federal  Express 

4/12/78 

3.00 

58,00 

1,833 

377 

air  courier 

White  Weld  &  Co 
New  Court  Securities 

Xidex 

10/26/78 

2.50 

19.38 

675 

109 

microfilm 

Kidder  Peabody  &  Co 
Hambrecht  &  Quist 

Consolidated  Stores 

6/20/85 

7.25 

19.63 

171 

99 

specialty  stores 

Merrill  Lynch 
Prescott  Ball  &  Turben 

National  Healthcare 

11/5/85 

9.00 

15.88 

76 

36 

health  care 

Drexel  Burnham  Lambert 
Bear  Steams  &  Co 
Robertson  Colman  Stephens 

Worst  performers 

Fortune  Systemn 

3/  4/83 

22.00 

2.50 

-89 

-94 

computers 

First  Boston  Corp 
Alex  Brown  &  Sons 
Montgomery  Securities 

Pacific  Express  Holdi 

10,13/82 

5.00 

0.63' 

-88 

-90 

airline 

Bear  Steams  &  Co 
Warburg  Paribas  Becker 

Norpac  Exploration 

23.00 

3.75" 

-83 

-89 

seismic  data 

Kidder  Peabody  &  Co 

LB  Foster  Co 

l/.OO 

4.88 

-71 

-88 

tubular  products 

EF  Hutton 

'.UlluMcil  loi  spill,-. 

In  1  li  1  il 

\      'Mriyctl  will 

IVlH)laiic 

Soitri. 

("v  Vt-nmrc  /-canuinics.  Founts 

Bestselling  Bacardi  rum  is  the  envy  and 
talk  of  the  liquor  industry.  But  apparently 
liquor  and  bond  trading  dont  mix. 


Hangover 


By  Richard  Behar 


HAMILTON,  Bermuda.  Old 
World  charm  and  carefree  liv- 
ing. Palm-shaded  streets  and 
gentle  trade  winds.  But  for  the  more 
;han  250  Bacardi  relatives  who  own 
Host  of  the  billion-dollar  Bacardi  rum 
3usiness,  thoughts  of  Hamilton  con- 
ure  up  less  pleasant  memories.  It  was 
n  Hamilton,  during  four  traumatic 
Bonths  last  winter,  that  a  group  of 
nexperienced  but  ambitious  young 
securities  traders  managed  to  lose 
ibout  $50  million  speculating  in  the 
3ond  market.  Those  losses  wiped  out 
learly  half  the  worldwide  net  profits 
or  1985  earned  by  the  most  popular 
jrand  of  liquor  in  the  world.  (The  run- 
ler-up,  but  well  behind,  is  Heublein's 
jmimoff  vodka,  which  according  to 
mpact  International,  a  market  re- 
search firm,  sold  13.8  million  cases 
(vorldwide  last  year,  vs.  Bacardi's  18.8 
nillion.) 

Bacardi  is  a  tangle  of  companies. 
3nly  one,  Bacardi  Corp.,  traded  over- 
:he-counter,  has  any  significant  pub- 
ic ownership.  Bacardi  Corp.  produces 
■um  in  Puerto  Rico  that  it  sells  to 
mother,  closely  held  Bacardi  outfit 
or  sale  in  U.S.  markets.  Other  Bacardi 
:ompanies  own  the  trademarks  and 
jottle  and  market  Bacardi  beverages 
;hroughout  the  world.  The  trading 
osses  were  sustained  by  yet  another 
jffshoot,  Bacardi  Capital,  co-owned 
)y  two  of  the  closely  held  companies. 

In  recent  years  outside  consultants 
lave  urged  the  Bacardi  group  to  diver- 
sify into  everything  from  British  mer- 
chant banking  to  soft  drink  bottling 
jperations  in  El  Salvador.  Most  pro- 
50sals  have  been  rejected  out  of  hand, 
3Ut  a  few  have  been  accepted,  and  the 
•esults  have  been  spotty. 

Three  years  ago  Bacardi  Corp.  diver- 


sified into  consumer  electronics 
through  the  acquisition  for  $11  mil- 
lion of  Lloyd's  Electronics,  a  margin- 
ally profitable  New  Jersey  distributor 
of  low-quality  stereo  equipment  man- 
ufactured largely  in  Taiwan  and 
South  Korea.  The  investment  has 
proved  a  disappointment,  and  having 
written  off  $8  million  more  since 
then,  Bacardi  has  recently  put  the 


Shirlcv'  Kaneda 


company  back  up  for  sale.  Other  di- 
versification efforts  have  included  in- 
vestments in  a  Philadelphia  securities 
firm,  a  risk  arbitrage  fund  in  the  Cay- 
man Islands,  a  reinsurance  company 
in  Bermuda  and  an  asset-management 
firm  in  Switzerland. 

Why  diversify  into  unknown  busi- 
nesses when  you  have  a  dominant 
position  in  a  growing  part  of  the  li- 
quor business?  Because  of  a  well- 
founded  fear  that  "the  mixable  one" 
has  begun  to  mature.  Bacardi  rum's 
average  annual  compounded  growth 
rate  worldwide  has  slipped  from  15% 
during  the  Seventies  to  less  than  4% 
since  1981. 

Ever  since  1862,  when  Don  Fa- 
cundo  Bacardi,  founder  of  the  empire 
in  Cuba,  discovered  a  way  to  distill 
molasses  into  a  lighter,  purer  bever- 
age, the  bottling  and  marketing  of  Ba- 
cardi rum  has  been  the  next  best  thing 
to  owning  a  mint.  Distilling  in  tax- 
exempt  Puerto  Rico  for  the  U.S.  mar- 
ket and  in  Mexico,  Brazil,  Spain  and 
other  countries  for  Latin  America, 
Asia  and  Europe,  Bacardi  today  enjoys 
over  20%  in  estimated  profit  margins 
on  net  sales  (after  excise  taxes),  and 
boasts  global  retained  earnings  ex- 
ceeding an  estimated  $500  million. 

Never  keen  about  diversification  to 
begin  with,  some  large  Bacardi  share- 
holders have  thus  found  themselves 
increasingly  at  odds  with  their  own 
management.  Says  a  former  Bacardi 
insider:  "The  formation  of  Bacardi 
Capital  was  not  entirely  embraced  by 
the  family.  No  one  ever  got  to  be  a 
hero  at  Bacardi  by  pushing  anything 
other  than  Bacardi  rum." 

Bacardi  Capital  was  formed  in  1983 
to  manage  some  $200  million  in  sur- 
plus liquid  assets  of  the  non-U. S.  Ba- 
cardi companies.  With  $20  million  in 
seed  capital  (later  doubled),  Bacardi 
Capital  became  the  responsibility  of 
Brewster  Righter,  50,  a  finance  man 
recruited  away  from  ITT.  Known 
among  his  colleagues  variously  as 
"Rambo"  Righter,  "Rocky"  and 
"Bang  It  Out  Brewster,"  Righter  set 
about  recruiting  a  team  of  hotshot 
young  traders,  most  of  them  not  long 
out  of  business  school. 

By  last  autumn  Bacardi  Capital  had 
become  one  of  the  largest  users  of 
foreign  currency  hedging  on  the  Phila- 
delphia Stock  Exchange,  and  its  trad- 
ers had  also  begun  speculating  on  the 
bond  market.  Though  the  Bacardi 
Capital  board  was  briefed  with  slide 
show  presentations  and  supporting 
data  on  the  various  trading  strategies, 
at  least  one  person  present  at  the 
briefings  came  away  sensing  that  the 
Bacardi  people  failed  to  appreciate  the 


risks  inherent  in  the  plan. 

Risky  it  was,  as  everyone  soon 
found  out.  For  in  mid-October,  with 
the  bond  market  well  into  its  biggest 
bull  rally  since  WWII,  Capital's  inex- 
perienced young  traders  began  short- 
ing Treasury  bonds  in  the  belief  that 
interest  rates  would  soon  reverse 
course  and  rise. 

Although  Capital  had  reportedly  es- 
tablished strict  position  limits  on  in- 
vestments by  the  trades,  the  limits 
were  circumvented  wlien  the  traders, 
seeing  their  losses  mount,  began 
"lateralizing"  their  exposures.  As  ex- 
plained by  one  participant,  when  loss 


limits  were  reached  in  30-year  bonds, 
for  example,  similar  short  positions 
were  opened  up  in  the  20-year  bonds, 
followed  by  their  Canadian  equiva- 
lents. After  that  came  future^  on  all 
those  instruments,  and  finally  op- 
tions on  the  futures  as  well.  "You 
now  have  12  times  the  exposure,"  ex- 
plained the  insider.  "And  then,  when 
it  all  goes  against  you,  you  say,  'Well, 
I  think  we  ought  to  double  up.'  " 

The  trading  reached  a  crescendo  of 
red  ink  in  February  when,  in  one 
stomach-churning  week.  Capital's  cu- 
mulative loss  on  its  short  positions 
doubled,  to  nearly  $50  million.  Con- 


fessed William  Edwards,  vice  presi- 
dent of  operations  at  Bacardi  Interna- 
tional Ltd.,  one  of  Capital's  two  par- 
ents, "We're  completely  ill  informed 
about  that  sort  of  business.  We  know 
nothing  about  it." 

fust  as  with  Mark  Twain's  anecdote 
about  the  cat  that  sat  on  a  hot  stove 
and  thereafter  refused  to  sit  on  anyi 
stove,  Bacardi's  managers  now  face 
the  paralyzing  danger  of  being  so  fear- 
ful of  diversification  as  to  do  nothing 
at  all.  Just  because  Bacardi  rum  does 
not  mix  well  with  Treasury  bonds  and 
Taiwanese  stereo  rigs  doesn't  mean  it 
won't  go  with  anything  at  all.  ■ 


Brokering  big  loans  for  little  thrifts  seemed 
like  a  great  idea  when  Siscorp  got  started. 


Fools  and  their 
money 


By  Lisa  Gubernick 
and  Barbara  Kallen 


GREED,"  MUSES  Louis  Brigham, 
"precipitated  an  awful  lot  of 
this  on  an  awful  lot  of  sides." 
Brigham  is  referring  to  an  unfolding 
financial  mess  known  as  Savings  In- 
vestment Service  Corp.,  or  Siscorp,  a 
once-powerful  but  now  virtually 
bankrupt  loan  broker  based  in  an 
Oklahoma  City  suburb.  Brigham  and 
a  partner,  Murray  Cohen,  were 
brought  in  by  federal  regulators  last 
fall  to  get  to  the  bottom  of  Siscorp's 
murky  dealings. 

Business  failure  comes  easily  in 
Oklahoma  these  days.  A  farm  and  oil 
economy  gone  bust  has  made  the 
bankruptcy  court  in  the  state  capital 
one  of  the  busiest  in  the  country.  Sis- 
corp appears  to  represent  an  unusual- 
ly catastrophic  combination  of  inepti- 
tude, greed  and,  possibly,  larceny.  Six- 
ty-odd savings  and  loans  scattered 
throughout  the  country  now  face  up 
to  $200  million  ai  losses.  Borrowers 
and  lenders  have  fiic<.!  some  30  law- 
suits with  claims  totaling  hundreds  of 
millions.  Experts  sur/eying  the  dam- 


age say  losses  could  bring  down  as 
many  as  20  small  thrifts. 

Siscorp  was  set  up  in  1972  by  a 
group  of  about  30  local  thrifts  to  make 
larger  loans  than  they  could  have 
made  on  their  own.  The  thrifts  figured 
this  would  help  them  boost  returns  in 


the  anything-goes  world  of  financial 
deregulation.  All  projects  would  be 
channeled  through  Siscorp.  Siscorp 
would  collect  the  funds  from  the  par- 
ticipating lenders,  forward  the  money 
to  the  borrower  and  collect  a  1%  to 
2%  fee.  The  founding  S&Ls  hired 
Bruce  Wright,  a  genial  Oklahoma  na- 
tive, as  Siscorp  president. 

Wright  seemed  just  the  choice.  By 
mid- 1 985  Siscorp  had  originated 
about  $400  million  worth  of  loans — 
about  half  of  which,  it  now  appears, 
are  no  good. 

Wright  put  over  $7,000  worth  of 
country  club  bills  on  Siscorp's  tab. 
The  home  of  Siscorp's  corporate 
counsel  and  deal  adviser,  John  Hud- 
son, carried  a  $350,000  mortgage,  fi- 
nanced by  Siscorp  but  never  disclosed 
to  Siscorp's  directors. 

Most  of  Siscorp's  trouble,  however, 
stems  from  Wright's  apparent  deci- 
sion in  the  early  1980s  that  Siscorp 
would  do  more  than  just  originate 
loans — it  would  also  issue  standby 
loan  commitments  (agreements  to 
lend  money  to  the  borrower  in  the 


The  Belle  Isle  site  in  Oklahoma  i  ...  la 
Will  the  original  lenders  get  out  what 
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event  of  default).  For  the  commit- 
ments, Siscorp  charged  a  nice  fee. 

According  to  Siscorp's  directors, 
Wright  signed  the  standby  commit- 
ment letters  but  never  told  the  board 
what  he  was  doing.  Nor,  the  directors 
say,  did  he  even  record  hovs^  much 
v^hich  borrowers  paid  for  those  com- 
mitments. Wright  won't  respond. 
Federal  Home  Loan  Bank  Board  inves- 
tigators are  now  sifting  through  car- 
tons of  Siscorp's  disheveled  records, 
trying  to  piece  together  what  hap- 
pened. So  are  FBI  agents,  in  prepara- 
tion for  a  grand  jury  hearing. 

Since  Wright  began  arranging  for 
the  commitments,  borrowers  on  near- 
ly a  dozen  of  those  deals  have  default- 
ed, leaving  fiscally  frail  S&Ls  associ- 
ated with  Siscorp  in  mortal  danger. 
Consider  Siscorp's  decision  to  issue  a 
standby  commitment  for  a  Minot, 
N.D.  hotel  in  1981.  Siscorp  was  paid 
over  $300,000  for  the  commitment, 
but  two  years  later  the  development 
was  refinanced  for  $6. 1  million,  via  a 
public  debt  offering  underwritten  by 
St.  Louis'  Heitner  Corp.  This  time  the 
developers  paid  Siscorp  $321,000  for 
the  standby  commitment  that  helped 
Heitner  sell  the  bonds. 

According  to  Heitner  counsel  Jo- 
seph Walsh,  Siscorp's  Wright  and 
counsel  Hudson  both  assured  Heitner 
Corp.  and  the  borrowers  that  banks 
had  taken  out  the  commitments. 

Embarrassingly  for  Walsh,  he  let 
Wright  and  Hudson  talk  him  out  of 
obtaining  copies  of  the  commitment 
letters.  After  the  Minot  hotel  develop- 
ers defaulted  on  loan  payments  in 
June  1984,  the  bondholders  finally 
looked  to  their  standby  commit- 
ments. Oops.  No  commitment  let- 
ters. Funny  thing:  Siscorp  has  no  rec- 
ord of  them. 

What  happened  to  the  $321,000  the 
developers  say  they  paid  Siscorp's 
agent  for  the  commitment  letters? 
That's  a  question  with  no  answer. 

A  name  that  keeps  popping  up  in 
the  tangle  of  Siscorp  litigation  is  that 
of  David  Namer,  39,  a  handsome  Cu- 
ban-bom loan  broker  working  out  of 
New  Orleans.  Namer  apparently 
started  brokering  Siscorp's  deals  in 
1980,  one  year  after  he  terminated  his 
ten-year  career  as  an  FMcyclopaedia 
Britanniai  salesman,  and  the  same 
year  he  was  convicted  in  New  Orleans 
on  three  counts  of  felony  loan  fraud 
(the  judgment  has  since  been  reversed 
on  a  technicality,  but  a  new  hearing 
on  the  case  is  scheduled  for  August). 

It  was  Namer  who  brought  Siscorp 
the  Mmot  hotel  deal  m  1981.  In  1983 
he  offered  Siscorp  the  chance  to  ar- 
range financing  for  the  $12  million, 
228-room  Excelsior  hotel  in  Provo, 


Utah.  Heitner  again  helped  under- 
write the  project's  bonds. 

The  Provo  developers  say  they  paid 
Namer,  Siscorp's  agent,  $537,000  for  a 
standby  commitment  for  the  deal. 
Again  Heitner's  lawyer,  Walsh,  was 
talked  out  of  obtaining  copies  of  the 
commitment  letters.  Walsh  claims 
that  when  he  met  Namer  in  a  TWA 
airport  lounge  and  asked  to  see  the 
letters,  Namer  flashed  what  looked 
like  authentic  stationery  from  the 
U.S.  Steel  Credit  Corp.,  signed  by  the 
firm's  assistant  secretary,  S.  Hugh 
Welch.  Namer,  says  Walsh,  wouldn't 
let  the  documents  be  copied. 

In  February  1985,  when  the  Provo 
developers  failed  to  make  their 
monthly  payment,  Walsh  contacted 
Welch  at  U.S.  Steel.  To  Walsh's  dis- 
may, Welch  told  him  he  had  never 
heard  of  the  Provo  deal. 

What  does  Namer,  a  natural  charm- 
er, have  to  say  about  the  purloined 
letters?  "Sounds  very  007  to  me,"  he 
laughs,  and  refuses  all  further  com- 
ment. "Let's  talk  about  apartheid, 
okay?"  says  Namer's  lawyer.  Namer 
may  be  down,  but  he  is  not  out. 
Though  he  sold  his  Lear  jet,  he  still 
drives  a  gray  Mercedes  sedan  and  re- 
sides in  an  opulent  home  with  a  pool. 

Wright,  who  is  steering  clear  of  the 
press,  may  not  have  fared  so  well.  Last 


By  Ben  Weberman 

WELL,  MAYBE  I  don't  catc  about 
your  short-term  financing, "  a 
more  than  slightly  irritated 
Willard  Butcher  recently  told  a  poten- 
tial merger  and  acquisition  client  who 
was  looking  for  a  90-day  bridge  loan. 
Butcher,  chairman  of  the  Chase  Man- 
hattan Bank,  is  hunting  decidedly  big- 
ger game  these  days.  "My  bank  wants 


November  officials  from  the  Federal 
Home  Loan  Board  of  Topeka  ordered 
Siscorp's  board  of  directors  to  suspend 
Wright.  Two  consultants,  Lewis 
Brigham  and  Murray  Cohen,  were 
hired  to  straighten  out  Siscorp's  mess. 

Further  hampering  Cohen's,  Brig- 
ham's  and  the  regulators'  efforts  to 
unravel  the  Siscorp  knot,  a  Siscorp 
employee  charged  in  court  that  loan 
documents  started  disappearing  from 
Siscorp's  office  last  summer.  Last  Jan- 
uary, the  day  before  his  FBI  interview, 
the  employee  said,  Wright  left  with  a 
file  of  "personal"  documents.  Drawls 
Brigharn:  "We  are  not  going  to  find 
out  anything  until  we  get  Wright, 
Namer  and  Hudson  in  one  room." 

But  some  of  Siscorp's  follies  simply 
involved  questionable  judgment.  In 
1983,  a  year  after  Oklahoma  City's 
Penn  Square  fiasco,  Siscorp  S&.Ls 
funded  the  first  $10  million  on  Belle 
Isle,  a  $300  million  construction  pro- 
ject just  a  few  blocks  from  Penn 
Square  bank.  Belle  Isle's  developers 
are  now  scrambling  for  more  loans  to 
keep  the  project  going.  Says  Murray 
Cohen,  "At  this  point  Siscorp's  thrifts 
would  have  a  hard  time  getting  out 
what  they've  put  into  it  (Belle  Isle]." 

Deregulation  of  banking  has  its 
good  side,  but  it  sure  opened  the  door 
to  a  lot  of  fraud  and  folly.  ■ 


to  arrange  your  permanent  finan- 
cing," Butcher  explains.  "We  can  do  it 
as  debt,  equity  or  any  other  securities; 
in  dollars,  yen,  marks  or  the  currency 
of  your  choice.  And  we  can  arrange  it 
anywhere  in  the  world  where  the  cost 
is  most  economical." 

And  all  the  major  money  center 
banks  are  right  there  with  him.  From 
little  or  no  business  a  few  years  ago, 
the  commercial  banks  now  compete 


Why  are  the  largest  U.S.  commercial  hanks 
diving  headlong  into  the  risky  and  often 
turbulent  waters  of  international  invest- 
ment banking?  Simple. 

More  freedom, 
fatter  profits 
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aggressively  for  such  business  as  in- 
ternational underwriting  and  floating 
rate  note  deals,  in  the  first  six  months 
of  1986,  for  example,  J. P.  Morgan  did 
$1.2  billion  in  FRNs,  second  only  to 
Credit  Suisse  First  Boston  and  sur- 
passing Salomon  Brothers. 

Globalization  of  the  world's  securi- 
ties markets  combined  with  rapid  in- 
novation in  the  financial  markets  ac- 
count for  this  widening  of  activities. 
That,  and  the  Glass-Steagall  Act,  that 
relic  of  the  Depression,  are  propelling 
banks  to  compete  internationally 
with  investment  banks.  The  Glass- 
Steagall  Act  only  keeps  the  big  banks 
from  underwriting  corporate  securi- 
ties in  this  country,  as  investment 
bankers  do. 

But  Glass-Steagall  restrictions  end 
at  the  U.S.  border.  The  banks  can 


compete  head  on  against  the  Salo- 
mons and  Goldman,  Sachses  every- 
where in  the  world  but  here.  And  do 
they  ever.  Chalk-stripe-suit  types 
from  the  biggest  U.S.  commercial 
banks  chasing  after  new  business 
abroad  are  a  big  part  of  the  load  factor 
on  intercontinental  flights  these  days. 

The  variety  and  permutations  in  in- 
ternational banking  deals  are  stun- 
ning. Forget  your  plain-vanilla  debt 
and  equity  issues,  which  the  banks 
will  still  be  happy  to  provide,  of 
course.  Now  the  game  has  moved  into 
unbundling  financing  deals,  to  re- 
package or  trade  the  separate  risks. 
"Futures,  options,  swaps,  ceilings,  in- 
demnities, option  bonds,  investment 
agreements  are  just  some  of  the  prod- 
uct repackagings  we  get  into,"  says  a 
Citicorp  official,  sounding  like  a  train 
conductor  anncuncing  the  next  seven 
stations. 

"In  1985  alone  sorac  20  new  credit 
and  capital  marker  instruments  were 
introduced,  everything  from  zero  cou- 
pon convertibles  to  collateralized  se- 


curities backed  by  auto  loans,"  says 
Douglas  Ebert,  investment  banking 
sector  executive  vice  president  of 
Manufacturers  Hanover  Corp.  "Non- 
dollar floaters  and  nondollar  zeros 
also  emerged,  as  well  as  Japanese  sho- 
gun  and  sushi  bonds." 

Right.  More  than  that,  the  U.S. 
commercial  banks,  with  far  deeper 
pockets  than  the  average  investment 
bank,  can  afford  to  take  positions,  for 
example,  in  the  currency  and  interest 
rate  swaps  they  manage  for  clients. 
Which  means  only  that  if  the  deal  is  a 
winner,  the  bank  makes  money  from 
the  management  fee  and  also  from  the 
profit  on  the  deal  itself. 

There  is  good  money  in  those  fees. 
It  is  the  difference  between  fee  in- 
come and  interest  income  that  chiefly 
explains  why  investment  banks  have 


enjoyed  an  average  return  on  equity  of 
26%  over  the  past  five  years  while 
commercial  banks  had  to  settle  for  an 
average  14%  return. 

Terrific,  as  long  as  the  deals  turn 
out  well.  The  dark  side  for  the  banks 
is  that  these  deals  can  be  as  risky  as 
simply  lending  money.  Not  only  can 
the  bank  end  up  on  the  wrong  side  of 
the  securities  transaction  or  be  unable 
to  match  its  swap  immediately,  but 
these  off-balance-sheet  deals  stretch 
the  bank's  capital  in  ways  the  tradi- 
tional ratios  do  not  measure. 

The  banks,  of  course,  prefer  not  to 
dwell  on  the  depressing  outcome  of  a 
sour  deal,  even  though  they  are  risk- 
ing their  depositors'  money.  They 
would  rather  focus  on  profit  potential. 
A  study  group  of  central  bankers  from 
the  Group  of  Ten  leading  industrial- 
ized countries  found,  for  example, 
that  outstanding  interest  rate  swaps 
totaled  as  much  as  $150  billion  last 
year.  Outstanding  swaps  will  surpass 
$200  billion  this  year.  Outstanding 
currency  swaps  in  the  same  period 


have  almost  doubled,  from  $30  billion 
to  about  $55  billion. 

Little  wonder,  then,  that  the  big 
banks  have  reorganized  to  handle  this 
multidimensional  international  busi- 
ness. In  1984  Chase  reconfigured  it- 
self into  three  divisions — consumer 
banking,  national  banking  and  global 
banking.  A  few  years  ago  virtually 
none  of  Chase's  profits  came  from 
investment  banking.  Now  more  than 
25%  of  profits  comes  from  worldwide 
investment  banking,  and  the  percent- 
age is  growing  rapidly. 

Chase,  in  fact,  is  one  of  the  last  of 
the  money  center  banks  to  pursue 
global  deals  vigorously.  J. P.  Morgan, 
Citicorp  and  Bankers  Trust,  among 
others,  are  far  ahead.  Citicorp's  In- 
vestment Bank  Group,  for  one,  last 
year  earned  $425  million,  or  37%  of 
Citicorp's  net  income.  And  the  bulk 
of  that  came  from  foreign  exchange 
and  bond  trading. 

"We  are  a  broker/dealer/underwri- 
ter/distributor  on  every  major  and  mi- 
nor stock  exchange  in  the  world  with 
one  exception — the  U.S.,"  says 
Thomas  C.  Theobold,  vice  chairman 
of  Citicorp  and  head  of  the  Invest- 
ment Bank  sector.  "I  can  honestly  say 
I  would  not  trade  our  position  in  Japan 
and  the  U.K.  for  the  one  exception, 
because  the  incremental  growth  po- 
tential is  better  in  those  countries 
than  on  Wall  Street." 

Maybe  so,  but  the  banks'  failure,  so 
far,  to  abolish  Glass-Steagall  and  in- 
vade Wall  Street  does  haunt  them  in 
foreign  markets  and  at  home.  "With 
our  worldwide  network  of  offices  and 
correspondents,  we  have  the  capabili- 
ty of  doing  large,  multibillion-dollar 
merger  and  acquisition  deals  at  least 
as  efficiently  as  a  Goldman  or  Mer- 
rill," says  a  J. P.  Morgan  spokesman, 
"but  some  clients  are  afraid  that  some 
avenues  of  U.S.  financing  may  be 
closed  to  them.  So  they  take  their 
business  to  one  of  the  big  investment 
bankers." 

And  so  far  this  has  kept  the  com- 
mercial banks  in  the  middle  of  the 
pack  in  the  international  investment 
banking  sweepstakes.  In  the  first  six 
months  of  1986  the  leading  U.S.  in- 
vestment bank  underwriting  overseas 
is  Credit  Suisse  First  Boston,  with  51 
issues  totaling  $7.1  billion.  J. P.  Mor- 
gan did  $3.3  billion,  and  Bankers 
Trust  $1.4  bilhon. 

With  the  competition  now  heating 
up  for  real,  the  challenge  for  the  com- 
mercial banks  will  be  to  keep  their 
heads,  so  that  their  forays  into  invest- 
ment banking  overseas  produce  re- 
sults different  from  their  earlier  leaps 
into  Latin  America,  energy  and  real 
estate.  ■ 
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With  the  IBM  System/36  PC, 
you  can  run  your  business 
from  here. 


This  surprisingly  small  IBM  System/36  PC- 
has  the  power  to  keep  any  size  business 
moving.  At  a  sur|)risingly  small  price. 

Connect  the  System/.%  PC  to  your  IBM 
Personal  Computer,  and  you  have  the  pow(M- 
to  build  your  fortune  without  spending  one. 
And  you  also  have  a  system  that's  part  oi  the  8ystem/36 
— IBM's  most  popular  multi-user  (computer  family.  Which 
gives  any  business  access  to  the  broad  range  of  System/36 
software  as  well  as  PC  soltware. 

I  he  basic  System/36  PC,  a  prot;essor  and  a  personal 
computer,  easily  operates  as  a  standalone  system  in  a  small 
business.  Or  ties  a  department  in  a  larger  organization 
together  by  connecting  a  combination  of  IBM  PCX 
System/3o  terminals  or  compatible  printers.  So  you  can 
share  information  and  resources. 

And  yet,  with  all  that  power,  the  System/36  PC 
processor  is  so  small,  it  fits  under  your  desk,  on  top,  or 
next  to  it.  Wherever  you  put  it,  you  can  run  a  successful 
business  from  the  best  position. 

Por  a  free  brochure  on  the  IBM  System/36  I*C,  or  Ibr 
information  on  product  availabilitv  from  participating 
Authorized  IBM  PC  Dealers,  Value  Added  Dealers  or  IBM 
Product  Centers,  call  1 800  IBM-2468,ext.  007/LD.Or 
call  your  maiketing  representative.  And  be  sure  to  ask 
about  IBM  Credit  Corporation  financing.  ==:^==« 


The  Kodak 

advantage  is 

Kgger  than  ev9"! 


The  Kodak  advantage:  Leading  technology  and  proven  reliability  and  the 
best  service  in  the  business.  It's  an  advantage  that's  been  reafhrmed  every  year  for 
five  straight  years  by  an  independent  research  organization,  it's  an  advantage  that 
grows  bigger  each  time  we  introduce  new  models.  Here,  now,  a  whole  new  family  of 
high-volume  copier-duplicators  for  walk-up  and  repro  applications. 

Introducing  the  user-friendiy  walk-up  copiers. 

New  Kodak  Ektaprint  235  copier-duplicators  make  it  easier  than  ever  for  walk- 
up  users  to  do  some  surprisingly  complicated  jobs,  more  quickly  than  ever.  All  kinds 
of  duplexing,  chapterization,  slip-sheeting. . .  it's  all  easy  and  all  at  5100  copies  an 
hour!  Options  include  a  finisher  with  six-way  stitching  or  an  economical  new  stapler. 

Introducing  the  right  combination  for  tough  repro  jobs. 

New  Kodak  Ektaprint  300  duplicators  take  on  tough  jobs-like  tabs,  duplexing, 
dividers,  covers,  stapling  and  binding— and  do  them  all  with  the  productivity  of  easy 
jobs,  at  a  full  6000  copies  an  hour!  And  there's  a  unique  Kodak  Telassistance  network 
for  quick  service  diagnoses  and  even  fixes  by  phone.  You  can  have  your  duplicator 
with  six-way  stitching  or  with  both  stitching  and  Kodak's  exclusive  binding  feature. 

For  details  on  these  new  Kodak  copiers  and  duplicators,  write  or 
call  Eastman  Kodak  Company  CP6250,  343  State  Street,  Rochester,  NY  14650. 
1 800  44KODAK  (1  800  445-6325)  Ext.  610. 


Why  is  progressive  Rochester  Tel  buying  mosshound  rural  tele- 
phone outfits?  They  heat  computer  stores  and  videotex. 


Hey,  this  is 
a  phone  company 


By  Hark  Clifford 


THE  BIG-TIME  PHONE  Companies, 
Bell  Atlantic,  Nynex  and  Bell- 
South, are  on  a  deregulation 
spree,  going  into  real  estate,  computer 
retailing  and  away-from-home  Yellow 
Pages  publishing. 
And  where  in  all  this  ruckus  is  little 


Rochester  Telephone  Co.,  which  was 
one  of  the  first  telephone  companies 
to  embrace  deregulation? 

As  early  as  1972,  when  Bell  compa- 
nies were  fighting  the  Carterfone  de- 
cision, Rochester  was  letting  custom- 
ers hook  up  their  own  terminal  equip- 
ment. It  was  among  the  first  to  begin 
selling,   rather  than  renting,  tele- 


phones to  customers.  Progressive 
Rochester  (1985  sales,  $405  million) 
is  still  away  from  the  rest  of  the  pack. 
It  has  recently  enlisted  an  American 
Express  subsidiary  to  help  take  over — 
surprise — telephone  utilities. 

The  metropolitan  Rochester  service 
area  is  posting  an  anemic  1%  to  2% 
annual  growth  in  access  lines.  That  is 


Alan  lla^L-h.   ■  ,.:    ■./).t;/\....,,       ,f Rochester  Telephone  Co. 

"We're  not  retailors  and.  we're  not  manufacturers,  but  we  can  manage  and  install  networks. 
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We  soothe  your  way  from  West  to  East 

We  delight  you  with  the  exotic. 

We  comfort  you  with  the  familiar. 

We  make  speed  serene.  And  precision  graceful. 
We  ease  your  transition  into  our  world 
and  then  guide  you  wherever  you  want  to  go. 
In  everything  we  do,  we  seek  to  make  you  feel  as  at  home  in  the  Orient  as  we  are. 
On  your  next  flight  to  the  East,  let  us  soothe  your  way 
For  reservations,  call  your  travel  agent 

or  Japan  Air  Lines  at  1-800-JAL-FONE. 


%IJKI»JKN  MR  LINES 

We  give  you  more  of  the  Orient. 


Chicago 


Los  Angeles 


San  Francisco 


Honolulu 


Anchorage 


Out-of-town  call 


Wouldn't  Rochester  Telephone— or  any  inves- 
tor— like  to  lay  hands  on  Enterprise  Telephone 
Co.  of  New  Hollanc',  Pa.  Operating  income  before 
taxes  and  depreciation  was  $40  a  share  last  year, 
more  than  the  stock  sells  for — when  it  sells  at  all. 
Closely  held  phone  companies  like  this  (see  table 
below)  give  new  meaning  to  the  expression  "thin 
stock  float." 

Enterprise's  customer  base  is  thin,  too,  making  its 
15.7%  return  on  equity  quite  admirable.  Serving  the 
Amish  country  in  central  Pennsylvania,  with  lines 
strung  through  towns  like  Intercourse  and  Blue  Ball, 
Enterprise  has  to  deal  with  some  quirky  consumers. 
The  Amish,  who  generally  don't  use  electricity  or 
automobiles,  are  prohibited  from  having  telephones 
in  their  houses.  But  they'll  sometimes  arrange  with 
Enterprise  to  put  a  phone  in  a  bam.  "If  the  bishop 
finds  out,  it  has  to  go,"  says  Willard  Hershey,  the 


company's  general  manager. 

Enterprise  has  adjusted  quite  nicely.  It  pays  a 
$4.05  dividend,  or  11.25%  of  the  most  recent  bid  for 
the  stock.  "When  one  of  these  shares  shows  up,  it's 
like  throwing  feed  into  the  middle  of  a  flock  of 
chickens,"  says  Edward  McLaughlin,  an  investor. in 
Florida  who  hunts  these  issues. 

"We've  never  bothered  to  do  much  analysis  as 
long  as  there's  a  predictable  earnings  stream  and 
they're  selling  at  a  discount  to  book  value,"  says 
William  Browne,  general  partner  at  Tweedy,  Browne 
Inc.  in  New  York  City.  Tweedy,  Browne,  a  specialist 
in  obscure  stocks,  has  been  buying  shares  of  small 
telephone  companies  since  the  1930s.  "I  don't  know 
what  managements  are  like  or  how  often  they  go  to 
work,  but  if  you  have  a  12%  to  14%  allowed  return 
on  equity,  and  they're  selling  at  half  book  value,  you 
have  a  mandated  profit." — M.C. 


one  reason  Rochester  Tel  does  not 
turn  up  its  nose  at  backwater  opera- 
tions like  AuSable  Valley  Telephone 
Co.  in  the  Adirondacks,  whose  repair 
fleet  had  a  boat  to  service  a  line  jury- 
rigged  across  a  lake.  Quite  simply, 
rural  telephone  companies  can  make 
surprising  amounts  of  money.  Among 
the  country's  1,426  telephone  compa- 
nies, most  of  them  tiny,  even  by 
Rochester's  standards,  are  some  elu- 
sive gems  (see  box  and  table). 

Rochester  thought  about  opening  a 
chain  of  telephone  stores,  getting  into 
cable  television  or  starting  a  videotex 
service,  but  all  these  activities  were 
too  far  afield.  "We're  not  retailers  and 
we're  not  manufacturers,"  says  Alan 
Hasselwander,  52,  Rochester's  dis- 
armingly  blunt  chief  executive,  "but 
we  can  manage  and  install  networks, 
and  we're  learning  how  to  be  good  at 
selling  them." 

When  it  takes  over  a  company, 
Rochester  centralizes  tasks  like  pay- 
roll and  data  processing  and  clears  up 
back  orders,  which  mainly  means  giv- 


ing people  who  have  party-line 
phones  their  own  lines.  The  revenue 
base  gets  bigger,  costs  go  down,  and 
the  money  rolls  in.  For  example,  Au- 
Sable's  return  on  equity  was  22%  last 
year,  7  points  better  than  the  rest  of 
Rochester.  Rochester's  earnings  from 
its  four  acquired  telephone  companies 
have  nearly  doubled  in  the  past  four 
years,  to  $5  million.  Of  course,  it 
would  like  to  buy  much  bigger  ones, 
but  there  aren't  a  lot  of  those  left. 

Hasselwander  thinks  that  he  can 
increase  Rochester's  access  lines — a 
rough  measure  of  the  customer  base — 
by  as  much  as  20%  over  the  next  five 
years  through  acquisitions,  which 
could  add  25%  to  profits  on  the  regu- 
lated side  of  the  business.  What  else 
to  do  with  that  cash  flow?  This  year 
the  company  will  take  in  almost  $1 1  a 
share  in  profit,  depreciation  and  post- 
poned taxes,  against  less  than  $6  in 
capital  spending  on  the  Rochester  ser- 
vice area. 

A  nearly  completed  $80  million 
long-distance  network  is  helping  soak 


Out  in  the  boondocks 


Why  has  Rochester  Telephone  hired  an  investment  bank  to  hunt  down 
rural  phone  companies?  It  hopes  to  land  a  gem  or  two  like  these.  But  it 
will  likely  have  to  pay  a  stiff  premium  to  get  the  shares. 


Company 

Price" 

Earnings 

Dividend 

Book  value 

Buffalo  Valley  Telephone  Co 

$50 

$23.76 

$7.00 

$124 

Denver  &  Ephr-?^     !  S;  Tel  Co 

42 

13.87 

3.86 

97 

Enterprise  TelephoTi;  C'_> 

36 

13.85 

4.05 

88 

Seneca-Gorham  Telephone  Corp 

800 

225.73 

30.00 

1,670 

Warwick  Valley  Telephone  Co 

60 

13.04 

4.50 

61 

All  data  are  per  share     ( .f  1  Z'')\m  except  stock  prices.    'Recent  trade  or  bid. 

up  the  money,  more  of  it  than  Hassel- 
wander bargained  for.  The  fiber-op- 
tics-based network  posted  an  $8.8 
million  operating  loss  last  year,  on 
$24  million  in  sales.  "We  expected  to 
lose  money,  but  not  that  much,"  says 
Hasselwander.  "Coming  out  of  a  mo- 
nopoly industry  we  didn't  understand 
sales  and  marketing  costs." 

Hasselwander,  however,  says  the 
long-distance  business  could  be  con- 
tributing $1  a  share  annually  by  the 
early  1990s.  His  plan  is  to  sidestep  the 
glutted  long-distance  metered-mes- 
sage  market — what  individuals  and 
small  businesses  use — and  concen- 
trate on  selling  private  lines  to  larger 
companies. 

The  remaining  nonregulated  busi- 
ness, selling  office  telephone  equip- 
ment (like  PBXs),  is  marginally  profit- 
able. The  company  also  figured  that 
because  it  bought  lots  of  supplies  (like 
wire)  for  its  subsidiaries,  it  could 
make  money  distributing  supplies  to 
other  companies.  Rochester  retreated 
gracefully  by  folding  the  supplies  op- 
eration into  a  joint  venture  with  An- 
ixter  Brothers  Inc.  earlier  this  year.  "It 
made  me  personally  very  cautious 
about  ensuring  that  expansion  is  close 
to  home  and  that  we're  not  kidding 
ourselves  about  our  skills,"  says  Has- 
selwander. He  hasn't  hesitated  to  cut 
loose  some  moneylosers,  selling  a  Ha- 
waiian operation,  which  sold  gear  like 
hotel  switchboards,  and  shuttering  a 
telephone-set  refurbishing  plant  in 
upstate  New  York. 

For  the  big  phone  companies  an  ac- 
quisition may  reflect  a  natural  but  not 
necessarily  wise  urge  to  get  bigger 
still.  For  Rochester,  it's  more  likely  to 
be  an  honest  effort  to  reinvest  in  its 
own  business.  ■ 
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SUBARU/2  IN  CUSTOMER  SATISFACTION. 

t>  SUBAPU  OF  AMERICA  INC  1986  2  YEARS  INAROW. 


¥)UGarit^ 
thing?  differently 

imtilypusee 
thing?  differently 


itself  after  two  centuries  of  foreign  rule. 

As  it  is,  the  founders  of  this  country 
did  not  accept  the  traditional  viewpoint. 
Instead,  they  came  up  with  a  vision 
of  their  own. 

And  today,  in  New  York  harbor  and 
on  this  page,  there  is  a  monument  to 
their  vision. 

Companies  are  like  countries.  They 
can  accept  the  narrow  perspectives  of 
convention— or  they  can  examine 
their  options  anew  and  with  an  unjaun- 
diced  eye. 

If  you  take  the  conventional  view, 
you  can  act  only  in  the  conventional 
way. 

At  General  Electric  Credit 
Corporation,  we  are  devout  believers 
in  the  value  of  the  fresh  perspective. 

We've  found  it  the  best  way  to  help 
other  companies  solve  their  financing 
problems. 

We  start  by  walking  around  a 
business,  poking  at  it  with  sticks, 


Kour  forefathers  had  seen  things  in 
exactly  the  same  perspective  as  their 
forefathers,  America  today  might 
still  be  a  colony —or  struggling  to  right 


peering  at  it  from  every  conceivable 
angle. 

Being  told  that  conventional 
financial  solutions  won't  work  is  not 
very  helpful  unless  you  understand 
why  they  won't  work. 

Then,  if  no  existing  financial  alterna- 
tive will  do  the  job,  we  may  well  invent 
a  new  one. 

Like  the  leveraged  buy-out.  LBO's 
are  old  news  today,  but  when  GE 
Credit  structured  the  first  ones  over 
20  years  ago,  they  were  a  triumph  of 
farsightedness. 

We  pioneered  leveraged  leasing  in 
the  1960's. 


We've  made  the  Business  Revolving 
Charge  a  national  capability,  giving 
thousands  of  small  businesses  a  new 
way  to  buy  equipment  and  supplies. 

In  a  chain  of  stores,  we  found  assets 
that  other  lenders  couldn't  see,  which 
made  it  possible  for  us  to  make  a  well- 
secured  loan  in  the  amount  the  chain 
needed. 

We  found  a  unique  but  solid  way  to 
finance  one  of  the  country's  first  geo- 
thermal  power  plants. 

These  are  only  a  few  examples  of 
unique  solutions  we've  created  to  fit 
unique  needs. 

GE  Credit  has  designed  financial 
plans  and  services  in  construction, 
shipping,  leasing,  equipment  purchase, 
real  estate  and  almost  every  other 
area  of  business  you  can  name. 

We  can  do  things  differently,  because 
we  see  things  differently.  If  your  com- 
pany has  a  financial  problem  you  can't 
see  a  way  around,  call  GECC.  Perhaps 
we  can  change  your  point  of  view. 

Calltollfi-ee:  1  (800)  243-2222  or  write: 
260  Long  Ridge  Rd.,Stamford,CT06902. 


General 
Electric 
Credit 

CORPORATION 


U.S.  producers  doubted  the  potential  for 
facsimile  machines,  while  fapanese  makers 
ran  with  the  technology.  Small  wonder  the 
latter  now  own  the  market. 


A  case 
of  shinbo 


By  marc  Beauchamp 
and  Andrew  Tanzer 


JAPANESE  SUMO  WRESTLERS  are 
known  for  their  sbinbo.  The 
word  denotes  patience  in  the 
face  of  adversity:  Be  patient,  and  your 
opportunity  will  come.  Don't  get 
mad,  get  even,  is  how  an  American 
might  put  it. 

John  Sheehan,  the  New  Jersey- 
based  senior  vice  president  of  Japan's 


Ricoh  Corp.'s  communications  prod- 
ucts group,  is  no  sumo  wrestler,  but 
he  knows  about  sbinbo.  Adversity 
struck  in  1984,  when  Federal  Express 
introduced  its  ZapMail  service  and 
chose  a  Japanese  competitor,  NEC,  to 
make  the  facsimile  machines  Zap- 
Mail  uses  to  transmit  documents  via 
high-speed  telephone  lines  and  satel- 
lite links.  The  decision  hurt,  but 
Sheehan  hid  his  disappointment.  Said 
he  at  the  time:  "I  hope  [ZapMail]  sur- 


Ricob  Corp.  Senior  Vice  President  John  Sbeeban 
"American,  companies  probably  guessed  wrong. 


vives  long  enough  not  only  to  be  tre- 
mendously successful  but  also  to  edu- 
cate Ricoh's  prospective  customers." 

Sheehan's  patience  is  paying  off. 
ZapMail  has  lost  over  $200  million, 
but  fax  sales  are  booming,  Ricoh's  in 
particular.  Last  year  it  accounted  for 
over  14%  of  the  157,000  fax  machines 
sold  in  the  U.S.,  the  highest  market 
share  among  faxmakers.  Total  fax 
sales  have  doubled  since  1982,  to  $606 
million  last  year,  according  to  Data- 
quest,  the  high-tech  market  analysts, 
and  they  are  expected  to  double  again 
by  1990. 

American  faxmakers  will  get  only 
crumbs  from  this  feast — another 
manufacturing  opportunity  lost 
through  lack  of  vision,  and  shinbo,  to 
the  Japanese.  Although  a  few  U.S. 
companies  (namely  Pitney  Bowes,  Xe- 
rox, AT&.T,  Telautograph  and  Har- 
ris/3M)  remain  in  the  game,  virtually 
all  of  their  machines  are  now  made  by 
the  Japanese.  Burroughs  recently 
threw  in  the  towel,  selling  its  fax  divi- 
sion to  Fujitsu,  its  main  original 
equipment  manufacturer  (OEM). 

Basic  facsimile  technology  has  been 
around  since  the  1940s.  As  late  as 
1974  U.S.  faxmakers  dominated  the 
then  slow-growing  U.S.  market.  But 
early  fax  machines  were  big,  tempera- 
mental and  cost  well  over  $10,000. 
Sending  a  single  page  took  six  min- 
utes. It  was  often  cheaper  to  use  the 
telephone,  the  telex  or  a  courier. 

Across  the  Pacific,  however,  the 
complexity  of  the  Japanese  written 
language,  with  its  thousands  of  ideo- 
graphs, quickly  made  fax  transmis- 
sion of  handwriting  a  natural  tool  in 
Japan.  There  are  now  over  1  million 
fax  machines  installed  in  Japan,  with 
everyone,  from  big  companies  to  the 
neighborhood  copy  shop,  using  the 
equipment.  In  Japan,  fax  technology 
has  already  become  a  formidable  com- 
petitor to  Japan's  postal  service. 

As  in  cars  and  TVs,  so  in  fax:  The 
fast-growing  domestic  market  en- 
abled the  highly  competitive  Japanese 
faxmakers — notably  Ricoh,  NEC,  To- 
shiba, Canon,  Matsushita's  Panafax, 
Sharp,  Murata  and  Fujitsu — to  build 
manufacturing  volumes  and  start 
bringing  prices  down. 

Another  early  problem  with  fax 
that  hamstrung  U.S.  makers:  Ma- 
chines made  by  different  vendors 
could  not  communicate  with  each 
other,  greatly  limiting  fax'  appeal. 
Grasping  this,  the  Japanese  makers 
quickly  adopted  international  stan- 
dards for  their  machines:  A  Ricoh  fax, 
say,  could  now  communicate  with 
one  made  by  NEC.  "With  standards  in 
place,"  notes  Dataquest  telecom- 
munications industry  analyst  Ken- 
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neth  Newbury,  "fax  turned  into  a 
manufacturing  game — who  can  make 
it  for  less  cost." 

"American  companies  probably 
guessed  wrong,"  says  Ricoh's  Shee- 
han.  "The  Japanese  saw  fax'  potential 
and  ran  with  it." 

Did  they  ever.  In  the  last  few  years 
the  Japanese  have  transformed  the 
bulky,  unreliable  machines  into  desk- 
top-size boxes  that  can  now  send  a 
typed  page  from  New  York  to,  say, 
Paris,  in  20  seconds.  Prices  have  been 
slashed  from  over  $12,000,  for  the  av- 
erage machine,  to  around  $3,000. 
Prices  are  still  falling. 

Result  of  all  this:  The  installed  base 
of  faxes  in  the  U.S.  has  grown  from 
296,300  units  in  1982  to  around 
525,000  units.  Dataquest's  (probably 
conservative)  prediction  for  1990: 
nearly  1.4  million  machines  in  place, 
virtually  all  made  in  Japan. 

"Fax  finally  is  reaching  critical 
mass,"  argues  Dataquest's  Newbury. 
"One  was  no  good.  Thousands  out 
there  are  better.  Millions  are  better 
yet."  Newbury  expects  fax  to  grow 
the  way  copiers  did  when  they  be- 
came small  and  inexpensive:  from 
one  per  company  to  one  per  depart- 
ment. Already,  more  and  more  busi- 
ness cards  list  fax  numbers  along  with 
telephone  and  telex  numbers.  By  year- 
end  several  more  regional  Bell  operat- 
ing companies  are  expected  to  begin 
selling  fax  machines  under  ,OEM 
deals  with  the  Japanese. 

The  fax  explosion,  coupled  with 
sharply  higher  telephone  access  costs, 
is  already  crippling  the  telex  business. 
Since  1982  the  number  of  domestic 
telex  subscribers  has  fallen  from 
130,000  to  85,000.  Since  1980  traffic 
volume  has  shrunk  from  476  million 
minutes  to  403  million. 

Next  to  be  hit  will  probably  be  the 
U.S.  Postal  Service  and  the  private 
courier  companies  like  Federal  Ex- 
press, Purolator  Courier  Corp.  and 
DHL  Worldwide  Express.  Why  spend 
$14  to  send  ten  pages  in  FedEx'  Over- 
night Letter  when  you  can  send  them 
in  less  than  four  minutes  via  the  fax? 
Concedes  Federal  Express  spokesman 
Jim  Coleman:  "Long  term,  electronic 
transmission  of  documents  will  cap- 
ture a  significant  share  of  document 
transmission." 

Hence  Federal  Express'  decision  in 
1983  to  set  up  its  fax-based  ZapMail 
service,  which  leases  around  7,000 
specially  designed  fax  machines  to 
clients  at  up  to  $295  a  month.  Unfor- 
tunately, ZapMail's  machines  can 
communicate  only  with  other  Zap- 
Mail  machines  in  the  proprietary  net- 
work. Federal  Express  will  soon  modi- 
fy Its  machines  so  they  can  transmit 


directly  to  other  noncompany-owned 
machines.  But  the  move  may  be  too 
late  to  save  ZapMail. 

Does  fax,  in  turn,  have  competi- 
tion? It  does,  in  the  shape  of  electron- 
ic mail — messages  sent  from  one 
computer  terminal  to  another.  West- 
ern Union  is  pushing  EasyLink,  its 
four-year-old,  $150  million  electronic 
mail  service,  which  has  130,000  sub- 
scribers. ITT,  GTE,  GE  and  MCI  have 
also  entered  the  electronic  mail  fray. 

But  the  faxmakers  don't  seem  over- 
ly concerned.  Says  Yoshio  Tabei,  dep- 
uty manager  of  Toshiba's  facsimile 
products  group:  "Both  the  computer 
and  the  fax  are  important  tools  m 


office  automation."  Indeed,  within  a 
few  years  fax  machines  will  probably 
be  linked  to  computers:  Printed  docu- 
ments will  be  fed  directly  into  the 
computer,  scanned  and  converted 
into  electronic  impulses.  The  docu- 
ment can  then  be  manipulated  and,  if 
desired,  transmitted  by  fax. 

You  can't  blame  the  Japanese  for 
their  initiative  and  our  intransigence 
in  the  evolving  fax  trade.  But  with  the 
worldwide  fax  market  estimated  to  be 
worth  nearly  $5  billion  a  year  by  1990, 
it  is  more  than  a  little  sad  that  the 
U.S.  has  lost  yet  another  lucrative 
manufacturing  business  to  able  com- 
petitors across  the  Pacific.  ■ 


Running  Whittaker  Corp.  'Hs  going  to  be 
fun,''  insists  Chairman  Joseph  Alibrandi. 
The  question  is,  for  whom? 

Old  dog, 
old  tricks 


By  John  Heins 


SHAREHOLDERS  OF  Whittaker 
Corp.,  the  big  (1985  sales,  $1.1 
billion)  and  oddly  assorted  pile 
of  assets  headquartered  in  Los  Ange- 
les, have  good  reason  to  feel  whip- 
sawed  and  more  than  slightly  bewil- 
dered. Early  in  February  Whittaker's 
annual  report  for  fiscal  1985  arrived 
with  word  of  Whittaker's  bright  fu- 
ture in  a  nationwide  network  of 
health  maintenance  organizations 
that  had  been  started  the  year  before. 

By  1990,  management  bubbled, 
Whittaker  would  have  invested  $100 
million  and  be  grossing  nearly  $1  bil- 
lion a  year  from  some  50  HMOs.  Only 
weeks  later,  the  annual  report  ink 
barely  dry,  Whittaker  suddenly  an- 
nounced the  sale  of  its  HMO  business 
to  the  Travelers  Corp.  for  $34  million 
and  a  percentage  of  future  revenues 
and  earnings  through  1995. 

Unexpectedly  high  startup  costs, 
figured  the  analysts.  An  acceleration 
of  plans  already  laid,  retorted  Whitta- 
ker Chairman  Joseph  Alibrandi,  who 
now  insists  he  never  intended  to  stay 


in  HMOs  on  his  own.  Whatever  the 
reason,  the  unexpected  sale  of  the 
HMOs  is  of  a  piece  with  Alibrandi's 
stewardship  of  Whittaker. 

Alibrandi,  now  57  and  a  mechanical 
engineer  by  training  and  experience, 
has  been  running  the  company  since 
1970,  when  he  was  recruited  from 
Raytheon.  In  the  years  since,  he  has 
sold  dozens  of  disparate  businesses, 
supposedly  to  "focus"  on  Whittaker's 
strengths.  But  the  picture  remains  a 
blur.  Whittaker  sells  medical  sup- 
plies, defense  electronics,  specialty 
chemicals,  speedboats  and  aluminum 
and  steel  products — none  of  it  very 
profitably.  After  Whittaker  lost  a  lu- 
crative hospital  management  contract 
with  Saudi  Arabia  in  1984,  net  in- 
come for  the  fiscal  year  ended  last 
October  fell  55%,  to  $20  million 
($1.40  a  share).  Even  that  profit  was 
the  result  solely  of  large  tax  credits. 
Return  on  assets  last  year:  2.4%.  In 
the  first  half  of  fiscal  1986  (ended  Apr. 
30)  Whittaker  lost  $2.8  million.  De- 
spite a  recent  runup  to  28,  Whitta- 
ker's stock  remains  stuck  well  below 
its  1981  peak  of  51. 


Forget  about  the  past,  says  Ali- 
brandi,  the  future  is  brighter  than 
ever.  But  his  new  strategy  is  basically 
more  of  the  old  strategy.  Alibrandi 
intends  to  "focus"  on  Whittaker's 
strong  assets  while  dumping  its  weak 
ones.  He  will,  he  promises,  soon  un- 
load more  than  $400  million  in  annu- 
al sales  from  metals,  hydraulic  equip- 
ment and  speedboats.  With  those 
gone,  he  will  concentrate  on  Whitta- 
ker's medical  supply,  defense  elec- 
tronics and  specialty  chemicals  busi- 
nesses. "Until  now  there  has  been  a 
lot  of  fix  it,  repair  it  and  then  sell  it," 
Alibrandi  says.  "Now  it's  going  to  be 
fun  to  really  grow." 

Perhaps.  But  who  will  have  the  fun? 
Alibrandi;  Or  some  outsider?  The 
businesses  Alibrandi  says  he  will  now 


emphasize  are  nothing  to  brag  about. 
Consider,  for  example,  Whittaker's 
hospital  supply  busmess.  In  1980  Ali- 
brandi decided  to  build  Whittaker's 
General  Medical  subsidiary  into  a  na- 
tional power,  going  head  to  head 
against  the  much  larger  American 
Hospital  Supply  Corp.  Alibrandi 
wanted  General  Medical,  like  AHS,  to 
be  both  a  manufacturer  and  a  distribu- 
tor of  hospital  supplies. 

But  acquisitions  were  too  expen- 
sive, the  Whittaker  system  couldn't 
support  rapid  growth,  and  cost  con- 
tainment was  becoming  the  guiding 
force  in  health  care  (see  p.  90).  Yet 
only  recently  has  Alibrandi  invested 
in  a  centralized  computer  system  to 
help  in  purchasing  and  controlling  in- 
ventory. Last  year  General  Medical 


earned  a  lowly  2%  on  sales  of  $375 
million.  Alibrandi's  response:  "We've 
done  all  the  things  that  need  to  be 
done,  but  we're  two  years  away  from 
achieving  our  targets." 

Another  business  Alibrandi  intends 
to  keep  is  Whittaker's  $150  million 
(estimated  1986  sales)  chemicals  busi- 
ness. It,  too,  is  at  a  crossroads.  Whitta- 
ker produces  adhesives  and  coatings 
for  car  manufacturing  as  well  as  home 
and  commercial  building,  each  a  cy- 
clical industry.  Alibrandi  has  recently 
made  several  small  acquisitions — in 
adhesives  for  consumer  products 
manufacturers,  for  example — to  try  to 
smooth  out  the  swings.  But  chemicals 
profit  margins,  which  fell  18%  in  fis- 
cal 1985,  still  haven't  gotten  back  to  \ 
1984  levels.  | 

That  leaves  Whittaker's  $180  mil- 
lion (estimated  revenues)  aerospace 
and  defense  electronics  business, 
where  Alibrandi  has  paid  handsomely 
for  five  acquisitions  in  the  past  year. 
Whittaker  is  strongest  in  surveillance 
and  electronic  countermeasures, 
which  include  such  things  as  sophis- 
ticated radar  jamming.  Both  areas 
should  be  less  susceptible  than  major 
armament  contracts  to  defense  spend- 
ing cuts,  but  Alibrandi  admits  that  his 
business,  too,  will  still  suffer. 

A  consensus  is  developing  that 
Whittaker's  shareholders  may  be  bet- 
ter off  with  the  company  dead  and 
liquidated.  At  $28  per  share,  the  stock 
sells  for  just  under  book  value  and 
barely  a  third  of  sales.  Merrill  Lynch 
analyst  Carol  Neves  notes  that  larger 
firms  might  be  interested  in  certain 
parts  of  Whittaker,  such  as  defense 
electronics,  once  it  gets  down  to  three 
basic  businesses.  She  thinks  the  com- 
pany, dismembered,  might  be  worth 
$40  a  share. 

Alternatively,  Whittaker  might 
make  for  a  tidy  leveraged  buyout  or 
other  type  of  recapitalization.  Debt  is 
only  around  20%  of  total  capital. 
Whittaker's  current  market  value  is 
$370  million.  But  selling  off  just  the 
metals,  hydraulics  and  speedboat 
businesses,  plus  the  proceeds  from 
the  HMO  sale,  could  bring  in  nearly 
$150  million.  A  nice  downpayment. 

Alibrandi  says  he  is  determined  to 
maintain  control  of  Whittaker  and  re- 
tain its  independence.  But  he  clearly 
feels  vulnerable.  He  asked  sharehold- 
ers to  approve  a  raft  of  antitakeover 
measures  at  the  annual  meeting  in 
May.  But  opposition  from  Whittaker's 
institutional  holders,  which  hold 
some  55%  of  the  stock,  killed  the 
proposals.  Small  wonder,  given  Whit- 
taker's performance  of  late,  that  Ali- 
brandi's shareholders  prefer  to  keep 
their  options  open.  ■ 
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'  The  good  news  is,  Americans  are  living 
nger  than  ever  before. 

The  bad  news  is,  many  older  Americans 
e  not  financially  prepared  for  a  longer  life. 

Due  to  advancements  in  public  health, 
any  people  now  live  into  their  80's  or  even 
)'s.  But  as  the\'  live  longer,  many  face  the 
ospect  of  needing  long  term  medical 
sistance  such  as  nursing  home  care. 

These  needs  can  quickly  deplete  a  lifetime's 
vings.  Government  programs  can  help, 
It  in  many  instances  only  after  a  person  has 
iiausted  his  or  her  personal  savings. 

Clearly  ideas  for  long  term  care  are 


needed  to  fill  the  gap,  so  people  won't  have  to 
dread  the  financial  prospects  of  growing  old. 

At  NWNL  Group,  we're  working  on  a 
solution.  It's  a  program  called  LifeScope!"  It's 
designed  to  provide  health  and  financial 
security  for  a  person's  working  and  retirement 
years  by  sharing  financial  responsibility 
among  participating  individuals,  employers 
and  health  care  providers. 

Obviously  for  an  idea  of  this  magnitijde 
to  succeed,  it  will  require  the  help  of  govern- 
ment legislation,  the  participation  of  health 
care  providers  and  the  support  of  business  in 
making  LifeScope"  available  to  employees. 


NWNL  Group  invites  each  of  these  insti- 
tutions to  join  us  in  shaping  our  plan.  Contact 
Ginnv  Patrick,  NWNL  Group,  Box  20, 
Minneapolis,  MN  55440  or  call  612-372-5784 
for  a  detailed  report  on  the  problem  and 
how  we  can  solve  it  together 

Quite  obviously  our  task  is  enormous.  But 
so  is  the  need. 

THE  lASTERTHINGS  CHANGE, 
THE  MORE  YOU  NEED  NWMT 

nnNWNL^OUP 
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When  you  spend  $1  billion,  you  ought  to 
know  what  you  re  getting  for  the  money. 
Do  pension  fund  sponsors? 

Legal 
kickbacks 


By  David  Henry 


1EAVE  A  BONE  ON  THE  STREET  and 
_  any  old  dog  will  fight  for  it.  The 
■  same  goes  for  commissions  on 
Wall  Street,  and  most  particularly 
"soft  dollars" — the  polite  term  for  the 
kickbacks  that  securities  brokers  pass 
out  to  pension  fund  managers  for  di- 
recting business  their  way. 

Similar  to  airline  frequent-flier 
gimmicks,  soft  dollars 
are  known  for  buying 
wonderful  things,  ev- 
erything from  legiti- 
mate stock  research  to 
trips  to  European  in- 
vestment seminars. 

As  with  any  give- 
away, somebody  foots 
the  bill — in  this  case 
the  beneficial  owners 
of  the  $900  billion  or  so 
of  stocks  in  corporate 
pension  and  welfare 
portfolios.  Trading 
these  securities  gener- 
ates upward  of  $2  bil- 
lion annually  in  com- 
missions to  brokerage 
houses. 

You  would  expect 
that  corporate  treasurers  would  make 
sure  the  commissions  their  pension 
funds  pay  generate  soft-dollar  give- 
backs  that  actually  benefit  the  funds 
themselves  instead  of,  say,  the  money 
managers.  After  all,  if  commissions 
paid  by  a  particular  pension  fund  are 
used  by  the  fund's  outside  manager  to 
wangle  a  free  data  processing  software 
system  for  his  own  back  office,  how 
does  the  fund  itself  benefit?  You 
would  expect  corporate  treasurers  to 
pay  attention  to  such  matters,  but  in 
all  too  many  cases  you  would  be 
wrong.  Many  corporate  financial 
managers  concede  thai  they  don't 


really  know  what  happens  to  perhaps 
as  much  as  half  of  that  $2  billion  in 
commissions. 

Soft-dollar  deals  may  soon  get  even 
more  juicy.  For  years  the  Securities  & 
Exchange  Commission  had  forbidden 
the  use  of  soft  dollars  to  acquire  any- 
thing that  could  be  bought  by  the  gen- 
eral public.  The  SEC  abandoned  the 
rule  in  April.  Now  soft  dollars  can  be 
used  for  virtually  anything  related  to 


brokerage  and  research  service,  so 
long  as  the  deals  themselves  are  dis- 
closed. Thus,  Wall  Street  brokers 
could  legally  lure  money  managers  by 
offering  personal  computers  for  their 
offices,  even  if  the  computers  are  used 
not  just  for  investment  research  but 
also  for,  say,  handling  the  money 
manager's  office  payroll.  All  that  the 
SEC  expects  is  a  "good  faith"  effort  by 
the  money  manager  to  calculate  his 
share  of  the  benefits  and  reimburse 
the  fund. 

But  confusion  persists  in  some 
money  management  circles  over  just 
what  a  soft  dollar  can  and  cannot  buy. 


For  no  sooner  did  the  SEC  issue  itsi 
ruling  than  the  U.S.  Labor  Depart- 
ment released  a  bulletin  in  May  di- 
recting sponsors  of  pension  funds  to 
wake  up  and  start  asking  a  lot  of  hard 
questions  of  their  money  managers 
and  brokers.  Warned  the  bulletin: 
"The  fiduciary  who  appoints  the  in- 
vestment manager  has  an  ongoing 
duty  to  assure  that  the  manager  has 
secured  best  [stock  prices]  and  that 
commissions  are  reasonable."  If  pen- 
sion fund  sponsors  fail  to  do  so,  they 
can  be  held  liable  for  breach  of  fidu- 
ciary duty  to  fund  beneficiaries  and  be 
sued  by  the  Labor  Department  or  plan 
participants. 

Naturally,  corporate  treasurers' 
heads  are  now  spinning,  since  the  offi- 
cials have  never  before  been  in  a  situa- 
tion quite  like  this.  Concedes  a  corpo- 
rate financial  officer  responsible  for 
more  than  $8  billion  in  employee  pen- 
sion funds:  "It  sounds  like  we  weren't 
doing  our  jobs,  but  there  wasn't  the 
concern.  Very  few  plan  sponsors 
would  sit  down  with  their  money 
managers  and  say,  'Give  me  an  ac- 
counting of  how  you  spend  my  com- 
mission dollars.'  " 

Inevitably,  the  SEC  and  Depart- 
ment of  Labor  releases  have  refueled  a 
Wall  Street  debate  re- 
garding who  gets  better 
prices  for  clients  on 
stock  trades — large 
dealer  firms,  such  as 
Goldman,  Sachs  and 
Salomon  Brothers, 
which  stand  ready  to 
risk  their  enormous 
capital  on  trades,  or 
small  discount  broker- 
age firms,  such  as  Abel/ 
Noser  Corp.,  which  ex- 
ecute trades  directly  on 
the  floor  of  the  ex- 
change. In  any  case, 
how  do  you  know  for 
sure  if  one  broker's 
traders  regularly  un- 
derperform  another's? 
Philip  Grant,  a  con- 
sultant to  fund  sponsors,  says  the 
question  is  probably  impossible  to  an- 
swer. Yet  there's  always  somebody 
aiming  to  make  a  buck  off  the  latest 
bureaucratic  pronouncement.  No 
sooner  was  the  Labor  Department  rul- 
ing released  than  two  research  firms, 
Berkowitz,  Logue  &  Associates 
(through  Abel/Noser)  and  SEI  Corp., 
mailed  out  hundreds  of  copies  of  it  to 
clients — along  with  offers  to  try  to 
measure  their  brokers'  stock  trading 
results. 

Opportunistic?  Undoubtedly,  but  at 
least  it  is  helping  to  wake  up  sleepy- 
head corporate  treasurers.  ■ 
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WA.  Krueger  bos  at  last  become  one  of  the 
U.S. '  top  commercial  printers.  The  trick  is  to 
ride  out  a  downturn  in  the  industry. 


Maybe  timing 
isn't  everything 


By  Ellen  Paris 


in 


Tl  HERE  ARE  AROUND  53,000  print- 
ing outfits  in  the  U.S.,  but  only 
a  handful  of  large  companies, 
such  as  R.R.  Donnelley  &  Sons  Co., 
World  Color  Press,  Areata  Corp.  and 
Meredith-Burda,  can  handle  the  really 
big  jobs  like  printing  national  maga- 
zines, color  advertising  inserts 
newspapers,  mass  paper- 
backs and  retail  catalogs. 
To  that  small  number  now 
add  Scottsdale,  Ariz. -based 
W.A.  Krueger  Co. 

Scrambling  toward  the 
top  of  the  heap  in  the  print- 
ing business,  with  technol- 
ogy changing  fast,  doesn't 
come  easy  or  cheap.  In 
Krueger's  case  it  meant,  af- 
ter 52  years  in  the  business, 
at  long  last  getting  into  ro- 
togravure printing,  the  pro- 
cess of  choice  when  a  job 
calls  for  long  press  runs  of 
1.5  million  copies  or  more. 
The  chance  to  get  into  roto- 
gravure in  a  big  way  arose 
when  Krueger  learned  that 
W.F.  Hall  Printing  Co.,  a 
major  rotogravure  printer 
and  the  largest  printer  of 
mass  market  paperback 
books  in  the  U.S.,  was  up 
for  sale  by  its  parent,  Mobil 
Corp.  Hall's  annual  sales  at 
the  time  were  around  $215 
million,  Krueger's  $288 
million. 

A  big  bite,  obviously.  How 
was  Krueger  able  to  swallow 
It?  By  lining  up  an  overseas 
partner,  Swiss  publisher/ 
printer  Ringier  AG,  a  leader 
in  rotogravure  in  Europe,  to 
buy  Hall  last  November  for 
$225  million.  Krueger  and 


Ringier  contributed  $20  million  each, 
with  the  remaining  $185  million  bor- 
rowed from  eight  banks,  secured  by 
Hall's  assets. 

While  acquiring  Hall,  Krueger  was 
also  putting  $25  million  into  its  six 
existing  U.S.  facilities.  Almost  half 
that  sum,  $12  million,  went  into  its 
Jonesboro,  Ark.  plant,  including  $7 
million  for  a  Harris  M-IOOOB  press, 
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W.A.  Krueger's  Jack  Fowler 
Despite  problems,  heavy  investment. 


the  latest  in  a  generation  of  presses 
that  print  faster  and  set  up  quicker 
than  their  predecessors.  Krueger's  Ar- 
kansas plant  now  can  print  not  only 
those  ubiquitous  color  advertising 
supplements  that  fall  out  of  your  Sun- 
day paper  but  also  the  sequentially 
numbered  "scratch-and-win"  cou- 
pons featured  in  some  ads. 

Up-to-snuff  printing  equipment  is 
the  key  to  the  high-volume  jobs  that 
in  turn  have  made  Krueger  highly 
profitable.  Krueger  made  $18  million 
last  year  on  sales  of  $288  million. 
Return  on  equity  has  averaged  almost 
20%  over  the  last  five  years  and  annu- 
al earnings  growth  has  been  around 
15%  for  the  last  five  years.  The  cur- 
rent stock  price  is  around  16,  down 
from  a  high  earlier  this  year  of  18'7r, 
but  four  times  its  low  five  years  ago. 

Krueger,  which  was  founded  in  Mil- 
waukee in  1934  and  moved  its  head- 
quarters to  Arizona  in  1974,  prints 
major  magazines  (regional  editions  of 
Neivsweek  and  Business  Week,  among 
them)  and  a  number  of  American 
Medical  Association  journals.  Catalog 
customers  include  such  image-con- 
scious retailers  as  Horchow,  Saks, 
Bloomingdale's  and  I.  Magnin.  Hall 
will  bring  in  National  Geo- 
graphic, Ebony  and  Jet,  cata- 
logs for  Spiegel  and  paper- 
backs like  Dell  and  Avon. 

Jack  Fowler,  55,  Krue- 
ger's president  and  chief  ex- 
ecutive since  1978,  has 
been  making  his  heavy  in- 
vestments in  the  face  of 
some  serious  problems,  at 
least  in  the  short  run.  Both 
magazine  advertising  pages 
and  mail-order  sales  are  off 
in  the  U.S.,  forcing  catalog 
sellers  to  cut  back  on  the 
number  of  catalogs  they 
print.  The  result:  overca- 
pacity that  has  touched  off 
fierce  pricing  wars  among 
large  commercial  printers. 

Krueger's  first-quarter 
numbers  reflect  the  prob- 
lem. On  sales  of  $62  million 
(vs.  $65  million  in  1985)  it 
netted  only  $2.3  million  (vs. 
$3.4  million  in  1985).  Bear, 
Steams  analyst  Gail  Raiman 
estimates  earnings  from 
$1.05  to  $1.15  for  this  year, 
down  from  $1.17.  "What 
we'll  be  doing  in  this  market 
is  fighting  like  hell,"  Fowler 
admits.  Say  this  for  him, 
though.  He  looks  to  be  able 
to  fight  from  a  position  of 
strength  as  a  result  of  the 
investments  he  made  when 
times  were  good.  ■ 


bange  is  frightening.  It  can  paralyze  powerful  executives. 
•  It  can  cause  entire  organizations  to  drag  their  corporate  feet. 
'  It's  the  stuff  sleepless  nights  are  made  of. 
Not  long  ago,  International  Harvester  was  in  the  shadow  of  an 
^en  more  frightening  prospect. 

The  reaper  was  already  at  our  doorstep.We  had  to  change, 
relse. 

We  had  to  streamline  operations.  Greatly  improve  productivity, 
id  find  new  ways  to  compete. 

The  fact  that  you're  reading  this  today  is  testimony  to  how  well 
ir  people  rally  to  change. 

We  consolidated  facilities.  Eliminated  five  levels  of  bureaucracy, 
oubled  manufacturing  productivity.  Cut  inventory  by  two-thirds, 
id  orchestrated  the  largest  private  debt  restructuring  in  history. 

An  old  company,  set  in  its  ways,  changed.  And  was  reborn  as 
avistar  International  Corporation. 

In  doing  so,  we  learned  a  lesson. 

Change  is  not  a  nemesis.  It  is  vital  to  our  organization.To  any 
ganization. 

Properly  managed,  change  is  progress.  It's  the  road  to  improved 
lality,  and  to  new  products  that  will  help  our  customers  meet 
eir  changing  needs. 

It's  a  competitive  edge.  Change  helps  us  fijrther  strengthen  our 
imber  one  position. 

Yet  we  know  we  must  never  change  merely  for  the  sake  of 
lange.  Change  is  not  a  goal.  It's  the  means  to  a  goal. 
Today,  we're  still  changing. 

We're  growing.  Improving.  And  finding  better  ways  to  serve  our 
istomers. 

Change,  however,  still  keeps  us  awake  at  night. 
But  these  days  it's  because  we're  dreaming  of  new  ways  to 
:complish  it.     

NAVISTAR. 

The  rebirth  of  Intemational  Harvester. 


The  Up  &  Comers 


Recoveries 


Hogan  Systems  was  first  in  the  market  with 
a  software  product  the  banks  could  barely 
wait  to  order.  And  then  the  music  stopped 

''We  forgot  about 
the  clients" 


By  Lisa  M.  Keefe 

IT  SEEMED  TOO  EASY,  and  it  almost 
was.  When  Hogan  Systems,  Inc., 
the  Dallas-based  banking  soft- 
ware company,  mtroduced  a  flexible 
new  program  that  greatly  simplified 
reprogramming  the  banks'  mainframe 
computers,  dozens  of  the  banks 
swamped  the  little  startup  with  or- 
ders (Forbes,  Aug.  29.  1983]. 

Hogan's  software  was,  after  all,  the 
first  to  be  integrated,  meaning  all  the 
programs  in  its  product  line  work  to- 
gether, share  information  and  use  the 
same  basic  commands.  Easier  to  use, 


Hogan's  system  is  also  easily  updated, 
a  boon  in  the  fast-changing  banking 
market. 

In  fiscal  1980,  before  a  single  prod- 
uct was  delivered,  Hogan's  revenues 
hit  $1 .3  million.  By  1984  the  company 
was  earning  $7.1  million  on  revenues 
of  $36  million.  The  company  went 
public  in  December  1982,  at  $10.50  a 
share  (adjusted  for  a  subsequent  2-for- 
1  stock  split).  Within  12  months  the 
stock  had  shot  to  over  $26  a  share.  At 
that  price  it  was  trading  at  48  times 
earnings;  Hogan's  market  value  had 
climbed  to  $295  million,  practically 
overnight. 


Almost  as  quickly  as  it  started,  the 
music  stopped.  In  fiscal  1985  (which 
ended  Mar.  31  of  that  year),  Hogan 
lost  $13.8  million  on  revenues  of  $28 
million.  Accounts  receivable  shot  to 
73%  of  revenues.  As  the  stock  col- 
lapsed to  3'/2,  six  of  the  nine  top  man- 
agers resigned. 

What  happened?  Hogan  Systems 
had  made  two  of  the  oldest  mistakes 
in  the  book: 

Mistake  one:  To  keep  the  analysts 
happy,  management  took  its  eye  off 
the  horizon  and  refocused  on  next 
quarter's  profits. 

Mistake  two:  Management  com- 
bined this  fiscal  myopia  with  a  virtual 
disregard  for  its  customers. 

"Meeting  quarterly  estimates  was 
considered  the  greatest  challenge  in 
the  company,"  says  Hogan  Chief  Ex- 
ecutive Officer  George  L.  McTavish, 
brought  in  in  1984  to  clean  up  the 
mess.  "We  were  busy  growing  a  busi- 
ness, and  we  forgot  about  the  clients." 

In  the  early  years  Hogan  considered 
itself  a  sort  of  factory  for  the  develop- 
ment of  expensive,  complicated  soft- 
ware aimed  at  banks  with  assets  of  at 
least  $750  million.  Nearly  all  its  prof- 
its were  plowed  back  into  product  re- 
search and  development.  That  sounds 
fine  until  you  remember  that  prod- 
ucts must  be  sold  and  serviced  once 
they  are  developed.  But  instead  of 
building  an  after-sale  customer  ser- 
vice organization,  Hogan  relied  on 
outside  consultants  to  help  the  banks 
install  the  software. 

The  consultants  often  lacked  exper- 
tise with  Hogan's  technologically  ad- 
vanced products.  For  this  a  bank  was 
often  paying  $800,000  on  a  typical 
sale  and  up  to  five  times  that  for  the 
actual  installation,  which  takes  up  to 
two  years.  The  consultants,  only  hu- 
man, quickly  passed  the  blame  back 
to  Hogan  Systems'  engineers  when 
things  went  wrong  with  a  product. 

Things  went  very  wrong  in  early 
1984,  when  Hogan  released  a  program 
that  was  supposed  to  automate  the 
time-consuming  paperwork  neces- 
sary to  document  a  loan.  The  release 
turned  out  to  be  premature:  The  sys- 
tem was  incomplete  and  seriously 
flawed.  Customers  began  delaying 
payments  on  Hogan  products.  Sales 
fell.  Profits  evaporated. 

Relief  arrived  in  September  1984,  in 
the  form  of  McTavish,  whose  qualifi- 
cations included  turning  around  Mar- 
tin Marietta's  data  systems  division. 
McTavish  quickly  conducted  an  in- 
formal poll  of  his  customers — the  first 
market  research  ever  done  at  Hogan. 
The  findings  were  not  encouraging. 
"The  message  from  the  clients  was 
uniform:  They  didn't  perceive  us  as 
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is  pleased  to  announce 
the  opening  of  its 

European  Office 
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specializing  in  advising,  stnjcturing  and  financing  mergers, 
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Mark  G.  Solow 
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Telephone:  212-286-1303 
Telex:  12014, 12034 
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dependable,  they  didn't  think  we 
could  relate  to  their  problems,  and 
they  felt  abandoned,"  McTavish  re- 
calls. "It  was  obvious  what  we  were 
really  fighting  was  an  image  and  repu- 
tation problem." 

How  do  you  convince  burned  cus- 
tomers you  really  do  care  about  them, 
and  do  it  before  mounting  losses  ren- 
der the  question  moot?  McTavish's 
answer  was  not  merely  to  create  a 
customer  support  organization  but  to 
establish  it  as  an  autonomous  divi- 
sion within  Hogan.  Run  by  Richard  B. 
Aldridge,  a  friend  from  McTavish's 
turnaround  days  at  Martin  Marietta, 
the  customer  service  force  works  par- 
allel to  Hogan's  sales  force,  negotiat- 
ing service  contracts  separately  from 
the  sales  contracts.  In  its  first  full 
fiscal  year,  ending  in  March,  the  ser- 
vice group  broke  even  on  about  $10 
million  in  revenues,  and  it  is  expected 
to  be  profitable  in  the  next. 

McTavish's  solution  seems  to  be 
having  the  desired  effect.  The  defec- 
tive software  program  has  been  re- 
vamped and  is  performing  well  in 
tests.  By  March  losses  had  been  cut  to 
$6.8  million,  from  $13.8  million  the 
year  before.  Receivables  and  expenses 
were  falling,  and  Hogan's  cash  posi- 
tion was  $17  million.  There  is  no 
debt.  Hogan  still  leads  the  market  in 
both  number  of  customers  and  reve- 
nues from  integrated  banking  soft- 
ware. Hogan's  stock  has  recently  re- 
bounded to  lO'/i. 

McTavish  was  paid  his  most  mean- 
ingful compliment  in  May,  when  Ho- 
gan signed  a  five-year  licensing  agree- 
ment with  International  Business  Ma- 
chines, no  less.  Under  the  contract, 
IBM  will  distribute  Hogan's  software 
under  the  IBM  name  in  the  U.S.,  Can- 
ada and  Puerto  Rico.  Hogan  will  be 
responsible  for  servicing  prior  sales, 
while  IBM  will  service  sales  it  makes. 
Meanwhile,  Hogan  keeps  its  lucrative 
foreign  market,  which  accounted  for 
around  3 1  %  of  revenues  last  year  and 
is  growing  rapidly. 

The  IBM  agreement  may  guarantee 
Hogan  as  much  as  $12  million  annu- 
ally in  fixed  revenues  or  40%  of  the 
licensing  fees,  whichever  is  higher. 
The  alliance  with  IBM  will  not  assure 
Hogan's  survival  in  the  $1.6  billion, 
highly  competitive  market  for  bank 
ing  software  products  (competitors 
McTavish  says  he  watches  include 
UCCEL  Corp.  and  Software  Alliance 
Corp.).  But  it  certainly  won't  hurt. 
Notes  Cato  D.  Carpenter,  a  software 
analyst  with  Alex.  Brown  &  Sons:  "In 
a  sense,  it  will  now  be  incumbent  on 
any  bank's  data  processing  manager 
to  justify  a  decision  not  to  buy  Hogan 
software." 


The  Up  &  Comers 


Strategy 


How  a  ceramics  entrepre- 
neur found  despair  and 
debt  and,  ultimately,  hap- 
piness in  the  arms  of  other 
companies. 

The  hug 
of  the  bear 


In  the  unlikely  event  he  gets  out  of 
the  ceramics  business,  Joel 
Moskowitz  could  earn  a  living  coun- 
seling small  companies  on  how  and 
how  not  to  marry  large  companies. 

Today  a  $16.8  million  (1985  sales) 
leader  in  the  potentially  more  lucra- 
tive market  for  industrial  ceramics 
products,  Costa  Mesa,  Calif. -based 
Ceradyne  was  started  by  Moskowitz 
in  1967,  when  he  was  28.  Assets:  a 
college  degree  in  ceramics  engineer- 
ing from  Alfred  University,  five  years 
in  ceramics  research  at  Iriterpace,  an 
M.B.A.  earned  at  night  school,  $5,000 
of  his  wife's  savings,  a  ceramics  re- 
searcher from  his  Interpace  job,  and 
uncommon  confidence  in  himself  and 
in  ceramics  technology.  But  after  sev- 
en years  of  struggling  along  on  little 


lames  Sthncpt 


Cerad)  'ne  's  Joel  Moskou  itz 

The  bargaining  chip  was  himself. 


research  projects  and  moonlighting  to  ! 
keep  the  company  afloat,  Moskowitz' 
zeal  was  beginning  to  ebb.  "We  were 
going  after  markets  that  didn't  exist," 
he  recalls,  "and  developing  technol- 
ogy that  had  no  products." 

Thus  Moskowitz  allowed  himself 
to  be  wooed  by  the  men  from  TRE 
Corp.,  a  big  (then  $70  million  in  sales) 
construction  supplies  conglomerate. 
TRE  wanted  to  buy  Ceradyne  and 
promised  Moskowitz  not  only  the 
capital  infusion  that  would  enable 
Ceradyne  to  push  into  higher-margin 
manufacturing  but  also  that 
Moskowitz  would  be  left  alone  to  run 
Ceradyne.  So  Moskowitz  agreed  to 
sell.  "It  looked  like  a  good  marriage," 
he  explains. 

The  honeymoon  was  brief.  Soon  af- 
ter merging  Ceradyne  into  TRE  in 
1974,  TRE's  earnings  collapsed.  TRE 
reorganized  and  one  key  senior  execu- 
tive responsible  for  Ceradyne  left. 
Moskowitz  figured  the  next  shoe  to 
drop  might  fall  on  his  head:  TRE 
could  be  forced  to  raise  cash  by  dump- 
ing Ceradyne  on  the  market.  His  fears 
were  realized  when  Japan's  Kyoto  Ce- 
ramics (now  Kyocera  Corp.,  Forbes, 
Aug.  26,  1985]  offered  to  buy  Cera- 
dyne. Says  Moskowitz:  "I  felt 
bounced  around." 

Rather  than  despair,  Moskowitz 
played  his  trump  card — himself  and  a 
few  key  Ceradyne  employees — to  get 
the  best  deal  he  could.  "Kyocera,"  he 
says,  "didn't  want  Ceradyne  without 
its  management."  Moskowitz  was 
thus  able  to  include  in  Kyocera's  pur- 
chase agreement  a  provision  that  Cer- 
adyne would  maintain  its  own  facili- 
ties. In  addition,  Ceradyne  was  able  to 
set  its  own  performance  targets  and 
would  not  be  identified  as  a  subsidiary 
of  its  new  Japanese  owner. 

Says  Moskowitz,  proudly:  "We  set 
it  up  so  we  could  run  our  own  show." 
Ceradyne's  second  marriage  was  con- 
summated in  1978,  when  Ceradyne's 
revenues  were  $1.5  million. 

But  this  marriage,  too,  foundered, 
though  not  as  the  result  of  ill  will 
between  Moskowitz  and  Kyocera.  In 
the  early  1980s  the  Pentagon  grew 
interested  in  military  applications  for 
high-performance  ceramics.  Because 
of  their  light  weight,  strength  and 
high  melting  point,  ceramics  are  now 
incorporated  into  such  military  items 
as  helicopter  armor  and  parts  in  rock- 
et guidance  systems.  Ceradyne's  busi- 
ness prospered. 

But  the  Pentagon  doesn't  like  for- 
eign interests'  owning  defense  con- 
tractors. In  essence,  Kyocera  was 
forced  to  sell  Ceradyne  back  to  Amer- 
ican interests.  The  buyers  were 
Moskowitz  and  close  business  asso- 
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Iciates,  who  were  able  to  make  a  lever- 
aged buyout  of  Ceradyne  for  just  $2.3 
million  in  cash  and  a  3%  royalty  on 
sales  (the  royalty  will  be  paid  by  the 
end  of  next  year). 

The  debt  was  a  burden.  On  the  oth- 
er hand,  the  company  enjoyed  a  strong 
I  name  among  ceramics  makers,  as 
well  as  having  some  lucrative  defense 
contracts  to  get  started  on — and, 
shortly  after  the  buyout,  a  robust 
stock  market.  In  July  1984 
Moskowitz  and  his  backers  took  the 
company  public.  Its  market  value  has 
increased  from  $25  million  at  the 
time  of  the  initial  offering  to  a  recent 
$88  million:  around  5  times  revenues 
and  68  times  last  year's  earnings. 

Samuel  Johnson  once  termed  sec- 
ond marriages  the  triumph  of  hope 
over  experience.  But  despite  its 
growth,  Ceradyne  was  still  a  relative- 
ly undercapitalized  player  in  an  R&D- 
intensive  industry.  Toyota,  Nissan 
and  General  Motors  are  all  striving  to 
develop  ceramic  car  engine  parts. 
Much  as  he  craved  his  independence, 
Moskowitz  still  needed  a  partner. 
I  "We're  small,"  Moskowitz  says.  "We 
can't  spend  15  years  researching 
something  before  we  market  it." 

Therefore,  when  Ceradyne 's  third 
corporate  suitor,  Ford  Motor  Co., 
came  calling  in  mid- 1985,  Moskowitz 
listened.  Ford,  he  knew,  had  started  in 
[the  early  1970s  to  build  one  of  the 
I  world's  leading  research  efforts  in  ce- 
ramics. Says  Moskowitz,  "We  moved 
on  (Ford's  overtures(  immediately."  In 
March  Moskowitz  agreed  to  sell  Ford 
11%  of  Ceradyne.  Ford  has  paid  $10 
million  for  that  stake  and  agreed  to 
put  in  another  $5  million  in  assets 
and  contribute  some  80  ceramics  pat- 
ients. Ceradyne  will  also  get  access  to 
Ford's  patent  counsel.  Ford,  in  return, 
gets  first  call  on  any  auto-related  ce- 
ramics products  Ceradyne  develops. 
:"The  deal  with  Ford  is  looking  better 
all  the  time,"  Moskowitz  says. 
'"There  are  eight  patents  we  think 
could  have  an  explosive  impact." 

With  90%  of  Ceradyne's  revenues 
coming  from  such  big  defense  con- 
tractors as  Hughes,  Martin  Marietta 
and  McDonnell  Douglas — and  with 
the  ceramic  car  engine  still  several 
years  off — Moskowitz  is  now  search- 
ing hard  for  nonmilitary  ceramics  ap- 
plications. Item:  In  May  Moskowitz 
signed  an  agreement  with  Bristol-My- 
ers to  make  translucent  ceramic  parts 
for  orthodontic  braces. 

More  important,  however,  Joel 
Moskowitz  of  Ceradyne  seems  to 
have  demonstrated  that,  if  they  play  it 
right,  small  growth  companies  can 
'find  true  happiness  in  the  arms  of 
corporate  giants. — John  Chafee 


Qiithe^ocket 


Larry)  Hunts  thought  that  he  was  in  good 
hands  with  Sears.  Now  he  is  suing  the 
retailer  for  $100  million. 

Deregulation 
strikes  again? 


By  John  Heins 


WHEN  Sears  Savings  Bank, 
the  $7  billion  California 
thrift,  took  over  management 
of  Larry  Hunts'  161 -unit  condomini- 
um development  project  in  1981,  the 
San  Diego  developer  thought  he  had 
survived  with  a  good  deal.  Hunts  had 
fallen  behind  on  his  loan  payments, 
and  creditors  were  about  to 
foreclose.  Sears  Savings 
agreed  to  buy  the  property  and 
use  Hunts'  firm,  Papagayo  En- 
terprises, to  oversee  construe- 
tion  and  sale  of  the  condos, 
leaving  Hunts  a  20%  interest 
in  the  project's  net  profits. 

Too  good  to  be  true?  Appar- 
ently so.  Now  Hunts  is  suing 
the  bank,  its  parent  Sears, 
Roebuck  &  Co.,  and  Coldwell 
Banker,  Sears'  real  estate  sub 
sidiary,  for  $100  million 
Among  other  things,  Hunts 
charges  that  the  company 
grossly  misused  its  power  by 
forcing  him  to  purchase  Sears 
appliances  and  services,  often 
at  noncompetitive  prices,  to 
complete  the  project  and 
market  the  condos.  In  so  do- 
ing, Hunts  claims,  Sears  effectively 
made  it  impossible  for  him  to  get  any 
profits  from  the  project  at  all — though 
Sears  itself  made  out  well.  "I  put  ev- 
erything wc  had  into  [the  develop- 
ment]," says  Hunts,  53.  "They 
walked  all  over  us." 

"We  were  the  owner,"  retorts  Frank 
Duda,  Sears  Savings'  general  counsel, 
"Hunts  was  clearly  not  performing." 
Sears  Savings  fi'  ed  Hunts  in  late  1984 
and  canceled  the  pi ofit- sharing  agree- 
ment. Duda  blaraes  Hunts  for  repeat- 
ed construction  delays  on  the  project 


and  argues  that,  contrary  to  Hunts' 
claims,  all  Sears-affiliated  companies 
that  became  involved  did  so  because 
they  represented  the  most  economi- 
cal alternative  available  at  the  time. 

Whatever  the  outcome,  the  case  has 
already  generated  a  good  deal  of  inter- 
est among  both  advocates  and  oppo- 
nents of  banking  deregulation.  Rea- 
son: Implicit  in  Hunts'  charges  is  the 


Lany  Hunts  with  his  u  ifc,  JcDie  Stradiey 
"Sears  walked  all  over  us." 


assertion  that  Sears  would  not  have 
been  able  to  exercise  undue  control 
over  the  project  had  banking  deregula- 
tion not  allowed  it  to  acquire  a  $7 
billion  savings  bank  subsidiary  in  the 
first  place.  "The  case  illustrates  the 
sorts  of  problems  that  we  think  can 
arise  when  the  wall  between  banking 
and  commerce  starts  to  fall,"  says  Ste- 
phen Verdier,  a  lobbyist  for  the  Inde- 
pendent Bankers  Association  in  Wash- 
ington, D.C. 

Nonbanking  firms  for  the  most  part 
are  unable  to  own  commercial  banks. 


but  thrifts,  such  as  Sears  Savings 
Bank,  are  another  matter.  Ford  Motor 
Co.,  for  example,  recently  purchased  a 
thrift  in  San  Francisco.  In  June  AZP 
Group,  Arizona's  largest  public  utili- 
ty, bought  a  savings  bank  in  Phoenix. 
For  them,  are  potential  conflicts  of 
interest  unavoidable? 

It  is  tempting,  for  example,  to  make 
the  granting  of  a  loan  conditional  upon 
the  purchase  of  a  good  or  service  sup- 
plied by  another  company  owned  by 
the  parent — a  so-called  tying  arrange- 
ment. In  testimony  before  a  House 
subcommittee  last  month.  Federal  Re- 
serve Board  Chairman  Paul  Volcker 
asked,  "Is  it  wise  policy  to  encourage 
banking  arrangements  in  which  a  re- 
tailer has  an  incentive  to  prefer  its 
customers  in  the  provision  of  loans?" 

Proponents  of  breaking  down  the 
barriers  between  banking  and  com- 
merce, including  the  Reagan  Adminis- 
tration, would  argue  back  that  con- 
sumers benefit  from  cross-selling  of 
services.  Careful  legislation,  they  con- 
tend, could  keep  the  bank  or  thrift  subs 
separate  from  their  parents.  "Coercion, 
of  course,  is  wrong,"  says  Kirk  Willi- 
son,  chief  spokesman  for  the  American 
Bankers  Association.  "But  there  are 
tremendous  consumer  savings  avail- 
able through  cross-selling." 

No  such  careful  legislation 
now  exists,  and  companies 
like  Sears  have  continued  to 
move  rapidly  to  take  advan- 
tage of  the  possibilities.  Take 
Coldwell  Banker's  "home 
buyer's  savings  program." 
Under  it,  those  buying  a 
house  through  the  Sears  sub- 
sidiary get  coupons  for  15% 
to  30%  discounts  on  appli- 
ances, VCRs,  vacuufns  and 
other  new-house  products 
marketed  through  Sears  retail 
outlets.  Sears  offers  the  pro- 
gram in  all  but  seven  states. 
This  year  the  retailer  initiat- 
ed a  similar  program  for 
home  sellers  who  list  with 
Coldwell  Banker. 
The  rollout  by  Sears  of  its 

  Discover  Card  earlier  this 

year  may  signal  the  most  aggressive 
cross.-selling  yet.  New  cardholders  re- 
ceive discounts  from  Sears  stores.  Cer- 
tain Discover  cardholders  can  also  set 
up  self-directed  IRA  accounts  at  Dean 
Witter,  another  Sears  subsidiary,  with- 
out paying  the  $20  initial  fee. 

As  for  Larry  Hunts,  only  one  thing 
seems  certain.  Even  if  he  collects  his 
full  $100  million  in  his  lawsuit,  he's 
not  likely  to  be  spending  even  a  penny 
of  It  at  Sears — or  indeed  any  of  its 
growing  family  of  banking  and  invest- 
ment subsidiaries.  ■ 
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If  you  could  solve  all  your  financial  needs  in  one 
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Gold  prices  are  down  60%  from  their  high. 
So  why,  during  the  same  time,  has  U.S. 
production  more  than  doubled? 


Gold  rush! 


By  Al  Senia 


AN  OUNCE  OF  GOLD  worth  $875  in 
1980  now  fetches  only  $340.  A 
\  gold  mining  boom  has  never- 
theless been  building.  U.S.  mines  pro- 
duced 970,000  troy  ounces  in  1980. 
This  year  production  should  exceed 
2.5  million  ounces.  John  Lucas,  gold 
commodity  specialist  for  the  U.S.  Bu- 
reau of  Mines,  predicts  that  even  at 
current  prices,  annual  U.S.  gold  pro- 
duction could  approach  4.2  million 
ounces  by  1990. 


Was  Adam  Smith  all  wet?  How  can 
supply  more  than  double  as  prices 
more  than  halve?  Nothing  wrong 
with  old  Smith,  but  political  uncer- 
tainty in  South  Africa,  depleted  sup- 
plies of  gold  in  some  European  central 
banks  and  the  manufacture  of  a  new 
U.S.  gold  coin  have  created  expecta- 
tions of  stimulated  demand.  At  the 
same  time,  new  mining  technologies 
like  heap  leaching  have  cut  produc- 
tion costs  sharply  (see  p.  12).  thus 
keeping  in  the  hills  miners  who  went 
there  when  prices  were  still  high. 


Production  in  Nevada,  the  leading 
gold  mining  state,  was  278,495 
ounces  in  1980  and  this  year  should 
surpass  1  million  ounces.  In  Colorado 
production  has  climbed  from  39,447 
ounces  in  1980  to  an  estimated 
145,000  ounces  by  the  end  of  this 
year.  In  the  mother  lode  of  them  all, 
California,  where  gold  was  long 
thought  to  have  played  out,  produc- 
tion has  climbed  from  4,078  ounces  to 
an  estimated  200,000  ounces  over  the 
last  five  years. 

The  gold  boom  has  even  spread  to 
Washington  State's  apple-growing 
country.  In  the  small  town  of  We- 
natchee,  Asamera  Minerals  of  Calga- 
ry, Alberta  and  Breakwater  Resources 
of  Vancouver,  B.C.  have  sunk  more 
than  $60  million  since  1982  into  the 
Cannon  gold  mine. 

By  far  the  most  popular  new  tech- 
nology is  heap  leaching.  In  1980  heap- 
leached  gold  accounted  for  only  6%  of 
U.S.  gold  production,  vs.  25%  today. 
Leaching  recovers  only  65%  to  70%  of 
the  gold  from  the  ore,  vs.  90%  from 
more  conventional  smelting  opera- 
tions. And  leaching  chemicals  are 
highly  toxic.  But  by  scooping  ore  from 
open-pit  mines  and  leaching  out  the 
gold  with  potassium  cyanide,  hydro- 
chloric acid  and  sulfuric  acid,  the 
heap  leachers  eliminate  the  need  for 
expensive  underground  mines  and  ore 
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grinding  mills,  and  reduce  labor  costs. 

Using  conventional  mining  meth- 
ods, Homestake  Mining  says  it  will 
need  $400  an  ounce  to  make  money 
on  the  $280  million  (capital  invest- 
ment) at  its  McLaughlin  open-pit 
mme  north  of  Sacramento,  where 
Homestake  hopes  to  extract  some  3 
million  ounces  of  gold  over  the  next 
two  decades.  By  contrast,  heap  leach- 
mg,  its  proponents  claim,  can  cut  ex- 
traction costs  to  anywhere  from  $150 
to  $200  an  ounce. 

"We're  very  interested  in  it,"  says 
William  Humphrey,  executive  vice 
president  of  operations  and  engineer- 
ing at  San  Francisco-based  Home- 
stake  Mining,  which  has  used  heap 
leaching  at  its  25% -owned  Round 
Mountain  mme  in  Nye  County,  Nev. 
Gold  Fields  Mining  Corp.,  a  subsid- 
iary of  the  U.K.'s  Consolidated  Gold 
Fields  Pic,  is  planning  a  large  heap- 
leaching  operation  near  Brawley, 
Calif.  Chemgold  Inc.,  the  U.S.  subsid- 
iary of  Vancouver,  B.C.'s  Glamis  Gold 
Ltd.,  has  been  extracting  heap-leached 
gold  from  its  southeastern  California 
Picacho  mine  since  1984. 

Besides  heap  leaching,  the  more 
popular  new  technologies  include  a 
bacterial  agent  used  to  break  down 
the  sulfite  surrounding  the  gold,  and 
"highlighting"  the  gold  in  mounds  of 
crushed  ore  using  either  a  carbon  or 


cyanide  solution.  In  both  cases,  most 
miners  can  make  money  on  gold  at 
around  $300  an  ounce. 

Like  all  gold  rushes,  the  current  one 
has  attracted  its  share  of  promoters, 
hot  money  and  zealous  tenderfeet. 
Typical  of  the  latter  is  Robert  Fried- 
land,  35,  chairman  and  chief  execu- 
tive of  Vancouver-based  Galactic  Re- 


Gold  ruining  near  Wenatchee.  Wash. 
Even  in  apple-growing  country. 

sources  Inc.  Galactic  operates  south- 
ern Colorado's  Summitville  mine. 
Built  for  $31  million,  Summitville, 
says  Friedland,  will  be  the  world's 
largest  heap-leaching  operation. 

What  Friedland  lacks  in  mining  ex- 
perience he  makes  up  for  in  enthusi- 
asm. "I  have  a  missionary  zeal  for  this 
[heap-leachingi     technology,"  pro- 


claims Friedland.  That  zeal  helped 
Friedland  raise  $3  million  from  pri- 
vate investors  even  before  Galactic 
acquired  its  first  mining  property.  A 
technical  services  agreement  Fried- 
land signed  with  Bechtel  Corp.,  which 
designed  and  constructed  Galactic's 
mine,  helped  Friedland  get  another 
$25  million  in  necessary  bank  financ- 
ing from  Bank  of  America. 

Fnedland's  results  don't  yet  match 
his  rhetoric.  In  the  summer  of  1984 
Friedland  thought  Galactic  could  take 
99,000  ounces  of  gold  and  65,000 
ounces  of  silver  out  of  Summitville  by 
the  end  of  1985.  He  thought  cash  flow 
would  hit  $14.1  million  in  1986.  But 
by  the  end  of  last  year.  Galactic  had 
produced  no  gold,  no  cash  flow.  Gold 
production  finally  began  in  May.  Ga- 
lactic's vice  president  of  finance,  Rob- 
ert L.  Cooke,  blamed  delays  in  financ- 
ing. "We  were  a  little  too  ambitious  in 
what  we  thought  we  could  do  in  a 
year,"  he  says. 

Still,  novices  like  Friedland  and  old- 
timers  like  Homestake's  Humphrey 
alike  believe  the  new  gold  rush  will 
continue.  "There  aren't  many  games 
in  the  mining  industry  now  that  hold 
as  much  promise  as  gold  mining," 
says  Humphrey.  "The  technology  is  a 
lot  better  than  it  was,  and  there  has 
been  a  tremendous  increase  in  price 
from  the  $35-an-ounce  days."  ■ 
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Allen  Click  is  rich  and  a  celebrity,  hut  most 
of  his former  Las  Vegas  associates  are  dead, 
in  jail  or  in  hiding. 


The  survivor 


By  James  Cook 


AND  HOW  MUCH  DID  thoSC  tWO 
gambling  casinos  cost  you,  the 
b  defense  counselor  wanted  to 
know.  "What  was  your  equity  in  the 
transaction?" 

"My  equity?"  the  balding  young 
man  on  the  witness  stand  said.  "In 
excess  of  $500,000." 

And  what  did  you  sell  it  for  five 
years  later? 


"Well,  there  were  three  phases  to 
it.  .  .  ." 

"I  would  like  them  lumped  togeth- 
er," the  attorney  said. 

"In  excess  of  $70  million,"  the  wit- 
ness said. 

"I  hope  you  enjoy  it,"  the  defense 
attorney  said. 

The  witness,  Allen  R.  Glick,  could 
not  help  smiling.  His  was  the  story  of 
an  extraordinary  partnership  between 
a  real  estate  hustler  from  San  Diego 


and  the  terrifying  power  of  the  mob. 
You  can  believe  all  of  Click's  story  or 
part  or  none  of  it,  but,  however  much 
you  believe,  it  serves  as  fair  warning 
for  any  business  person  who  imagines 
he  can  do  business  with  the  mob. 

The  saga  of  Allen  Glick,  supposed 
front  man  for  the  mob,  is  legendary  in 
Las  Vegas.  For  a  time  he  was  the  biggest 
casino  operator  since  Howard  Hughes. 
The  go-getting  son  of  a  prosperous 
Pittsburgh  scrap  merchant,  Glick,  now 
44,  came  to  Las  Vegas  by  way  of  San 
Diego,  where  he  settled  in  1969  after 
two  years  in  the  Army  in  Vietnam. 

He  first  went  into  the  construction 
and  land  development  business.  He 
didn't  have  any  experience  in  real  es- 
tate— he  was  a  lawyer  by  training — 
but  he  was  so  skillful  at  raising  mon- 
ey and  cutting  deals  that  his  boss, 
Dennis  Wittman,  sold  him  45%  of  his 
company,  Saratoga  Development 
Corp.,  for  $2,500 — a  business  the  IRS 
later  claimed  was  worth  $10.5  mil- 
lion. By  1973,  Click,  then  31,  could 
claim  to  be  worth  "approximately  in 
excess  of  $5  million  or  $6  million." 

That  story  has  always  seemed  too 
good  to  be  true,  but  Click  was  still 
telling  it  last  winter  when  he  went 
before  a  jury  in  Kansas  City,  Mo.  to 
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testify  against  a  group  of  mobsters 
accused  of  having  skimmed  millions 
from  Click's  Las  Vegas  casinos.  This 
time  he  went  on  to  tell  the  story  of 
Allen  in  Vegasland,  the  innocent  who 
fell  through  the  rabbit  hole  into  the 
glittering  nightmare  of  the  gambling 
capital  of  the  world. 

You  don't  have  to  believe  Click  told 
the  full  story  to  believe  the  bare  bones 
of  the  account  Click  laid  out  in  chill- 
ing detail  in  that  Kansas  City  court- 
room. "I  went  in  as  a  businessman," 
Click  insisted  repeatedly.  The  people 
he  dealt  with  were  in  their  way  busi- 
nessmen, too,  though  their  methods 
were,  shall  we  say,  unorthodox. 

Click  first  came  to  Las  Vegas  to 
develop  a  recreational  vehicle  park, 
and  in  late  1972  he  and  three  partners 
laid  out  $4  million  for  a  60-acre  parcel 
at  the  end  of  the  Las  Vegas  strip  on 
which  there  happened  to  be  a  run- 
down casino.  The  Hacienda.  Every- 
thing else  stems  from  that.  "We 
became,"  Click  told  the  court,  "in- 
trigued with  the  casino  industry." 

Eventually  Click  met  the  people  at 
the  Central  States  Teamsters  Pension 
Fund — Alvin  Baron  and  Allen  Dorf- 
man,  the  fund's  present  and  previous 
asset  managers — and  they  got  along 
from  the  start.  Click  seems  never  to 
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"I  went  in  as  a  businessman. 


have  heard  of  the  fund's  notorious 
connections  with  the  mob.  All  he 
knew  was  that  the  fund  was  the  big- 
gest lender  in  the  state  of  Nevada,  and 
so  he  was  eager  to  make  friends  where 
he  could.  As  a  start,  he  took  over  an 
$11  million  loan  the  Teamsters  had 
made  on  an  office  complex  in  Texas. 

A  month  or  two  later  Click  heard 
that  the  Recrion  Corp.  was  eager  to 
sell  its  Stardust  and  Fremont  casinos. 


and  in  April  1974,  to  everyone  else's 
astonishment  if  not  his  own,  Click 
worked  out  a  deal  to  buy  Recrion  out. 
He  put  down  a  $2  million  nonrefund- 
able deposit  and  got  four  months  to 
line  up  the  $62.75  million  cash  he'd 
need  to  take  over  the  company. 

In  retrospect  the  deal  looks  like  a 
setup.  For  one  thing.  Click  outbid 
Morris  Shenker,  personal  lawyer  of 
former  Teamsters  President  Jimmy 
Hoffa.  Then,  too,  as  Click's  leads  for 
financing  petered  out  one  by  one,  he 
was  led  to  the  CST  fund  like  a  thirsty 
horse  to  water.  Click  discovered  the 
man  who  could  help  him  was  some- 
body named  Frank  Balistrieri,  who 
ran  a  dinner  theater  in  Milwaukee. 

Balistrieri  suggested  that,  if  Click 
wanted  to  nail  down  the  deal,  he  might 
find  a  place  for  Balistrieri's  sons,  Joseph 
and  John,  as  attorneys  for  the  company 
Click  formed  to  acquire  Recrion,  Ar- 
gent Corp.  (/\llen  R.  Glick  /;»/erprises, 
that  is),  and  buy  insurance  from  Dorf- 
man's  company.  Balistrieri  wanted 
Click  to  give  John  and  Joe  an  option  to 
buy  50%  of  Argent  for  $30,000.  "I  had 
the  sense  from  Mr.  Frank  Balistrieri," 
Click  told  the  court,  "that  was  some- 
thing he  wanted,  and  without  this 
option,  I  perhaps  would  be  precluded 
from  receiving  the  loan." 
LusAngckM,mc^  Cllck  agrccd  but  later 
persuaded  Balistrieri  to 
tear  up  the  option.  He  still 
believed  that  ownership 
was  a  matter  of  pieces  of 
paper. 

Click  got  a  commit- 
ment for  the  money,  his 
license  from  the  Caming 
Commission,  and  got  the 
Stardust  and  the  Fremont. 
What  he  didn't  get  was 
the  additional  $65  million 
he'd  counted  on  for  mod- 
ernizing the  Stardust. 
That  would  have  to  come 
later. 

Soon  after  Click  took 
over  in  August  1974, 
Frank  Balistrieri  called  to 
say  he  wanted  a  man 
named  Frank  Rosenthal 
appointed  to  an  executive 
position  at  Argent.  Lefty 
Rosenthal,  or  Crazy  as  he 


was  sometimes  called,  was  a  floor 
manager  at  the  Stardust,  and  he 
thought  of  himself  as  the  world's  fore- 
most handicapper  and  gambling  ex- 
pert. Click  took  him  on  as  assistant 
and  gambling  adviser  at  $250,000  a 
year.  Balistrieri  explained  that  the  ad- 
ditional financing  Click  needed  de- 
pended on  it. 

At  this  point.  Click  smelled  a  rat. 
He  had  Balistrieri  investigated  and 


discovered  he  was  a  gambler,  a  book- 
maker and  head  of  Milwaukee's  reign- 
ing crime  family.  Says  Click:  "I  real- 
ized that  I  just  entered  into  a  trap." 

Lefty  Rosenthal  promptly  took  con- 
trol of  the  Argent  casinos,  began  hir- 
ing and  firing,  staffing  the  company 
with  his  own  people,  and  presumably 
laying  the  groundwork  for  the  $7  mil- 
lion skim  that  had  brought  the  defen- 
dants into  the  courtroom. 

Click  says  he  tried  to  fire  Rosen- 
thal, but  Rosenthal  refused  to  be  fired. 
"I  was  placed  in  this  position,"  Rosen- 
thal told  Click,  "not  for  your  benefit, 
but  for  the  benefit  of  others,  and  I 
have  been  instructed  not  to  tolerate 
any  nonsense  from  you,  nor  do  I  have 
to  listen  to  what  you  say,  because  you 
are  not  my  boss."  The  argument  heat- 
ed up,  and  finally  Rosenthal  laid  it  on 
the  line:  "If  you  interfere  with  any  of 
the  casino  operations  or  try  to  under- 
mine anything  I  want  to  do  here,  I 
represent  to  you  that  you  will  never 
leave  this  corporation  alive." 

Click  called  Balistrieri  in  Milwau- 
kee, wanting  to  know  what  was  going 
on,  and  Balistrieri  said  flatly:  "What 
Mr.  Rosenthal  told  you  is  accurate." 

The  trap  had  closed. 

It  was  obvious  to  everyone  in  Las 
Vegas  that  Rosenthal  was  running  the 
corporation.  He  got  Click's  secretary 
to  spy  on  Click  for  him,  and  used  the 
corporate  jet  without  asking  permis- 
sion. He  launched  a  television  talk 
show  from  the  Stardust,  the  Frank  Ro- 
senthal Show,  and  generally  behaved  as 
if  he  owned  the  place. 

In  March  1975  Rosenthal  called 
Click  at  dinner  one  night  and  de- 
manded an  immediate  meeting,  never 
mind  that  Click  was  in  Las  Vegas  and 
Rosenthal  in  Kansas  City. 

"I  can't  get  there  before  3  or  4  in  the 
morning,"  Click  complained. 

"We  are  going  to  come  and  get 
you,"  Rosenthal  said,  "or  you  are  go- 
ing to  come  voluntarily." 

Click  took  off  at  once  in  the  compa- 
ny jet  and  was  met  in  Kansas  City  by 
Rosenthal  and  a  man  named  Carl  De- 
Luna.  They  told  him  he  was  going  to 
meet  one  of  his  partners,  somebody 
far  more  powerful  than  Balistrieri — 
Nick  Civella  of  the  Kansas  City  mob. 

They  took  Click  to  a  nearby  hotel 
and  led  him  into  a  dark  room  where 
two  chairs  had  been  set  up  facing  each 
other,  with  a  blinding  light  on  a  pole 
behind  one  of  them.  Civella  was 
there,  in  a  dark  suit  and  dark  glasses. 
He  refused  to  shake  Click's  hand 
when  he  offered  it,  and  they  sat  down 
in  the  two  chairs  16  inches  apart. 
When  Click  complained  about  the 
light,  Civella  threatened  to  tear  out 
his  eyes.  "You  don't  know  me,  but  it 


would  be  my  choice  that  you'd  never 
leave  this  room  alive.  However,  be- 
cause of  the  circumstances,  if  you  lis- 
ten, you  may." 

It  was  apparent.  Click  remembers 
Civella  saying,  that  "Mr.  Frank  Balis- 
trieri  did  not  get  the  message  to  me 
that  the  reason  I  was  given  the  loan  by 
the  Central  States  Pension  Fund  was 
his  (Civella's]  doing.  ...  He  wanted  to 
know  my  understanding  with  Mr. 
Frank  Balistricri.  I  told  him  I  have  no 
understanding." 

Civella  didn't  believe  him.  He  had 
gotten  the  idea  Click  had  paid  Balis- 
tricri a  $1.2  million  commission  for 
the  Teamsters  loan.  Civella  told  him, 
Click  says:  "You  have  a  commitment 
to  us.  You  owe  us  $1.2  million.  I  want 
that  paid.  In  addition  to  that,  we  own 
part  of  your  corporation,  and  you  are 


er  he  could.  Rosenthal  tried  to  take 
over  the  concessions — the  booths  in 
other  casinos  that  sold  tickets  for  the 
Stardust's  Lido  floor  show,  ad  agen- 
cies, the  car  rental  agency.  Click  put  a 
stop  to  that.  He  balked  at  paying'exor- 
bitant  insurance  fees  to  Al  Dorfman. 

Click  had  reasons  for  trying  to  hold 
on  to  as  rriuch  revenue  as  he  could. 
The  tab  from  the  slot  machines  was 
declining,  and  Click  could  sec  the  day 
coming  when  the  corporation  would 
no  longer  be  able  to  manage  its  debt 
service  obligations.  In  May  1976 
Click  found  out  why  the  company 
was  short  of  cash.  The  Caming  Com- 
mission raided  the  Stardust  and  un- 
covered a  $7  million  skim. 

"I  pleaded  that  either  Mr.  Rosen- 
thal had  to  go,  or  I  had  to  leave,"  Click 
said.  "And  I  was  not  permitted." 
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"I  represent  to  you  that  you  will  never  leave  this  corporation  alive.' 


to  do  nothing  to  interfere  with  it." 

"I  told  him  that,  if  that  was  the 
case,  they  could  have  had  100%." 

"Well,  that  IS  too  late,"  Civella 
said.  He  wanted  the  $1.2  million  and 
wanted  it  in  cash.  "I  told  him  I  had  no 
knowledge  of  it,  nor  could  I  pay  it  the 
way  he  wanted  it  paid." 

Civella  said,  "We  will  let  Mr.  Ro- 
senthal handle  that."  Civella  didn't 
say  what  he  meant,  but  he  was  pre- 
sumably planning  the  skim.  "We  will 
let  Mr.  Rosenthal  continue  with  the 
casinos,  and  you  are  not  to  interfere." 

Civella  also  decided  to  punish 
Click.  Click  had  gotten  a  $25  million 
first  installment  on  the  $65  million 
he  needed  to  modernize  the  Stardust 
and  had  used  it  to  build  the  base  for  a 
600-room  addition.  But  he  never  got 
the  other  $40  million,  so  the  $25  mil- 
lion was  wasted. 

Click  was  frightened,  but  he  either 
had  a  lot  of  guts  or  was  too  naive  to 
take  the  situation  seriously.  In  any 
case,  he  undercut  Rosenthal  whenev- 


Glick  apparently  did  not  go  unre- 
warded. Argent  wrote  off  $10  million 
in  unsecured  loans  Click  got  from  the 
company,  and  the  SEC  later  com- 
plained that  Click  subsequently  tried 
to  offset  them  by  declaring  dividends 
to  himself.  By  1977  Click  was  in  de- 
fault on  three  noncasino  loans  from 
the  pension  fund  totaling  $47  million. 

In  January  1976  the  Gaming  Con- 
trol Board  forced  Rosenthal  out. 
Though  Rosenthal  vacated  the  prem- 
ises. Click  wasn't  sure  he  wasn't  still 
running  the  casinos  sub  rosa.  Click 
hired  a  private  detective  agency  to 
find  out.  Balistrieri  showed  up  to  tell 
Click  that  if  he  didn't  cut  it  out,  he 
would  be  killed.  Within  a  month,  Ro- 
senthal was  back  as  food  and  beverage 
manager  and  director  of  entertain- 
ment, and  nothing  had  changed. 

"I  was  under  siege.  I  was  considered 
the  bad  guy  by  Mr.  Civella  and  com- 
pany. The  government  was  hostile  to 
me.  I  was  attacked  on  every  front — 
from  the  SEC,  the  IRS,  the  Caming 


authorities,  FBI;  that  I  was,  as  I  read  in 
the  paper,  the  front  man." 

Click  was  afraid  that  Rosenthal's 
presence  would  cost  Argent  its  li- 
cense, and  it  did  finally,  but  before 
then,  on  Apr.  25,  1978,  Click  was 
summoned  to  a  meeting  in  a  local 
lawyer's  office  with  Civella's  lieuten- 
ant Carl  DeLuna  (Civella  was  in  jail). 

"He  informed  me  he  was  sent  there 
to  deliver  one  last  final  message  to  me 
from  his  partners.  ...  He  said  that  he 
and  his  partners  were  finally  srck  of 
having  to  deal  with  me  and  having  me 
around  and  that  I  could  no  longer  be 
tolerated.  He  informed  me  that  it  was 
their  desire  to  have  me  sell  Argent 
Corp.  immediately.  ...  He  said  ...  he 
was  certain  I  wouldn't  find  my  chil- 
dren's life  expendable.  With  that,  he 
looked  down  on  his  piece  of  paper, 
and  he  gave  me  the  names  and  ages  of 
each  one  of  my  sons.  .  .  .  And  the 
meeting  ended  with  me  saying  that  I 
was  willing  to  sell." 

And  so  in  late  1979  Argent  and  its 
casinos  were  sold  to  Allan  D.  Sachs, 
the  Stardust's  former  president,  and 
his  Trans  Sterling  Corp.  The  price:  $2 
million  in  cash,  $68  million  in  notes 
to  be  paid  out  of  earnings  over  12 
years,  and  various  other  payments 
and  properties.  And  so  the  nightmare 
came  to  an  end,  and  Click  walked 
away,  alive  and  rich. 

Click  lives  in  a  $5.8  million  estate 
in  La  JoUa,  Calif,  on  the  Pacific  and 
owns  a  condominium  in  New  York's 
Olympic  Towers  and  a  house  in  Swit- 
zerland. He's  identified  in  the  San 
Diego  papers  as  a  socialite,  a  philan- 
thropist, an  obsessive  sports  fan  (base- 
ball, football,  auto  racing).  He  makes 
the  gossip  columns  now  and  again  on 
rumors  that  he  and  his  wife  of  17 
years,  Kathy,  are  about  to  split. 

For  three  years  he  was  prohibited  by 
an  SEC  consent  decree  from  investing 
in  public  companies,  but  he  owns  the 
Eastmont  mall  in  Oakland,  Calif., 
which  he  acquired  from  the  Team- 
sters, and  a  health  club  in  Las  Vegas, 
the  Sporting  House.  He  invested 
$100,000  in  a  partnership  J.  David  Do- 
minelli  organized  and  withdrew 
$550,000  from  Dominelli's  J.  David 
investment  company  just  before  it 
went  into  bankruptcy.  Luck? 

Civella,  like  Dennis  Wittman,  died 
in  jail.  DeLuna  and  Frank  Balistrieri 
are  in  jail  now  as  well.  Frank  Rosen- 
thal? His  car  blew  up  three  years  ago, 
and  ever  since  he  has  barricaded  him- 
self in  his  house  in  California. 

Says  one  Federal  Strike  Force  prose- 
cutor of  Click's  final  good  fortune:  "It 
was  amazing  how  he  walked  the  line 
between  staying  alive  and  staying  out 
of  jail."  ■ 


ORIGINAL  BY  RAPHAEL. 
COPYBYSHARP 


This  is  an  unretouched  copy  made  by  Sharp's  new  full  color  desktop  copier 


If  a  copier  can  recreate  color  nuances  of  a  16th  century  masterpiece,  think 
how  well  it  will  reproduce  layouts.  Designs.  Computergraphics.  Any  image  that 
helps  you  sell  your  ideas.  And  with  a  size  and  price  smaller  than  that 
of  any  other  full  color  copier,  it  makes  the  competition  look  positively 
medieval.  For  information  and  a  free  dem- 
onstration, call  1-800-BE-SHARP.  Or  write  to  Sharp  Electronics  Corp. 

Sharp  Plaza,  Mahwah,  NJ  07430.®  1986  Sharp  Electronics  Corp 


FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS" 


One  of  the  many 
examples  of  Ford's 
attention  to  detail  is 
the  cargo  restrain- 
ing net  on  the  \X.  It 
helps  keep  grocery 
bags  from  tipping  over 
and  loose  packages  from 
sliding  around. 


THENEWIi 
ITS  PERroRMi 

TO  WHAT'S  I 


The  mark  of  a  well-designed  ■ 
automobile  is  total  performance.! 

In  the  case  of  Taurus,  that  meaj 
a  powerful  3Titer,  V-6  engine.  Pli^ 
dozens  of  other  features  that  not 
respond  to  the  needs  of  the  drivt 
but  to  those  of  the  passengers  as 

As  a  result,  Taurus  performs 
beautifully. 


The  trip  computer  is  part 
of  the  optional  electronic 
instrument  cluster.  It 
provides  valuable  travel 
information  such  as 
rate  of  fuel  consu  rap- 
tion  and  the  distance 
vou  can  travel  until 


liid 


ort 


The  optional  electronic  instrument 
panel  is  designed  to  be  '  user  friendly!' 
All  instruments  are  easy  to  read  and  all  controls 
are  placed  where  your  hands  can  easily  find  them. 


iTAURUS. 
ISN'T  LIMITED 
R  THE  HOOD. 

It  down  to  the  smallest  detail. 

le  best-built  American  cars. 

ord,  Quality  is  Job  1.  A 1985 
.'  established  that  Ford  makes 
•st-built  American  cars.  This  is 
on  an  average  number  of 
^ms  reported  by  owners  in  a 
■  )nth  period  on  1981-1984 
Is  designed  and  built  in  the  U.S. 


The  secondary  sun  visor  helps  eliminate  glare  from 
the  front  and  side  simultaneously,  so  you  don't  have 
the  inconvenience  of  constantly  swinging 
the  visor  back  and  forth.  It's  not 
available  on  the  L  model. 


Have  you  driven  a  Ford... lately? 


Buckle  up-Toeether  we  can  save  lives. 


Pan  Am  Presents 
A  Richer  ExperienceJ 


m 


IliJI" 


Terminal 


Your  Own  Private  Terminal  in  New\brk. 

Pan  Am's  new  First  &  Clipper  Class  Terminal  at  JFK  will 
offer  you  a  level  of  comfort  and  service  more 
reminiscent  of  a  fine  European  hotel  than  an  airport. 

Here,  instead  of  standing  in  long  lines,  you'll 
relax  in  a  big,  comfortable  chair,  while  we  take  care  of 
all  your  travel  needs— everything  from  checking  in  to 
reserving  rental  cars  and  hotel  rooms. 

More  Luxury  Than  Ever  In 
First  Class. 

Over  the  next  few  months,  we'll  also 
be  renewing  the  First  Class  sections  on  all 
our  747s.  With  bright  new  interiors.  Elegant 
new  china  and  silverware.  Innovative  new  menus 
And  new  leather-and-sheepskin  Sleeperette "  Seats  so  supple 
and  soft,  they  literally  mold  themselves  to  your  body 

More  Comfort  Than  Ever  In  Clipper  Class. 

Our  Clipper®  Class,  too,  will  be  made  better  in  virtually 
every  way.  With  beautiful  new  cabins. 
Delicious  new  cuisine. 


And  big,  handsome  new  tweed  seats, 
arranged  six-across  to  give  you  more 
room  to  work  or  relax. 

Pan  Am  WorldPass  Teams  Up 
With  Americans 
i4!!\dvantage'  Program. 

Now,  if  you're  a  member  of  America! 
Airlines  AAdvantage  program,  you 
can  earn  credit  for  every  mile  you  f  h 
on  Pan  Am,  simply  by  presenting 
your  AAdvantage  number  at  check-ir 
So  fly  with  us  soon— to  Europe,  South 
America,  Asia,  Africa  or  across  the  U.  S.  i 
And  get  the  treatment  you  so  richly  deserve.  I 

Pan  Am.^u  Can't  BeatThe  Experience 

A^Advantage*  is  a  registered  service  mark  of  American  Airlines,  Inc. 


As  I  See  It 


More  things  bind  people  together  than  sep- 
arate them,  contends  one  business  profes- 
sor. This  may  not  prevent  wars,  but  it  is 
transforming  marketing. 

The  croissant 

comes  to 
Harvard  Square 


By  Subrata  N.  Chakravarty 

CAN  PRODUCTS  BE  Sold  with  thc 
same  slogans  and  marketing 
approach  around  the  world?  Or 
does  it  take  a  different  pitch  to  get  an 
Australian  to  open  his  purse  than  an 
Argentinean?  In  light  of  all  the  big 
mergers  among  advertising  agencies 
across  national  lines,  we  put 
the  question  to  marketing 
pundit  Theodore  Levitt,  who 
popularized  the  concept  of 
global  marketing,  notably  in 
his  1983  book  The  Marketing 
Imagination.  He  is  now  editor 
of  the  Han  ard  Business  Rei'ieic. 
Can  yon  take  a  product  and  treat 
it  uniformly  across  the  world? 
Lei'itt:  I  believe  there  is  a  global 
convergence  of  what  people 
value  as  to  product  character- 
istics— functionality,  repair- 
ability  and  usability.  In  the 
case  of  products  like  food,  cos- 
metics, clothing,  there  is  in- 
creasing convergence  of  prefer- 
ences as  to  style,  color  and 
taste. 

You  know,  the  argument  is 
made  that  there  are  historic, 
inherited  national  differences 
that  are  strong  and  powerful. 
People  fight  wars  over  them.  The  rea- 
son we  focus  on  them  is  because  of 
their  visibility.  They're  easy  to  see. 
But  think  about  the  commonalities. 
There  are  more  things  that  bind  peo- 
ple together  than  separate  them.  And 
the  similarities  are  more  powerful. 

In  every  nation,  as  the  world  be- 
comes more  organized,  you  find  simi- 
larities. There  is  a  decline  of  the  his- 
toric power  of  the  nuclear  family. 
There  was  a  picture  on  the  front  page 


of  the  Neiv  York  Times  of  rock  musi- 
cians in  Moscow  in  a  performance  to 
benefit  Chernobyl  victims.  These 
were  Soviet  rock  musicians.  You 
couldn't  tell  the  difference  between 
them  and  the  American  rock  musi- 
cians. Rock  music  is  everywhere. 
Coca-Cola  is  everywhere.  Pizza, 
which  wc  don't  think  of  as  being  a 


Ilan'ard  Business  Re\'iew  Hdilor  Theodore  Levitt 
A  global  convergence  of  what  people  value. 


global  product,  is  everywhere.  And  so 
is  pita  bread. 

Right  now  [in  thc  U.S.]  we're  going 
through  the  croissant  invasion.  There 
are  more  croissant  shops  in  Harvard 
Square  than  there  are  bookstores. 

Has  increasing  appreciation  of  this  rietv 
been  a  major  contributor  to  the  ivaiv  of 
ad  agency  mergers:-' 

Levitt:  Yes.  The  basic  idea  is  that  you 
want  to  be  close  enough  to  the  client. 


whether  their  headquarters  are  in 
Chicago,  Stuttgart  or  Tokyo.  There 
are  certain  kinds  of  local  adaptations 
that  you  may  have  to  have,  and  to 
have  the  local  presence  to  do  some  of 
that  becomes  important. 

Competition  havhig  become  global,  ad- 
vertising  is,  tocj  ^ 

Levitt:  The  idea  is  to  have  a  kind  of 
global  similarity.  You  can't  escape  the 
fact  that  you  live  in  a  global  market. 
Somebody  sells  bicycles  in  a  bicycle 
store,  and  what  have  you  got  in  there? 
Schwinn?  Raleigh?  No,  you've  got  bi- 
cycles from  Taiwan  with  American 
names  on  them.  Or  from  South  Korea 
or  from  Japan,  or  Thailand  or  Singa- 
pore. Your  brand  is  not  invulnerable. 
Your  company  is  not  invulnerable. 
There  are,  when  the  markets  get  very 
large,  enormous  incentives  for  com- 
petitors to  come  in.  They're  in  global 
competition.  Why?  Because  the  mar- 
kets arc  all  over  the  world,  and  they're 
huge  when  you  add  them  all  up. 

So  you  have  to  begin  to  say,  okay,  if 
that's  the  way  the  world  works,  you 
must  think  in  terms  of  your  manufac- 
turing as  an  extended  system.  So  you 
source  certain  components  from  one 
place  with  lower  costs,  source  other 
components  elsewhere,  and  then  put 
them  together  somewhere 
else. 

Xarne  some  global  products. 
Ivnit:  Computers,  semicon- 
ductors, airplanes.  Thc  people 
who  manufacture  or  make  de- 
cisions about  buying  them 
speak  a  common  language  of 
science  or  engineering. 

So  you  design  products  for  inter- 
national tastes  rather  than  for 
)iaticj)ial  tastes? 

Levitt:  Yes.  An  interesting  illus- 
tration of  precisely  this  is  that 
the  Canon  plain-paper  copier 
that  was  so  powerfully  suc- 
cessful against  Xerox,  the 
dominant  producer,  was  glob- 
ally designed  around  thc  domi- 
nant markets  of  the  Western 
World.  It  was  not  designed  for 

  the  local  market,  because  the 

Japanese  market  was  too  small.  If  they 
designed  it  just  for  themselves,  they 
would  have  nothing. 

The  revolution  of  expectations  and 
wants  around  the  world  has  some- 
thing to  do  with  [all  this|.  Then  came 
the  growth  of  television,  and  the  pow- 
er of  the  visual  capacity.  People  saw 
what  was  possible  in  terms  of  lifestyle 
and  needs,  of  improving  people's  lots 
in  life,  and  reducing  harsh  physical 
labor.  It  just  exploded  the  world.  ■ 


Want  to  see  water  where  it 
almost  never  rains? 


Borg-Wamer  submersible  pun \\»  \  iei|)  bring  vital  irngaiion  water  5000  feet,  almost  a  mile,   ^  BergVWbrner" 
straight  up  from  beneath  arid  desert  sands.  That's  today's  Borg-Warner.  Diversified  for  financial 
stability.  A  company  worth  watching. 


Wdlch 
Warner 


;  lyn.'i  B»rg  Warner  turporatic 


For  an  annua!  report  write:  Borg-Warner.  Dept.  50,  200  South  Michigan  Avenue.  Chicago.  Illinois  60604. 


This  year  an  estimated  $150  billion  will  be  spent  to  repair 
automobiles,  televisions  and  backyard  steps.  Big  money — so  why 
are  repairs  shoddy  and  hard  to  get? 


Shake,  rattle  and  clonk 


It's  supposed  to  be  a 
service  economy.  So 
where 's  the  service? 
Car  repair  woes  are  so 
common  they  are  practi- 
cally a  cliche.  Year  after  year 
:hey  are  the  leading  cause  of 
complaints  to  federal,  state 
and  local  consumer  protection  agen- 
cies. And  this  year  the  grumbling  and 
cries  of  anguish  will  surely  continue 
as  Americans  spend  an  estimated  $50 
billion  on  car  repairs,  providing  work 
for  more  than  360,000  people  at  over 
180,000  service  stations,  garages  and 
dealerships. 

But  the  nation's  fix-it 
industry  includes  far  more 
than  cars.  Forbes  esti- 
mates Americans  will 
spend  $19  billion  or  so 
this  year  to  repair  their 
televisions,  refrigerators, 
lawnmowers  and  air  con- 
ditioners. That  doesn't  in- 
clude $75  billion  that  the 
Remodelors  Council  of 
the  National  Association 
of  Home  Builders  esti- 
mates Americans  will 
spend  fixing  kitchens, 
bathrooms  and  recreation 
rooms.  All  this  will  pro- 
duce work  for  at  least 
150,000  contractors  and 
remodehng  companies 
nationwide.  It  will  also, 
predictably,  add  to  the 
swellmg  volume  of  home 
repair  complamts,  which 
are  consistently  second  in 
number  nationwide  to  car 
repair  rip-offs. 

Not  tallied  by  any  agen- 
cy, official  or  otherwise. 


By  Jeffrey  A.  Trachtenbei^ 

will  be  the  armloads  of  shirts  shred- 
ded, smashed  and  lost  by  shoddy  dry 
cleaners,  the  trays  of  lukewarm  coffee 
and  limp  toast  served  by  indifferent 
room  services  in  even  the  best  hotels 
across  America.  Also  uncounted  will 
be  the  battalions  of  retail  customers 
routinely  insulted,  misdirected  and 
Ignored  by  indifferent  and  ignorant 
sales  help  in  even  the  nation's  finest 
stores. 

We  live  today  in  the  much-heralded 
service  economy,  where  manufactur- 


Fetiny  Hawkey  at  hotnc  in  Ossininf^.  N  Y 
"We  celebrate  when  things  get  fixed  right.' 


ing  provides  only  19%  of  all  jobs,  ser- 
vice most  of  the  rest.  Service,  of 
course,  includes  lots  of  things:  the 
media,  finance,  selling,  health  care, 
entertainment.  Repairing,  fixing  and 
maintaining  manufactured  items  is  a 
relatively  small  part  of  the  service 
economy,  but  a  vital  part.  And  it's  fair 
to  ask  whether  something  essential  is 
not  lost  when  we  seem  unable  to  get 
much  of  anything  fixed  well,  on  time, 
and  at  a  reasonable  price. 

The  search  for  decent  repair  work 
has  become  so  frustrating  that  in 
many  cases  price  is  not  a  major  con- 
cern. "I  don't  mind  paying 
for  a  decent  job  and  good 
service,"  says  Penny  Haw- 
key, president  of  the 
Bloom  Advertising  Agen- 
cy in  New  York.  "But 
what  galls  me  is  to  pay 
and  still  not  get  the  work 
done  correctly." 

She  should  know.  "We 
moved  into  an  old  house 
in  Ossining,  N.Y.,  and 
eventually  we  remodeled 
the  kitchen,"  says  Haw- 
key. "The  first  thing  we 
did  was  install  new  appli- 
ances— including  a  dish- 
washer which  floods  ev- 
ery three  months.  The 
year-old  dryer  breaks, 
too — week  after  week. 
Even  our  $8,000  paint  job 
started  to  bubble  and  blis- 
ter after  one  month. 
Around  here,  we  go  out 
and  celebrate  when  things 
get  fixed  right." 

Who  is  to  blame?  There 
are  plenty  of  candidates. 
Start  with  the  familiar: 


shops,  stores  and  repair 
centers  with  pay  scales 
too  low  to  attract  and 
keep  quahty  workers. 
For  example,  the  aver- 
age auto  mechanic  to- 
day earns  only  $8.14  an 
hour,  compared  with 
$4.27  m  1975— about 
half  of  what  an  auto 
plant  worker  makes. 
Other  service  repair- 
men, ranging  from  air- 
conditioner  specialists 
to  watch  repairmen, 
make  an  average  $8.81 
an  hour,  agamst  $4.83 
1 1  years  ago. 

Nor  is  repair  work 
prestige  work.  "Very 
few  people  are  urged  to 
go  into  the  jack-of-all- 
trades  business,  which 
is  too  bad,  because  not 
everybody  is  equipped 
to  be  a  white-collar 
worker,"  says  Harold 
Kassarjian,  who  stud- 
ies consumer  behavior 
at  UCLA. 

But  not  quite  so  ob- 
vious, blame  the  ex- 
ploding trend  toward  retail  discount- 
ing. After  all,  a  service  desk  and  repair 
operation  costs  money,  and  those 
costs  have  now  become  expendable  in 
a  business  where  a  low  selling  price  is 
what  moves  goods.  "The  retail  world 
is  into  discounting  and  no  longer  ser- 
vices the  products  they  sell,"  says 
University  of  Chicago  business  pro- 
fessor Paul  Hirsch.  "If  the  product 
doesn't  work,  you  can't  take  it  back  to 
the  service  desk  to  get  it  repaired. 
They  all  come  with  a  warranty,  but  if 
you  get  one  that  says  mail  it  back  to 
the  manufacturer,  the  likelihood  that 
I'm  going  to  take  some  appliance  and 
put  it  in  a  carton  and  mail  it  to  New 
Jersey  is  pretty  low. 

"When  there  was  less  discounting, 
you  had  something  known  as  full  ser- 
vice sales,  10  or  15  years  ago,"  says 
Hirsch.  "The  profit  margins  were 
higher,  because  of  fewer  foreign  im- 
ports, and  you  could  basically  have  a 
repair  desk.  They  have  traded  you  a 
lower  price  for  a  lack  of  service." 

Hirsch  also  points  out  that  the  very 
nature  of  advanced  consumer  prod- 
ucts makes  repair  work  difficult: 
"The  manufacturers  make  preassem- 
bled,  solid-state  units.  So  in  order  to 
change  one  thing  you  have  to  put  in  a 
whole  new  system.  These  kinds  of 
things  can't  be  handled  by  a  mom- 
and-pop  repair  shop." 

What  Hirsch  says  is  certainly  true: 
At  the  root  of  much  lousy  repair  work 


John  I'eres,  owner  of  the  Cleaniti^  P/acc  in  Mcinhcittcni 
He's  paying  higher  prices  for  lower  quality.  And. 


is  the  astounding  proliferation  of  new 
and  sophisticated  electronics.  Gary 
Stern,  an  experienced  computer  re- 
pairman for  PC  Products  in  Manhat- 
tan, started  as  a  stereo  repairman  13 
years  ago.  He  says  most  repairmen  are 
routinely  asked  to  fix  computers 
they've  never  seen  before.  "People 
don't  realize  that  technicians  have 
limited  experience.  Personal  comput- 
ers weren't  here  six  years  ago.  In  the 
beginning,  which  is  where  we  are  to- 
day in  terms  of  technicians,  there  is 
always  a  bottleneck,"  says  Stern.  "To- 
day, there  are  more  people  who  want 
their  PCs  fixed  than  there  are  trained 
technicians." 

In  electronics,  from  sound  systems 
to  computers  to  auto  ignition  sys- 
tems, advances  now  come  so  quickly 
that  even  the  best  technicians  have  a 
hard  time  keeping  pace.  "That's  why 
I've  gotten  out  of  the  business,"  says 
one  California  auto  mechanic  who 
was  a  repairman  for  ten  years  but  is 
now  a  podiatrist.  "I  realized  I 
wouldn't  be  able  to  keep  up.  The  diag- 
nostic equipment  alone  costs  a  for- 
tune, and  you  need  extensive  training 
to  understand  it." 

One  tune-up  shop  manager  in 
Washington,  D.C.  says  that  of  the  25 
or  so  mechanics  his  chain  employs 
locally,  only  3  are  qualified  to  work 
on  new  cars.  "Detroit  no  longer  de- 
signs cars  so  they  are  easy  to  fix.  In- 
stead they  try  to  make  them  easy  to 


manufacture  and  more 
maintenance  free," 
says  the  manager.  "De- 
troit has  made  it  that 
much  harder  to  find 
the  problem  when 
there  is  a  breakdown. 
Today  a  good  mechanic 
here  earns  about  $300  a 
week,  and  it's  not 
enough  to  attract  peo- 
ple with  enough  ability 
to  understand  the  elec- 
tronics involved.  It's 
getting  worse,  not  bet- 
ter." The  plus  side: 
New  cars  do  require 
fewer  tune-ups  and  less 
routine  maintenance. 

The  drawback  is  that 
the  industry's  econom- 
ics discourage  consci- 
entious repair  work. 
Listen  to  a  training  of- 

tficer  for  a  ma)or  techni- 
cal     institute  near 
Washington,  D.C.  Al- 
  though    he  willingly 

talked  to  Forbes  about 
the  problems  encoun- 
tered by  mechanics  try- 
ing to  do  honest  work, 
his  company's  president  was  so  con- 
cerned about  the  possibility  of  offend- 
ing those  who  hire  the  school's  200 
graduates  that  he  pleaded  for  anonym- 
ity. What  came  across  was  that  the 
auto  repair  business  is  one  where  the 
price  structure  often  encourages  hap- 
hazard, quick  and  dirty  work,  and 
overcharging. 

Most  dealership  mechanics — gener- 
ally considered  the  best  in  the  busi- 
ness— are  paid  a  flat  hourly  rate  per 
job.  Industrywide  service  manuals  de- 
tail how  long  each  repair  should  take. 
This  means  that  if  the  service  book 
says  it  takes  IVi  hours  to  change  a 
water  pump,  the  mechanic  gets  paid 
for  IVi  hours  even  though  he  can  usu- 
ally do  the  job  in  less  time.  "It  lends 
itself  to  cutting  comers,"  says  the 
training  officer.  "You  don't  pressure- 
test  the  cooling  system  after  you  in- 
stall that  pump  because  you  save  five 
minutes.  A  system  like  that  lends  it- 
self to  corruption." 

At  the  same  time,  the  flat  rate  ex- 
plains why  it  can  be  so  hard  to  get  a 
car  repaired  properly  under  warranty, 
he  adds.  Detroit  manufacturers  allo- 
cate less  book  time  on  warranty  ser- 
vice, which  means  mechanics  earn 
less  for  those  jobs.  No  wonder,  he 
says,  parts  are  slapped  in  and  work  is 
done  at  breakneck  speed.  "There's  no 
way  under  warranty  that  you  will  beat 
time,  so  everybody  takes  chances." 
Nevertheless,  our  expectations  re- 
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main  high.  For  one  thing,  most  of  us 
are  old  enough  to  remember  when 
stores  and  workers  took  pride  in  their 
service.  General  Motors'  Mr.  Good- 
wrench  campaign  is  effective  adver- 
tising, but  it  is  salt  in  the  customer's 
wound  when  the  dealer  doesn't  deliv- 
er on  the  corporation's  promise.  "Mr. 
Goodwrench  promises  that  every 
time  you  come  into  the  shop  there 
will  be  a  kind,  handsome  man  to  solve 
all  your  problems,"  says  Valarie 
Zeithaml,  a  marketing  professor  at 
Duke  University. 

What  about  housing?  Why  is  quali- 
ty work  so  hard  to  come  by  both  in 
new  houses  and  in  repairs  and  remod- 
eling? Why  is  it  so  difficult  to  get  a 
door  hung  properly  these  days? 

"There  aren't  enough  good  contrac- 
tors to  meet  demand,"  says  Bryan 
Patchan,  executive  director  of  the  Re- 
modelors  Council  of  the  National  As- 
sociation of  Home  Builders.  This  at  a 
time  when  demand  for  housing  and 
remodeling  has  boomed. 

"It  doesn't  take  much  capital  to  get 
into  the  remodeling  business,  because 
the  customer  is  actually  fi- 
nancing the  job,"  Patchan 
continues.  "So  what  hap- 
pens is  that  people  come 
into  the  field  who  aren't 
good  businessmen,  aren't 
experienced  and  can't  do 
the  work  necessary  to  satis- 
fy the  customer.  There  are  a 
lot  of  unemployed  con- 
struction workers  who  sud- 
denly decide  to  become 
contractors  without  the  ex- 
perience. And  it's  the  cus- 
tomers who  pay  for  that." 

Laundry  and  dry  clean- 
ing? John  Peres,  owner  of 
the  Cleaning  Place  in  New 
York  City,  says  he  has  been 
through  five  shirt  launder- 
ing contractors  in  the  last 
three  years  because  the 
quality  of  work  available  is 
so  low.  "They  raise  their 
prices  and  they  don't  have 
any  pride  in  their  work," 
says  Peres.  "The  volume  of 
laundry  going  through  their 
businesses  is  so  great  that 
they  don't  have  time  to 
care.  Today,  if  a  shirt  comes 
off  the'  pressing  machine 
with  a  crease  in  it,  nobody 
bothers  to  do  it  over  again. 
They  want  volume,  not 
quality  business." 

So  here  we  all  live,  sur- 
rounded by  wonderful,  use- 
ful and  entertaining  gad- 
gets, driving  fuel-efficient, 
maintenance-free  cars  and 


living  in  homes  our  grandparents 
would  have  envied.  Yet  we  are  unable 
to  find  people  to  keep  these  things 
going  for  us.  What's  to  be  done?  Before 
figuring  out  what's  to  be  done,  it's  a 
good  idea  to  examine  the  macroeco- 
nomic  forces  at  work  here. 

All  these  repair  woes  could  be  cured 
fairly  quickly  were  wages  and  profits 
to  rise  in  the  repair  field.  Offer  $40  an 
hour  to  craftsmen  and  the  vocational 
schools  would  quickly  fill.  Raise 
prices  sufficiently  for  the  work  and 
the  entrepreneurs  and  venture  capi- 
talists would  flock  to  the  business. 

But  the  Adam  Smith  approach  to 
getting  things  fixed  would  create 
more  problems  than  it  would  solve. 
To  make  fixing  things  a  truly  lucra- 
tive business,  charges  would  go  so 
high  that  it  might  well  cost  more  to 
repair  a  TV  set  than  to  replace  it. 
Homes  and  home  repair  would  be 
priced  out  of  80%  of  their  markets. 
There  is  a  very  simple  reason  this  is 
so:  Manufacturing  today  is  heavily 
automated,  done  by  machines  rather 
than  by  human  labor.  Machinery  is,  in 
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To  clients,  price  is  more  important  than  quality. 


the  long  run,  much  cheaper  than  la- 
bor. That's  what  makes  the  naass  con- 
sumer society  possible. 

Repairing,  however,  takes  human 
labor  that  is  expensive  by  nature.  To- 
day's moderate-priced  watch,  for  ex- 
ample, is  built  almost  entirely  by  ma- 
chinery; it  can  be  repaired  only  by 
expensive  craftsmen.  Thus  it  is  usual- 
ly more  economical  to  replace  the 
watch  than  to  repair  it.  Wasteful?  Of 
materials  maybe,  but  saving  of  hu- 
man labor. 

Repairing  takes  more  than  labor. 
Columnist  James  Brady  recently  com- 
plained in  print  about  his  new  Hamil- 
ton Beach  Scovill  blender.  It  cost  him 
$26.95.  When  he  broke  the  plastic 
mixing  cup  he  tried  to  replace  it.  The 
dealer  asked  $27.  Wrote  Brady:  "Bye- 
bye  Hamilton  Beach."  We  asked  Bra- 
dy what  the  upshot  was.  He  said 
Hamilton  Beach  explained  to  him 
that  It  charged  only  a  few  dollars  for 
the  part.  But  the  wholesaler  and  deal- 
er had  simply  marked  the  part  up 
sharply  to  compensate  for  the  cost 
and  trouble  of  carrying  the  item.  After 
all,  they  have  rent  to  pay, 
clerks  to  compensate,  in- 
ventory to  carry. 

All  this  is  not  to  apolo- 
gize for  the  crooks  and  cor- 
ner-cutters we  will  always 
have  with  us:  manufactur- 
ers that  turn  out  bad  prod- 
ucts, or  dealers  who  cyni- 
cally rip  off  consumers.  Nor 
are  consumers  blame  free. 
Too  many  of  them  too  of- 
ten shop  for  the  lowest 
price  rather  than  for  the 
best  combination  of  price 
and  service. 

But  the  macroeconomic 
fact  of  our  era  is  that  the 
economics  of  manufactur- 
ing are  now  highly  favor- 
able, while  the  economics 
of  repair  are  highly  unfavor- 
able. If  repairs  were  simpler 
to  complete,  surely  servic- 
ing costs  would  go  down. 
But  who  would  exchange 
today's  fast,  sophisticated 
computers  for  models  that 
performed  far  less  efficient- 
ly but  were  easier  to  repair? 

Shoddily  built  housing? 
Americans  on  average  en- 
joy bigger,  more  lavishly 
equipped  homes  than  any 
other  people  on  earth,  or  in 
history.  To  bring  such 
housing  within  reach  of  av- 
erage incomes,  corners 
must  be  cut — and  are. 
Quality  building  and  quali- 
ty materials  are  obtainable. 
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GE's  Stephen  O  'Brien 

"If  the  job  is  done  right,  it  creates  terrific  brand  loyalty. 


but  at  a  price  that  few  can  afford.  Is 
this  bad?  It  may  sound  Panglossian  to 
say  so,  but  it  seems  preferable  to  have 
a  society  where  comforts  and  small 
luxuries  are  cheap  if  sometimes  shod- 
dy than  one  where  they  are  of  great 
quality  and  easily  serviced  but  out  of 
reach  of  most  people.  Better  a  high 
average  standard  of  living  than  luxu- 
ries that  few  can  afford. 

Quality  work  is  certainly  still  ob- 
tainable. Meet  Michael  Griffin,  a 
New  York  home  builder.  Griffin  was 
graduated  from  Harvard  in  1975  and 
moved  to  California,  where  he 
learned  to  drive  nails  and  frame 
houses.  These  days  he  runs  a  $15  mil- 
lion construction  business. 

"When  I  graduated,  guys  who  went 
to  Wall  Street  were  starving,"  says 
Griffin.  "I  started  off  as  a  carpenter  in 
Malibu,  and  there  was  such  a  demand 
for  quality  work  that  I  was  able  to 
move  back  East,  develop  a  renovation 
business  of  my  own  and  build  custom 
houses.  In  the  market,  quality  is  less 
important  than  price.  Most  people 
don't  have  the  educated  eye  to  recog- 
nize quality  when  they  see  it." 

The  trouble  is  that  quality  con- 
struction, using  good  materials  and 
careful  workmanship,  is  costly,  as 
much  as  $130  a  square  foot  for  a  large 
home.  A  2,000-square-foot  house  us- 


ing standard  methods  can  be  built  to- 
day for  $45  a  square  foot  in  most  parts 
of  the  country.  The  same  house  using 
Griffin's  methods  would  cost  $70. 

Happily,  there  are  glimmers  of 
hope — on  the  repair  front  at  least. 
Some  of  the  country's  biggest  compa- 
nies have  found  ways  to  provide  ex- 
cellent service  and  make  it  pay.  Sears, 
Roebuck  &  Co.,  for  example,  built  a 
solid  reputation  on  the  promise  that 
"We  service  what  we  sell."  Sears  still 
gets  complaints  but  remains  one  of 
the  few  retailers  in  the  country  with  a 
corps  of  knowledgeable  repair  people 
who  make  house  calls. 

General  Electric  is  the  only  major 
appliance  manufacturer  offering 
such  service  nationwide.  Four  years 
ago  GE  discovered  that  its  customers 
were  dissatisfied  with  the  repairs  its 
2,000  technicians  were  providing. 
The  company  issued  uniforms  to  re- 
place the  T  shirts  and  jeans  its  repair 
people  had  worn,  and  blue  vans  to 
replace  their  station  wagons.  GE  also 
established  a  24-hour  800  number  to 
answer  repair  or  service  questions  for 
its  consumer  product  line  that  fields 
50,000  calls  a  week. 

Listen  to  Stephen  O'Brien,  vice 
president  of  sales  and  service  in  GE's 
major  appliance  division:  "We  real- 
ized our  technicians  had  as  many  as  3 


million  contacts  a  year  with  consum- 
ers. If  the  job  is  done  right,  it  creates 
terrific  brand  loyalty.  And  it's  easier 
to  do  it  right  when  you  control  the 
service,  not  a  franchisor." 

The  company  sends  out  700,000 
customer  response  cards  as  a  follow- 
up  to  visits  from  its  repairmen,  and 
O'Brien  says  nearly  40%  of  those 
cards  are  returned.  Service  managers 
and  repairmen  are  then  graded  on  cus- 
tomer satisfaction,  not  the  number  of 
stops  they  make  each  day. 

"Those  cards  are  the  number  one 
criterion  for  determining  salary,"  says 
O'Brien.  "We've  gone  from  a  rating  in 
the  low  80s  to  the  low  90s.  We  consid- 
er those  repairman-customer  contacts 
more  beneficial  to  us  than  national 
advertising."  Good  service  is  a  form  of 
marketing  for  Sears  and  GE — and  a 
modest  profit  center,  GE  insists. 

Other  companies  can  learn  from 
Sears'  and  GE's  experience,  but  we 
live  in  a  society  where  anything  that 
involves  direct  human  labor  is  both 
costly  and  hard  to  come  by.  Unfortu- 
nately, there  is  no  way  to  have  both 
high  wages  and  cheap  reliable  service. 

So  you  can't  get  anyone  to  fix  your 
office  air  conditioner  properly?  Forty 
years  ago  this  was  less  of  a  problem. 
But  could  you  have  afforded  an  air 
conditioner  then?  ■ 
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NIDE  OPEN  SPACES 

Toyota's  WonderWagon  has  enough  room  to  pack  in  the 
joops,  seven  passengers,  or  even  a  load  of  antiques. The 
jjuick-release  rear  and  middle  seats  are  a  snap  to  remove. 
|t  also  packs  in  a  2.2  liter  engine  v/ith  plenty  of  get-up-and-go 
i'or  your  dashes  from  home,  to  school,  to  lessons.  Yet  it  still 
packs  in  great  mileage.*  Maneuver  yourself  into  Toyota's 
iWonderWagon— you  and  the  troops  deserve  its  style. 


PLENTY  OF  ROOM 
TO  MANEUVER 
THE  TROOPS. 


GETS  INTO  TIGHT  PLACES 

Toyota  WonderWagon's  15'  1"  turning 
radius  makes  it  a  cinch  to  handle  in 
traffic  and  tight  parking  spots. 

Get  More  From  Life . . .  Buckle  Up! 


By  now,  you've  probably 
already  heard  that  we're  lower- 
ing AT&T  Long  Distance  day 
and  evening  rates  by  a  good 
amount.  13.8%? 

And  that's  only  the  begin- 
ning of  the  good  news. 

AT&T  PRO 
AMERICA 

Because  we're  also  introducing 
a  way  for  your  business  to  get 
even  greater  value  out  of  your 
long  distance  dollar. 

With  10%  off  on  each  long 
distance  call,  to  be  precise. 

Of  course,  that's  not  just 
any  10%.  What  comes  along 
with  it  is  AT&T 

And  you  know  what 
that  means. 

High-quality  long  dis- 
tance service.  The  same  long 
distance  service  you've  come 
to  depend  on. 

So,  for  instance,  when 
you've  got  important  business 
calls  to  make,  they'll  come 
through  loud  and  clear. 

Plus,  people.  Who  are 

'Subject  to  FCC  approval. 

tAT&T  PRO'"  America  does  not  apply  to  calls  made  from  Hawaii  to  Alaska,  Puerto  Rico  or  the  U  S  Virgin  Islands 
AT&T  PRO'"  America  cannot  be  combined  with  AT&T  Reach  Out'"  America.  ©  1986  AT&T 


anxious  to  help  tailor  our  long 
distance  network  to  meet  your 
business  needs.  To  help  your 
business  run  more  effectively 
and  profitably 

And  now,  with  AT&T 
PRC  America,  you'll  have  a 
new  way  for 
your  business  to 
buy  AT&T  Long 
Distance  Service. 
Which  means,  if 
your  business 
spends  more  than 
$150  per  month  on  AT&T  out- 
of-state  calls,  you  can  talk 
longer.  Or  you  can  make  more 
long  distance  calls  and  pay  the 
same  amount  you're  paying 
now.  Either  way  your  business 
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stands  to  benefit. 

For  just  $15  per  montFlike 
you'll  get  10%  off  on  each 
AT&T  out-of-state  call  you  c 
yourself.  Including  calls  to 
Alaska,  Hawaii,'''  Puerto  Ric 
and  the  U.S.  Virgin  Islands 
And  PRO  America  apf 
around  the  clock,  seven  day 
week.  Even  during  the  busi 
of  business  hours.  And  it's 
applied  to  standard  AT&T 
evening,  night  and  weekend 
discounted  rates. 

What's  more,  this  applj 
to  every  line  associated  wit 
your  main  billing  number, 
regardless  of  the 
number  of  lines  you 
have.  You  also 


sive  detailed  billing,  so  you 
keep  a  good  account  of 
r  expenses. 


You'll  also  be  glad  to  know 

with  PRO  America  no 
r  lines  or  special  equipment 
I  necessary.  In  fact,  all  it 
ks  to  get  things  going  is 
ply  to  sign  up. 

SIGNING  UP  SOONER 
5ETTER. 

If  you  sign  up  before 
l  ust  12, 1986,  we'll  waive 
$10  start-up  charge.  You'll 
'  pay  the  monthly  fee  of  $15. 

And  there's  still  more 
i  news.  If  you're  in  a  state 

offers  anAT&TPRO^" 
e  plan,  you  can  get  greater 

e  on  your  in-state  long 
I  ance  calls,  as  well. 

In  all,  the  long  distance 
aces  your  business  can't 
'd  to  be  without  are  now 
■  1  more  affordable 


from  AT&T. 

But  don't  just  consider 
all  the  extra  calls  you 

can  make. 
Consider 
also  all 
that  you're 
getting.  And 
that  most 
definitely  is 
good  news. 
AT&T  PRO 
America  and  AT&T  PRO 
State.  More  reasons  why 
AT&T  is  the  right  choice  for 
your  business. 

To  sign  up  now  or  to  find 
out  more  about  AT&T  PRO 


America  and  how  the  people  of 
AT&T  can  help  your  business, 
mail  in  the  coupon  below  or 
call  your  AT&T  account 
executive. 

Or  any  one  of  our 
sales  specialists  at 
1  800  222-0400. 


AT&T 

The  right  choice. 


10%  OFF  FOR  JUST  $15  A  MONTH. 

AND  AT&T. 

Sign  up  before  August  12, 1986  and  save  $10. 

Call  1  800  222-0400.  Or  mail  this  coupon  to: 

AT&X  1100  Main  Street,  PO.  Box  548,  Kansas  City,  MO  64141. 

□  Yes  I  would  like  to  find  out  more  about  AT&T  PRO^"  America. 
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Voe  Bass  brothers'  Worlhiiti^loii  llolel  ( left)  and  City  Center  towers  in  downtown  l-'ort  Worth 
No  panthers  on  Main  Street  now. 


Fort  Worth  woke  up  just  in  tune  from  the 
statewide  delusion  that  prosperity^  is  a 
Texan  s  divine  right. 

A  bright  spot 
in  Texas 


By  Toni  Mack 


Fl  ORT  Worth,  Tex.  was  once  so 
sleepy  that  a  visitor  found  a 
panther  drowsing  in  the  middle 
of  Main  Street.  That's  the  yarn,  any- 
how. More  recently,  the  city 
snoozed  through  the  great  Texas 
boom  of  the  i970s  and  early  1980s. 
While  Dallas,  only  30  miles  to  the 
east,  and  Houston  swelled,  Fort 
Worth's  populativin  actually  shrank 


2%  in  the  1970s,  to  385,000. 

Fort  Worth  dozes  no  longer.  The 
city  took  up  the  banner  of  growth  late, 
but  did  so  in  an  intelligent  fashion. 
Civic  leaders — such  as  the  Bass  fam- 
ily, which  calls  Fort  Worth  home — 
have  stolen  a  march  on  most  of  the 
rest  of  Texas  in  solvmg  its  problems. 

The  result  is,  if  not  a  boom,  at  least 
a  boomlet.  Within  the  last  two  years 
Fort  Worth  has  attracted  new  indus- 
try employing  2,100,  while  American 


Airlines  and  other  hometown  em- 
ployers are  together  hiring  5,350  new 
workers.  Population  has  fattened  to 
an  estimated  425,000,  and  such  big 
Dallas  developers  as  Trammell  Crow 
and  Lincoln  Property  are  setting  their 
sights  on  Fort  Worth,  whose  former 
heyday  was  as  a  mustering  point  for 
Chisholm  Trail  cattle  drives  to  Kan- 
sas. Ray  Hunt  of  Dallas  (half-brother 
to  Nelson  and  Herbert)  has  already 
invested  some  $200  million  in  real 
estate  there.  Says  Ed  Casebier,  who 
until  recently  ran  Hunt's  Fort  Worth 
operations,  "We  had  more  sales  in  our 
business  park  last  year  than  in  the  last 
eight  years  put  together." 

Fort  Worth's  labor  force  is  growing, 
too.  Says  economist  Bernard  L.  Wein- 
stein  of  Southern  Methodist  Universi- 
ty: "My  theory  is  that  oil  workers 
leaving  west  Texas  head  for  Fort 
Worth,  the  first  big  city"  to  the  east. 

Not  all  the  displaced  workers  have 
found  jobs.  Hometown  companies 
like  Gearhart  Industries  and  Western 
Co.  of  North  America  are  shrinking. 
Kendavis  Industries,  a  huge,  privately 
owned  oil  service  company,  is  in  in- 
voluntary bankruptcy.  The  down- 
town vacancy  rate  still  languishes  at; 
22%,  and  unemployment,  though  be- 
low the  state's  8.2%  rate,  has  risen 
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from  4.4%  to  6.9%  in  the  last  year. 
I  Yet,  in  the  early  days  of  the  Sunbelt 
boom,  Fort  Worth  had  been  left  out. 
The  chamber  of  commerce,  wonder- 
ing why  there  was  no  stampede  to 
■Fort  Worth,  sponsored  a  survey  in 
;1982.  City  leaders  learned,  to  their 
surprise,  that  the  rest  of  the  country 
knew  nothing  of  Fort  Worth.  ("Yeah, 
that's  where  they  store  all  the  gold," 
I  said  one  respondent.) 

So  the  Basses,  Hunt,  Chairman 
fohn  Roach  of  Tandy  Corp.,  Chair- 
man Joseph  Grant  of  Texas  American 
Bancshares,  and  other  local  leaders 
Degan  organizing  an  effort  to  get  new 
obs  to  Fort  Worth.  "We  had  to  do 
nore  than  say,  'We  have  good  barbe- 
;ue  and  chicken-fried  steak.  Why 
lon't  y'all  move  here?'  "  says  Robert 
[Colba,  who  oversees  some  of  the  Bass 
•eal  estate  operations.  "We  had  to 
;onvince  executives  that  they  can  do 
jusiness  here." 

The  city's  business-government 
:ies  have  grown  unusually  strong 
jven  for  Texas.  Mayor  Bob  Bolen  says 
le  talks  to  John  Roach  of  Tandy,  the 
5ig  consumer  electronics  company 
leadquartered  in  Fort  Worth,  several 
:imes  a  week. 

Fort  Worth  has  a  special  advantage: 
ts  charitable  foundations.  At  nearly 


$1  billion,  the  foundations'  combined 
endowments  amount  to  $2,300  per 
capita,  more  than  twice  the  figure  for 
well-endowed  Houston  or  Dallas. 
And  that  income  is  mostly  spent  lo- 
cally. The  three  largest  foundations — 
the  Tandy,  the  Carter  and  the  Rich- 
ardson— take  an  uncommonly  active 
role  in  city  affairs. 

The  Carter  Foundation,  for  exam- 
ple, turned  four  decrepit  downtown 
blocks  into  the  Philip  Johnson-de- 
signed Water  Garden,  a  project  the 
city  couldn't  afford  on  its  own.  The 
director  of  the  Richardson  Foundation 
(begun  by  the  Bass  brothers'  great- 
uncle)  chaired  an  education  task 
force.  The  foundation  has  spent  more 
than  $1  million  yearly  on  teacher 
training,  gifted  student  programs  and 
other  projects  in  public  schools  for  the 
last  five  years.  In  that  time  students' 
basic-skill  test  scores  have  increased 
15%  on  average. 

Does  the  new  vigor  work?  Burling- 
ton Northern  Railroad,  the  largest 
subsidiary  of  Burlington  Northern 
Inc.,  decided  to  move  its  marketing 
and  support  staff  south  from  St.  Paul, 
Minn,  in  1984.  "We  had  lots  of  calls 
and  visits  from  chambers  of  com- 
merce all  over,"  says  Michael  M. 
Donahue,  the  Burlington  vice  presi- 


dent who  oversaw  the  move.  "The 
Fort  Worth  people  were  more  aggres- 
sive in  a  soft-sell  way,  and  their  sup- 
port didn't  stop  once  we'd  decided  to 
come  here."  Burlington  found  the  city 
"a  good  fit"  for  its  transplanted  Mid- 
westerners,  he  says.  It  didn't  mind  the 
estimated  $4  million  worth  of  interior 
finishing  its  Fort  Worth  landlord  pro- 
vided free.  The  company  now  em- 
ploys 750  people  in  Fort  Worth. 

Ironically,  Fort  Worth  is  succeeding 
partly  because  it  never  became  a 
boomtown.  Streets  aren't  crowded 
nor  city  services  strained.  Land  prices, 
while  rising,  are  still  reasonable.  Land 
7  miles  from  downtown  Fort  Worth 
sells  for  $3.50  to  $3.75  per  square  foot, 
while  equivalent  land  in  Dallas  costs 
around  $65. 

General  Motors  is  closing  five 
parts-distribution  facilities  in  Dallas, 
Houston  and  Memphis  to  build  a  new 
840,000-square-foot  warehouse  (the 
horizontal  equivalent  of  a  40-story 
skyscraper)  in  Fort  Worth.  Mattel, 
Keebler,  Mercedes-Benz  and  Black 
Decker  have  likewise  chosen  Fort 
Worth  within  the  last  two  years. 

Says  H.  Ross  Perot  Jr.,  whose  family 
owns  10,000  acres  north  of  the  city, 
"Fort  Worth  is  one  of  the  few  bright 
spots  in  Texas."  Texans,  take  note.  ■ 


"or?  Worth's  stockyard  district,  a  relic  of  the  Chisholm  Trail 

'We  Had  to  do  more  than  say,  'We  have  good  barbecue.  Why  don't  y'all  move  here?' 


A  mutual  fund  that  invests  in  Third  World 
stocks  sure  sounds  like  a  great  idea,  hut  the 
IPC  is  off  to  a  had  start. 

A  shot 

in  the  foot 


By  Edwin  A.  Finn  Jr. 


Fl  OR  INTERNATIONAL  portfolio 
managers,  the  rules  are  simple: 
You  don't  spit  into  the  winds  of 
political  change,  you  don't  put  both 
feet  in  any  one  bourse,  and  you  don't 
ignore  what  John  Templeton,  the  doy- 
en of  foreign  investing,  thinks. 

It's  unclear  whether  the  World 
Bank's  International  Finance  Corp. 
unit  will  break  the  first  two  rules.  It 
has  clearly  shattered  the  third. 

No  one  questions  that  helping  de- 
veloping countries  by  investing  in 
their  stock  markets  is  a  bright 
idea.  Loaded  down  with  $890 
billion  in  debt,  our  poorer 
neighbors  clearly  need  equi- 
ty investment.  Even  veter- 
an money  managers  confess 
they  were  excited  last  year 
when  the  IFC  announced 
plans  for  its  Emerging  Mar- 
kets Growth  Fund.  "But  as 
usual  with  the  IFC,  they 
screwed   up   the  imple- 
mentation completely," 
complains  an  investment 
banker  in  New  York. 

Templeton,  who  has  been  investing 
mutual  funds  and  his  own  money 
overseas  for  decades,  worked  with  the 
IFC  on  the  project  for  months.  Then, 
earlier  this  year,  he  walked  away  be- 
cause his  firm  and  the  IFC  differed 
over  how  the  fund  should  be  run. 

Always  the  gentleman,  Templeton 
wouldn't  elaborate  on  what  drove 
him  off.  But  sources  blame  his  sur- 
prise departure  on  a  bevy  of  restric- 
tions imposed  by  IFC  bureaucrats. 
"They  wouldn't  let  Templeton  invest 
in  Taiwan  because  it  would  offend  the 
mainland  Chinese.  If  the  fund  invest- 
ed in  South  America,  it  would  have  to 
keep  the  money  there  a  certain 
amount  of  time  so  as  not  to  offend  the 


local  governments.  They  were  pretty 
well  restricted  to  five  or  ten  countries, 
and  Templeton  just  doesn't  work  that 
way,"  says  one  fund  manager. 

Another  says  Templeton  should  be 
glad  he's  rid  of  the  fund:  "It  looked 
like  a  cumbersome  thing  at  best.  The 
fund  had  a  board  of  ten  directors,  and 
it  didn't  look  like  they  were  going  to 
play  a  hands-off  role." 

In  the  end  the  IFC  turned  to  Los 
Angeles-based  Capital  Group  to  man- 
age the  $50  million  fund,  which  was 
launched  in  June.  Capital — politely 


Ritruk  Mil). 

ignoring  Templeton's  bad  experi- 
ence— says  it  does  not  expect  any  un- 
due interference  from  the  IFC  or  the 
fund's  other  II  investors  (mainly 
large  institutions  from  Europe  and  the 
U.S.).  IFC  officials  contend  there  are 
few  restrictions  on  the  fund  manager, 
but  say  they  cannot  provide  an  offer- 
ing circular  outlining  the  fund's  rules. 
Nor  will  they  disclose  which  coun- 
tries the  fund  will  invest  in.  How 
many  countries  are  candidates?  David 
Fisher,  who  runs  the  fund  for  Capital 
Group,  remains  circumspect:  "More 
than  six  right  now." 

The  fund  already  has  people  irritat- 
ed. Portfolio  managers,  for  instance, 
complain  that  the  IFC  effort  will  du- 
plicate budding  mutual  funds,  such  as 


Merrill  Lynch's  India  Fund  and  Bang 
kok  Fund.  And  it's  not  the  only  exam 
pie  of  the  IFC's  competing  with  pri- 
vate-sector financial  institutions.  In- 
vestment bankers,  in  particular, 
complain  that  the  IFC  is  straying  onto 
their  turf,  beating  them  out  of  syndi- 
cated loan  business  and  consultingil 
jobs  in  the  Third  World. 

"Why  on  earth  should  the  IFC  be 
doing  deals  when  private  investment 
banks  desperately  want  to  do  them?' 
asks  an  investment  banker  in  Hong 
Kong."The  IFC  has  become  a  pain  in 
the  backside  over  the  past  few  years."! 

London  investment  bankers  agree. 
Some  question  whether  the  IFC 
should  solicit  consulting  jobs  at  all., 
"They  wear  too  many  hats.  How  canjl 
they  act  as  lender,  investor  and  advis-i 
er?  Often  these  roles  conflict,"  saysj 
one  banker. 

A  variety  of  investment  bankers 
and  other  executives  claim  the  IFC  is 
using  the  name  of  its  powerful  parent,, 
the  World  Bank,  to  help  win  financiall 
consulting  contracts  around  thei 
world,  from  Turkey  to  Thailand  to 
Trinidad.  One  consultant  tells  of  a 
potential  client  in  South  America 
who  decided  to  hire  the  IFC  instead  of 
his  firm:  "I  asked  him  whether  hej 
went  with  the  IFC  because  it  was  con-! 
nected  to  the  World  Bank.  He  just  sortj 
of  smiled,  but  we  both  knew  whatj 
was  going  on."  [ 
Part  of  the  problem  is  this:! 
Some  developing  countriesj 
have  developed  to  the  point| 
where  they  can  attract  pri-i 
vate  investors  withoutj 
the  IFC's  help.  The  IFC 
argues  that  it  has  worked! 
hard — and  made  manyi 
high-risk  loans — in  an  effort! 
to  get  developing  countries 
in  better  fiscal  shape.  Why, 
then,  shouldn't  the  IFC  get  a 
chance  to  participate  in 
nncii  profitable  deals  now  that) 

they're  available? 

Investment  bankers  won't  have  it. 
They  insist  the  IFC  should  back  off 
once  the  private  sector  arrives.  The 
IFC  belongs  in  capital-short  areas  like 
Africa,  not  in  newly  popular  places  toi 
invest  like  Korea  or  India,  says  onei 
London  investment  banker. 

The  IFC  clearly  has  some  grandiose 
plans  for  its  Emerging  Markets  mutu- 
al fund,  including  eventually  expand- 
ing its  size  to  $500  million  by  offeringl 
shares  to  the  public.  But  the  IFC  itself! 
may  get  some  stiff  competition  before' 
that  happens. 

Word  is  that  Templeton  plans  to 
bring  out  a  Third  World  mutual  fund 
of  his  own  within  a  few  months — sans 
bureaucratic  restrictions.  ■ 
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In  1927,  when  "The  Lone  Eagle"  braved  the  Atlantic,  Allendale 

had  been  a  risk  taker  for  92  years. 


A'hen  the  Spirit  of  St.  Louis  touched  down  in  Paris, 
endale  had  already  established  a  North  American  pres- 
c  serving  companies  across  the  country  for  92  years. 
Foday  at  Allendale,  we  continue  to  shape  the  history  of 
.  control  with  engineering,  training,  research  and  testing, 
Donsiveness  and  fairness  in  the  way  we  do  business. 
Phroughout  the  years  we've  been  more  than  an  ordi- 


nary insurance  company.  Commitment  to  our  insureds 
goes  well  beyond  the  property  coverages  we  provide. 

After  a  century  and  a  half,  that  part  of  our  philosophy 
is  not  about  to  change.  Allendale  Insurance,  P.O.  Box 
7500,  Johnston,  Rhode  Island  02919. 
Allendale  Insurance/Factory  Mutual  System 

Over  150  years  of  progress  and  stability. 


Cummins  Engine  kept  aspiring  Japanese 
competitors  at  bay  by  matching  their  sharp- 
ly lower  prices.  Trying  to  match  their  costs, 
however,  has  been  an  education. 

The  Yankee 
samurai 


By  Geottrey  N.  Smith 


Cummins  /ingifie  Chainnmi  Iletny  B  Schacbt 
"If  you  don't  give  the  Japanese  a  price  advantage,  they  can't  get  in. 


IT  STARTED  QUIETLY,  in  1984,  on  a 
California  dock  landing  with 
some  crated  truck  engines 
stamped  "Komatsu"  and  "Nissan." 
Then  came  telephone  calls  from  old 
friends — good  customers — at  Navi- 
star and  Freightliner,  who  said  they 
were  testing  Japanese  medium-truck 
engines.  To  Henry  B.  Schacht,  chair- 
man of  $2.1  billion  (sales)  Cummins 
Engine,  based  in  Columbus,  Ind.,  it 
was  like  the  first  sound  of  the  gate 
creaking  open  at  the  OK  Corral. 

The  shooting  started  immediately. 
Cummins,  after  all,  had  a  lot  at  stake. 
It  held  a  commanding  57%  to  60% 
share  of  the  U.S.  market  for  heavy- 
duty-diesel-truck  engines  and  made 
good  money  at  it — a  handsome  32.6% 
return  on  equity  in  1984.  If  the  Japa- 
nese gained  a  foothold  in  medium  en- 
gines, heavy  engines  could  be  next. 

"When  the  Japanese  came  into  this 
market,  they  priced  their  products 
from  10%  to  40%  below  prevailing 
prices,"  says  Schacht,  51,  a  Yale  and 
Harvard  Business  School  graduate 
who  has  been  Cummins'  chief  execu- 
tive for  13  years.  "They  got  attention 
right  away." 

Could  Cummins  match  the  Japa- 
nese price?  Talk  about  awkward  tim- 
ing. Cummins  was  itself  trying  to 
break  into  the  medium-duty  market 
and  had  just  launched  four  brand-new 
medium  engines  simultaneously. 
These  were  the  result  of  a  five-year, 
$850  million  products  expansion  pro- 
gram that  included  a  joint  venture 
with  machinery  maker  J.I.  Case,  a 
subsidiary  of  Tenneco.  If  prices  were 
cut  now,  it  could  take  years  to  break 
even  on  the  engines. 

Worse,  demand  for  Cummins' 
heavy-duty-truck  engines  in  the  first 
three  quarters  of  1984,  63%  of  engine 
sales,  was  falling  off  sharply.  No  cush- 
ion there.  And  how  could  Cummins 
possibly  cut  its  costs  by  a  third?  Labor 
accounts  for  only  about  29%  of  Cum- 
mins' costs,  so  wholesale  layoffs 
wouldn't  do  it.  Nor  would  a  huge  cap- 
ital-spending push.  Cummins  plants 
are  seven  years  old  on  average. 

Schacht,  nevertheless,  didn't  bat  an 
eye.  Cummins  immediately  dropped 
its  prices  on  the  new  medium-duty 
engines  to  the  Japanese  level.  "If  you 
don't  give  the  Japanese  a  major  price 
advantage,  they  can't  get  in,"  says 
Schacht,  himself  as  intense  and  me- 
ticulous as  any  samurai.  "Besides,  if 
we  didn't  lower  prices,  our  truck  man- 
ufacturing customer  couldn't  com- 
pete, either.  So  not  only  would  we 
lose  share  of  market  from  him,  he 
would  lose  share  of  market  from  the 
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Where  are  the  Japanese? 


Ever  since  Cummins  met  the  prices  of  Japanese  engine  producers,  in 
1984,  the  Japanese  have  been  unable  to  gain  a  foothold  in  the  U.S. 
market.  What  caused  the  dramatic  decline  of  the  Detroit  Diesel  division 
of  General  Motors  in  recent  years?  "They  stayed  with  a  two-cycle  engine 
and  the  market  didn't  find  it  competitive,"  says  Cummins'  Schacht. 


Engine  manufacturers'  share  of  North  American  heavy-duty  truck  shipments 
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now-deregulated  truckers.  We  would 
get  a  double  hit." 

Then  came  the  hard  part — cutting 
costs  by  at  least  a  third,  in  addition  to 
coping  with  inflation.  "When  we  first 
looked  at  it,  it  honestly  looked  insur- 
mountable," says  Cummins  Presi- 
dent James  A.  Henderson.  After  all, 
when  you  have  been  competing 
against  companies  like  Caterpillar 
Tractor,  Mack  Truck  and  the  Detroit 
Diesel  division  of  General  Motors  in  a 
mature,  unforgiving  market,  you 
think  cost  control  is  tight  already. 

But  Cummins  had  been  studying 
Japanese  production  methods  and 
found  that  the  U.S.  accounting  sys- 
tem tends  to  hide  some  types  of  cost. 


"One  of  the  things  that  nobody's  cost 
system  tracks  very  well  in  this  coun- 
try is  overhead,"  Henderson  says.  "A 
lot  of  production  costs,  like  producing 
for  inventory  or  just  the  cost  of  mov- 
ing a  product  around  unnecessarily, 
end  up  being  buried  in  'overhead.'  " 
Because  it  used  to  take  so  long  to  set 
up  an  engine  transfer  line  for  different 
models,  Cummins  used  to  produce 
extras  for  inventory  before  tearing 
down  the  line  and  switching  to  a  new 
model.  Now  more  flexible  machinery 
that  permits  far  faster  set-up  times 
has  eliminated  the  need  for  so  much 
inventory,  which  has  been  cut  from 
60  days'  supply  to  3  or  4  days'  supply. 
But,  increasingly,  Cummins  ran 


Electrician  placing  conii>oneiit  on  a  Jle.xihle  Duichu  ie  system  at  Cummins  plant 
Persuading  employees  they're  not  working  themselves  out  of  a  Job. 


into  stiff  opposition  from  labor,  wor- 
ried that  employment  levels  in  engine 
and  parts  production  had  fallen  from 
1979  levels  by  40%  in  the  U.S.,  by 
50%  in  the  U.K.  "To  earn  the  flexibil- 
ity you  need  to  change  the  way  work 
flows  through  the  plants,  you  need  to 
earn  the  confidence  of  the  work  force 
that  they're  not  going  to  work  them- 
selves out  of  a  job  by  becoming  more 
productive,"  says  John  T.  Hackett, 
Cummins  executive  vice  president.  "I 
don't  know  that  we've  had  much  suc- 
cess doing  it,  to  be  honest." 

Meanwhile,  Schacht  and  Hender- 
son focused  on  another  big  item:  ma- 
terials, which  account  for  50%  of 
Cummins'  cost  of  production.  Could 
suppliers  offer  any  suggestions  about 
cost-cutting  there?  Of  course.  No  one 
had  ever  asked  before.  So  far  Cum- 
mins has  lowered  material  costs 
an  impressive  18%  in  the  past 
three  years  by  changing  its  old 
adversarial  ways  with  its  suppli- 
ers. Says  Schacht:  "We've  gone 
to  single  sources.  We've  gone  to 
joint  engineering  production  linking. 
We're  trying  to  do  everything  with 
our  suppliers  that  we  want  to  do  with 
our  customers." 

So  far,  the  Cummins  pricing  strate- 
gy has  proved  an  effective  defense. 
The  Japanese  have  been  able  to  sell 
their  truck  engines  to  only  one  U.S. 
engine  and  generator  producer,  $281 
million  (sales)  Onan  Corp.,  which 
Cummins  bought  control  of  in  Febru- 
ary— "although  not  for  that  reason!" 
remarks  Schacht  with  a  smile.  But 
earnings  have  suffered.  In  a  year  when 
heavy  truck  sales  in  North  America 
fell  9%,  Cummins'  earnings  dropped 
over  73%— from  $188  million  in  1984 
to  $50  million  last  year — and  1986 
looks  flat.  Schacht  and  Henderson  ex- 
pect to  be  wrestling  with  their  costs 
for  another  two  years.  "Even  at  cur- 
rent exchange  rates,"  says  Schacht, 
"the  Japanese  still  have  us  on  costs  by 
10%,  maybe  15%." 

The  sharp  fall  of  the  dollar  against 
the  yen  has  not  helped  Cummins  all 
that  much.  Nor  does  it  expect  it  to. 
"Don't  forget  the  Japanese  import  all 
their  raw  materials  and  energy  and 
pay  in  dollars,"  says  Hackett,  "so 
their  costs  of  materials  and  energy 
have  declined  significantly." 

Cummins  will  waste  no  time  fret- 
ting about  it.  "My  predecessor,  Irwin 
Miller,  always  says,  'Facts  are  friend- 
ly,' "  Schacht  remarks.  "Well,  the 
fact  is  that  the  Japanese  have  estab- 
lished a  new  world  price  for  our 
product.  Face  that  fact.  Don't  pretend 
that  it's  not  there.  Operate  in  the 
world  the  way  it  is,  not  the  way  you 
wish  it  were."  ■ 


Taxing  Matters 


A  new  law  gives  group  health  insurance  to 
widows,  divorcees  and  fired  workers. 


Cobra's 
bite 


By  Laura  Saunders 


Fl  OR  EXECUTIVES  who  WOUld 
rather  not  pay  an  extra  $1,000  a 
year  in  personal  income  taxes — 
and  who  would  like  to  save  their  com- 
panies from  paying  much  more  than 
that — we  offer  this  advice:  Do  not 
tread  on  Cobra. 

Cobra  is  the  aptly  ominous  acro- 
nym for  the  Consolidated  Omnibus 
Budget  Reconciliation  Act  of  1985. 
The  new  law,  which 
was  passed  in  April, 
contains  a  landmark 
provision. 

Before  Cobra,  if  a 
worker  lost  his  job,  he 
(or  she)  and  his  depen- 
dents usually  lost  their 
health  insurance  cov- 
erage. Likewise  with 
divorcees,  widows  and 
spouses  of  retired  em- 
ployees who  qualify  for 
Medicare.  The  fright- 
ening prospect  of  going 
uninsured  led  many 
people  to  take  a  job — 
any  job — simply  to  re- 
qualify  for  health  bene- 
fits. Last  year  the  number  of  Ameri- 
cans without  health  insurance  hit  37 
million,  a  42%  increase  from  1980. 

Congress  decided  to  get  into  the  act. 
Hence  this  provision  of  Cobra,  which 
becomes  effective  July  1.  Cobra  gives 
millions  of  health  insurance  benefi- 
ciaries the  legal  right  to  demand  of 
their  former  employers  that  they  con- 
tinue to  be  included  in  the  employers' 
group  health  insurance  plans  long  af- 
ter the  primary  beneficiary  (generally 
a  working  spouse)  has  been  fired  or 
gets  divorced  or  dies.  A  nice  prospect. 
You  fire  a  person  for  incompetence 
and  his  or  her  divorced  spouse  can 


Still  insist  on  insurance  coverage.  So, 
of  course,  can  the  firee.  Widows,  di- 
vorcees and  dependents  of  deceased  or 
Medicare-eligible  employees  can  de- 
mand coverage  for  up  to  three  years. 
Employees  (and  their  families)  who 
are  fired  or  laid  off  can  demand  to  be 
kept  in  the  plan  for  18  months. 

Fortunately,  however,  Congress  did 
not  throw  the  entire  burden  on  busi- 
ness. All  the  law  does  is  insist  that  the 
employer  permit  the  beneficiary  to 


participate  in  his  group  plan.  Cobra 
allows  companies  to  charge  those 
who  elect  to  continue  coverage  102% 
of  the  premiums  the  company  pays 
for  each  employee.  "A  really  good 
plan  with  good  hospitaUzation  and 
dental  coverage  runs  about  $2,000  per 
family  per  year,  about  half  that  for 
individuals,"  says  Jack  Helitzer,  vice 
president  at  New  York-based  Metro- 
politan Life.  So  a  laid-off  worker 
would  have  to  pay  his  former  employ- 
er $2,040  annually  to  retain  his  fami- 
ly's coverage;  the  extra  $40  is  meant 
to  cover  the  employer's  paperwork 
costs.  But  it  is  easily  worth  the  price 


to  the  beneficiary,  who  couldn't  oth- 
erwise obtain  the  same  quality  of  cov- 
erage for  anything  like  that  price. 
Cobra's  provisions,  says  Avery  Neu- 
mark,  Ernst  &.  Whinney  benefits  ex- 
pert, "give  people  time  to  get  their 
feet  on  the  ground." 

What  does  all  this  have  to  do  with 
personal  and  corporate  income  taxes? 
A  great  deal.  Congress  has  used  the 
tax  code  to  ensure  companies'  com- 
pliance with  Cobra. 

Suppose  a  company  refuses  to  offer 
continuing  health  coverage  to  an 
executive's  former  spouse.  Under  Co- 
bra, the  company  would  lose  its  entire 
tax  deduction  for  the  cost  of  medical 
insurance  covering  all  its  employees. 
Thus  a  company  with  1,000  employ- 
ees on  the  payroll  and  paying  $2,000 
in  premiums  for  each  worker's  health 
policy  could  be  liable  for  as  much  as 
$920,000  in  extra  taxes  (assuming  the 
current  maximum  corporate  rate  of 
46%).  Notes  Met  Life's  Helitzer: 
"That's  not  cottage  cheese." 

Cobra  also  has  a  smaller  but  still 
venomous  fang.  If  the  company  vio- 
lates the  law  and  loses  its  tax  deduc- 
tion, then  the  company's  top  execu- 
tives also  pay.  How  so?  Cobra  instructs 
the  IRS  to  treat  the  company-paid 
health  insurance  premiums  for  the 
executives'  coverage  as  personal  in- 
phii  Huimg  come  to  the  executives, 
subject  to  full  income 
taxation.  So  an  execu- 
tivewhosehealthinsur-  j 
ance  costs  $2,000  a  year 
could  owe  an  extra 
$1,000  in  taxes  (again, 
using  pre-tax-reform 
rates).  Under  Cobra,  ex- 
ecutives at  risk  are  the 
top  25%  highest-paid 
employees,  any  share- 
holder owning  more 
than  10%,  and  the  five 
highest-paid  officers. 

There  are  some  ex- 
ceptions and  exemp- 
tions in  Cobra.  The 
privilege  of  demanding 
to  remain  in  the  group  health  plan 
expires  once  a  beneficiary  becomes 
covered  by  another  plan  or  Medicare, 
and  it  doesn't  apply  if  the  company 
terminates  the  entire  plan.  Cobra  also 
exempts  firms  that  don't  offer  group 
health  plans  to  employees,  firms  that 
employ  fewer  than  20  workers,  and 
church  groups.  Congress  also  exempt- 
ed the  federal  government,  with  10 
million  covered  employees  and  depen- 
dents. State  and  local  governments,  on 
the  other  hand,  must  comply  with 
Cobra.  If  a  local  governmental  unit, 
say,  failed  to  comply,  the  beneficiary 
could  sue  and  expect  to  win.  ■ 


rnDDCC    TI  IT  V   \A  IQOA 


Reaches  far  nicer  than  Nice.  Bouillabaisse 
hey  envy  in  Marseilles.  Art  they  marvel  at  in 
ftome.  Ski  resorts  that  rival  St.  Moritz. 
fashions  they  love  in  Milan.  Shops  as 
xclusive  as  Paris.Theatre  on  a  par  with 
.ondon.  Opera  like  La  Scala.  Gold  and  silver 
fy  the  pound.  Emeralds  by  the  bushel.  Cities 
IS  ancient  as  Athens.  Jungles  that  are  wild, 
^lightlife  that  makes  them  seem  tame.The 
hythm  of  theTango.The  beat  of  the  drum, 
lie  roar  of  the  city  Orchids  by  the  acre. 


eastern's  alternative  to  Europe: 
.atin  America. 


Instead  of  flying  to  the  Old  World 
IS  year,  discover  the  amazing  wonders  of 
?  New  World, 

We  can  carry  you  to  more  exciting 
ies  in  Latin  America  from  more  cities  in 
)rth  America  than  any  other  airhne. 

Enjoy  our  surprisingly  affordable 
es  and  vacation  pacl<:ages  that  come 
eked  with  other  surprises,  from  cosmo- 
litan  cities  to  beautiful  colonial  villages. 

For  more  information  and 
>ct  vations,  call  your  Travel  Agent ,  or 
stern  Airlines  at  1-800-E-A-S-T-E-R-N. 

And  see  what's  waiting  f( )i  you  in 
in  America  this  year.  We  promise  you, 
.1  whole  new  world. 


i 
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Singer  Co.  thought  air-conditioning  was  a 
dead-end  business.  So  Richard  Snyder 
bought  its  Climate  Control  division  and 
made  out  quite  nicely. 


Cool  millions 


By  Alan  M.  Field 


Fl  OUR  YEARS  AGO  Richard  Snyder 
was  a  well-paid  senior  execu- 
tive, earning  $180,000  a  year  as 
president  of  Singer  Co.'s  $120  million 
(sales)  Climate  Control  division, 
which  made  air  conditioners.  His  net 
worth,  after  20  years  with  Singer: 
about  $750,000. 

Today  Snyder  is  chairman  and  sole 
owner  of  his  own  company,  Snyder- 
General  Corp.  of  Dallas, 
which  racked  up  $520  mil- 
lion in  sales  last  year.  His  net 
worth  now  is  more  than  $300 
million. 

Did  Snyder  invent  a  new 
microchip  or  start  a  biotech- 
nology company?  Hardly.  He 
did  what  so  many  senior  ex- 
ecutives dream  about:  He 
bought  the  stodgy  old  corpo- 
rate division  he  had  been 
running  for  someone  else  and 
made  it  a  lot  more  profitable 
for  himself. 

Snyder  got  the  idea  from  a 
magazine  article,  in  1981,  de- 
scribing Singer's  desire  to  get 
out  of  the  slow -moving  air- 
conditioning  business,  to  put 
more  emphasis  on  its  glamorous  aero- 
space divisions.  At  the  time,  the 
prime  rate  was  nudging  21%,  and 
much  of  Climate  Control's  market 
was  sickening.  "I  saw  a  unique  oppor- 
tunity," says  Snyder,  a  gray-haired, 
48-year-old  Indiana  native  v/ith  a 
night-school  M.B.A.  in  finance  from 
the  University  of  Detroit.  "I  thought, 
why  shouldn't  they  sell  it  to  me?" 

It  took  seven  nervous  months  of 
secret  talks  with  94  banks  and  ven- 
ture capital  companies  to  v/ork  out 
the  purchase.  Snyder  figured  no  one 
would  back  him  if  he  had  to  buy  Cli- 
mate Control  at  its  book  value  of  $54 


million.  The  apparently  mature,  capi- 
tal-intensive business  was,  after  all, 
then  showing  a  pretax  profit  of  only 
2.5%.  "Some  people  thought  1  was 
loony,"  he  says.  "Sales  in  real  dollars 
were  down,  and  demand  had  declined 
30%  to  40%  from  its  1979  peak."  But 
Snyder  was  convinced  that,  properly 
managed,  air-conditioning  was  bound 
to  grow  quickly  once  interest  rates 
declined  and  construction  recovered. 
"I  saw  the  opportunity  to  take  costs 


SnyderGeneral  Corp.  Chairman  Richard  Snyde)- 
"An  opportunity  to  take  costs  out  of  the  business 


out  of  the  business." 

He  finally  persuaded  Singer  to  sell 
Climate  Control  for  only  $27.5  mil- 
lion, then  borrowed  $25.5  million 
from  banks,  pitched  in  $300,000  of  his 
own  money  and  raised  another  $1.7 
million  from  venture  capital  funds. 
He  all  but  danced  on  the  ceiling  when 
an  independent  appraiser  told  him  the 
new  company's  assets  really  had  a  fair 
market  value  of  $83  million. 

Within  a  year  after  the  company 
was  renamed  SnyderGeneral  in  April 
1982,  Snyder  had  cut  interest  ex- 
penses 55%  by  speeding  up  inventory 
turnover  and  taking  20  costly  days  out 


of  accounts  receivable.  The  new  com 
pany  repaid  $14  million  of  its  initial 
bank  debt  in  its  first  nine  months.  By 
early  1984  he  had  bought  out  the  ven- 
ture capitalists. 

Why  did  the  new  company  do  so 
much  better  even  with  the  same  pres- 
ident? "There  is  a  different  level  of 
motivation  when  you  run  your  own 
company,"  says  Snyder.  It  also  helps 
that  Snyder  created  new  productivity 
incentives  with  executive  bonuses 
worth  up  to  100%  of  annual  salary. 
"Snyder  has  lured  people  away  from 
very  reputable,  well-run  firms  by  ap- 
pealing to  their  entrepreneurial  spir- 
it," says  Robert  B.  Gilbert,  chief  exec- 
utive of  Rheem  Manufacturing,  a 
competitor.  "He's  built  a  solid  distri- 
bution network,  a  very  energy-effi- 
cient product  linQ,  and  increased  his 
market  share." 

Of  course,  the  air-conditioning 
business  is  still  highly  cyclical,  still 
affected  by  the  vagaries  of  the  prime 
rate,  and  still  subject  to  the  aggressive 
inroads  of  Japanese  competitors  like 
Toshiba  and  Hitachi.  But  with  his 
1984  acquisition  of  three  additional 
companies — McQuay,  Inc.,  the  Arco 
Comfort  Products  subsidiary  of  At- 
lantic Richfield,  and  the  Halstead 
Mitchell  subsidiary  of  Halstead  In- 
dustries— SnyderGeneral  is 
now  well  positioned  to  com- 
pete against  giants  like  Carri- 
er Corp.  and  Trane  Co.  in  all 
three  major  air-conditioning 
markets:  residential,  com- 
mercial and  refrigeration  (for 
warehouses,  restaurants, 
etc.).  "Each  market  peaks  at 
a  different  time,"  explains 
Snyder,  "so  when  one  is 
down,  the  others  are  up." 

SnyderGeneral's  sales  are 
growing  at  an  annual  rate  of 
20%,  more  than  twice  the 
7%  to  8%  of  competitors, 
and  Snyder  expects  that  to 
continue.  For  the  foreseeable 
future,  Snyder  figures  his 
  company  is  much  less  sensi- 
tive to  interest  rates  because  of  a 
growing  replacement  market  for  effi- 
cient, modern  cooling  units,  which 
pay  for  themselves  in  three  to  five 
years.  Pretax,  preinterest  profit  mar- 
gins last  fiscal  year  (ended  Mar.  31, 
1986)  slightly  outpaced  the  industry 
average  of  8%,  earning  the  company 
close  to  $50  million. 

His  bosses  at  Singer  might  have 
thought  air-conditioning  was  a  no- 
growth  business,  but  don't  tell  that  to 
Dick  Snyder.  "I'm  loving  it,"  he  says. 
"I  still  have  to  pinch  myself  some- 
times when  I  go  out  into  the  plants 
and  realize  this  is  all  mine."  ■ 


ANNOUNCING 


Theunique  strengths  of  two 
of  America's  most  respected 
financial  firms  have  joined  together 
to  serve  youoetter. 


General  Electric  Financial 
Services — the  parent  company  of 
General  Electric  Credit  Corpora- 
tion—has  just  joined  forces  with 
Kidder,  Peabody  &  Co.  —  one  of 
Wall  Street's  most  respected  invest- 
ment banking  firms. 

GECC  has  assets  exceeding 
$20  billion.  It  is  America's  largest 
diversified  finance  company,  with 
expertise  in  leasing,  leveraged 
buy-outs  and  corporate  lending. 
Through  its  activities  in  helping  to 
finance  America's  businesses, 
GECC  is  the  nation's  largest  non- 
bank  business-to-business  lender. 

Kidder,  Peabody  is  a  major  fac- 
tor in  all  corporate  finance  activities 
and  has  a  leading  position  in  mer- 
gers and  acquisitions,  fixed  income, 
futures  and  equity  trading,  public 


General 
Electric 
Financial 


finance  underwriting,  sales  and 
trading,  and  investment  research.  In 
addition,  it  has  a  major  international 
presence. 

All  these  areas  of  business 
are  interwoven  through  a  strong 
geographically  dispersed  sales 
network.  In  1985,  Kidder,  Peabody 
acted  as  a  manager  of  financings 
which  raised  over  $74  billion  for  sov- 
ereign governments,  corporations 
and  tax-exempt  entities. 

By  combining  the  resources  and 
skills  of  two  unique  firms,  each  with 
strong  competitive  positions  in  dif- 
ferent and  sometimes  similar  finan- 
cial markets,  we  are  now  able  to 
create  financial  products  and  serv- 
ices for  both  new  and  established 
markets,  while  better  meeting  the 
needs  of  clients  worldwide. 

■■■Kidder,  Peabody 

H    I&  Co.  Incorporated 


(GEFS  IS  a  subsidiary  ot  General  Electric  Go.  that  includes  General  Electric  Credit  Corp..  Employers  Reinsurance  Corp  and  Kidder,  Peabody  &  Co  ,  Inc  ) 


Marketing 


Edited  by  Jeffrey  A.  Trachtenberg 


When  it  comes  to  pushing  product  to  the 
Japanese,  nobody  does  it  better  than . . . 
Western  pop  stars? 

The  celebrity 
is  the  message 


By  Andrew  Tanzer 


WHILE  Japan  floods  the  U.S. 
market  with  TV  sets  and 
VCRs,  the  trade  in  pop  cul- 
ture flows  the  other  way.  At  least  30 
Western  actors,  actresses,  musicians 
and  sports  stars  are  now  successfully 
advertising  Japanese  and  foreign  prod- 
ucts on  television  and  in  magazines 
in  Japan,  most  earning  between 
$300,000  and  $600,000  a  year  for  let- 
ting some  of  their  charisma  rub  off  on 
products.  For  big-name  personalities 
such  as  Sylvester  Stallone  (Kirin  beer), 
Paul  Newman  (Nissan)  and  Madonna 
(Mitsubishi  Electric),  the  payoff  can 


approach  $1  million  a  year. 

In  the  U.S.,  Sony  Chairman  Akio 
Morita  appears  in  the  "Do  you  know 
me?"  American  Express  commercials, 
but  Japanese  entertainment  stars  and 
business  executives  are  not  in  de- 
mand on  Madison  Avenue.  In  Japan, 
though,  Charles  Bronson,  as  early  as 
1970,  showed  how  effective  U.S.  stars 
were  to  become  when  he  appeared  in  a 
series  of  highly  regarded  hair  tonic  TV 
commercials.  Foreigners  were  then 
used  primarily  to  introduce  unfamil- 
iar products.  "The  easiest  way  to 
transmit  the  Western  style  of  life  was 
to  use  foreign  personalities,"  recalls 
Akio  Nakamura,  a  manager  in  Den- 


Syh'ester  Stallone  for  Kirin  heer  in  Japan 

A  recognizable  face  is  worth  the  expense. 


tsu's  creative  department.  Thus,  Kirl* 
Douglas  drank  instant  coffee,  Orsor 
Welles  sipped  whiskey  and  Alain  De 
Ion  modeled  men's  suits  (off-thc-ract 
suits  were  then  a  novelty  in  Japan). 

In  a  sense  the  celebrity  is  the  mes 
sage.  Japanese  advertising  emphasize? 
style  and  mood  rather  than  substance 
and  reality.  Consumers  expect  to  bt 
entertained  by  ads,  not  bored  by  prod 
uct  testimonials  about  the  newesi 
cold  pill.  The  Japanese  find  much 
American-style  marketing  offensive 
ly  self-promotional. 

No  wonder,  then,  that  the  Japanese 
approach  their  marketing  campaigns 
with  the  same  intensity  that  Para 
mount  plans  a  new  film.  "The  firsi 
question  is  whom  do  you  get,"  says 
Barrington  Hill,  a  Tokyo-based  vice 
president  of  McCann-Erickson  World 
wide.  More  than  half  of  all  TV  com 
mercials  in  Japan  use  spokesmen  im 
mediately  recognizable  to  the  public 
a  much  higher  ratio  than  in  the  U.S. 

Western  celebrities  seem  to  be  dou- 
bly effective.  On  the  one  hand,  the> 
give  products  a  certain  internationa 
cachet.  On  the  other,  Japanese  markel 
research  shows  that  consumers  are  fai 
more  likely  to  remember  commer 
cials  when  they  feature  film  folks  like 
Stallone.  A  footnote:  Next  to  pop 
stars,  animals  such  as  penguins,  koala 
bears  and  beavers  are  the  most  effec 
tive  figures  in  Japanese  commercials 
"When  you  distill  it  down,  it's  a  freak 
show,"  says  Koichi  Hama,  art  group 
head  of  J.  Walter  Thompson  (Japan). 

Since  the  "freak  show"  commonly 
lasts  only  15  seconds  on  Japanese  TV 
(most  U.S.  commercials  are  still 
minimum  30  seconds,  though  15s  are 
becoming  all  the  rage),  an  instantly 
recognizable  face  is  clearly  well  worth 
the  expense.  "It's  cheaper  to  spenc 
money  on  a  major  talent  than  on  addi- 
tional TV  exposure,"  maintains 
McCann-Erickson's  Hill,  who  has 
conducted  studies  of  the  effectiveness 
of  ads  with  celebrities. 

Companies  are  reluctant  to  link 
their  sales  increases  directly  to  ads, 
but,  for  many,  foreign  personalities 
have  obviously  boosted  product  rec- 
ognition. Jack  Nicklaus'  highly  rated 
American  Express  commercial  is  just 
one  example.  The  engaging  pro  golfer 
became  an  instant  sensation  by  strug- 
gling through  the  spot's  well-known 
tag  line,  "Don't  leave  home  without 
it"  in  wretched,  but  utterly  charming; 
Japanese.  His  pronunciation  is  now 
mimicked  on  TV  game  shows  and  by 
thousands  of  children  around  Japan., 
Similarly,  a  dance  routine  by  Johni 
Travolta  is  credited  with  vaulting  Ta 
kara's  line  of  canned  alcoholic  mixers 
into  first  place  in  the  industry.  Since 
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ithen  Takara  has  used  Boy  George  and 
Shcena  Easton  to  plug  its  beverages. 

For  the  American  stars,  there  are 
muhiple  benefits.  First  and  most  ob- 
viously, they  pull  in  big  paychecks, 
irheir  only  concern  is  that  the  com- 
'mercials  or  prmt  ads  won't  damage 
their  theatrical  careers.  Second,  the 
ids  mean  exposure  in  a  market  where 
ithe  show  business  stars  seldom  ap- 
oear  personally. 

In  some  cases  the  ads  reflect  local 
popularity:  Musicians  Miles  Davis 
md  Ron  Carter,  both  of  whom  do 
'liquor  ads,  may  now  be  better  known 
m  Japan  than  in  the  U.S. 
*  So  many  foreigners  are  being  used 
to  promote  products  in  Japan  that 
some  suspect  their  marketing  value  is 
decreasing.  But  Hill  of  McCann- 
trickson  believes  it  will  be  some  time 
Defore  pop  stars  wear  out  their  wel- 
:ome  in  Japanese  advertising.  "In  this 
;ountry,  if  you  have  unknown  people 
marketing  your  product,  you're  going 
i:o  lose,"  he  says. 


Tea  for  two, 

but  make  it  decaf 

Thanks  to  solid,  opportunistic  mar- 
keting, tea  industry  leaders  like 
^ipton  and  Tetley  are  now  blessed 
/vith  some  of  the  fastest-selling  prod- 
icts  they've  ever  manufactured. 

Tea,  in  general,  has  been  doing  very 
iiccly  in  the  beverage  battles,  espe- 
.lally  compared  with  its  primary  caf- 
cme  and  decaffeinated  rival,  coffee. 
iFea  sales  grew  4%  annually  from 
!1981  to  1985,  to  $1  billion,  fairly  im- 
pressive considering  that  coffee  sales 
went  up  only  1%,  to  $4  billion.  But 
:he  fastest-growing  part  of  the  tea 
business  in  the  last  two  years  has 
)een  decaffeinated  teas,  whose  sales 
lave  virtually  doubled,  to  $55  mil- 
lion, and  this  year  are  projected  at 
ibout  $65  million. 

Tea's  decaffeinated  coup  began 
)ack  in  the  hippy-dippy  1970s  when 
Celestial  Seasonings  (now  owned  by 
Oart  &.  Kraft)  introduced  caffeine-free 
icrbals  marketed  with  such  folksy 
lames  as  Red  Zinger,  Sleepytime  and 
^emon  Mist.  Those  were  sold  mainly 
n  health-food  stores,  but  Lipton  (a 
vholly  owned  subsidiary  of  Unilever) 
mmediately  saw  the  potential  and 
Hit  herbal  teas  on  the  supermarket 
helves.  By  I98I  the  herbals  were  as 
Popular  in  Peoria  as  they  were  in  San 
rancisco.  Today  Lipton  and  Celestial 
icasonings  together  control  over  80% 
)f  the  $70  million  herbal  tea  retail 
Hisiness. 

But  though  herbal  teas  continued  to 
.ell  well,  alert  teamakers  realized  that 


Three  leaders  in  ailjeiiic Jrcc  icii^ 
It  all  began  with  herbal. 


they  needed  another  new  product  to 
expand  their  position  in  the  decaffein- 
ated drink  market.  That  segment  was 
being  dominated  by  the  major  soft 
drink  manufacturers,  which  were 
flogging  the  virtues  of  caffeine-free  so- 
das and  rapidly  building  a  $1.8  billion 
business. 

To  start,  teamakers  pointed  out 
that  an  average  cup  of  black  or  green 
tea  contains  at  least  50%  less  caffeine 
than  coffee.  Then  Lipton  and  the  oth- 
ers began  rolling  out  their  decaf  teas, 
which,  they  insist,  have  the  same  full 
taste  as  regular  tea  does. 

Curiously,  at  first,  the  teamakers 
didn't  think  they  would  attract  new 
customers.  They  thought  their  sales 
would  increase  because  existing  tea 
drinkers  would  just  drink  more.  And 
that  has  happened.  But  now  tea  pro- 
ducers are  convinced  that  their  decaf 
business  will  add  new  drinkers.  And 
to  keep  it  growing,  Lipton,  the  market 
leader  with  annual  revenues  of  about 
$1.3  billion,  will  spend  more  than  $5 
million  promoting  caffeine-free  teas 
this  year. 

"The  customer  profile  for  decaffein- 
ated is  slightly  older  than  buyers  of 


herbal  teas,"  says  Arthur  Gonis,  di- 
rector of  marketing  for  regular  and 
specialty  teas  at  Lipton.  In  addition  to 
the  television  campaigns,  packaging 
plays  an  important  role.  Lipton's  de- 
caffeinated teas  are  sold  in  the  famil- 
iar red-and-yellow  boxes  with  the 
word  "decaffeinated"  emblazoned  in 
white  lettering  above  founder  Thom- 
as Lipton's  craggy  face. 

"We  want  to  tell  the  customers  that 
they  can  expect  the  same  taste  as  they 
find  in  our  regular  teas,  without  the 
caffeine,"  says  Gonis.  "The  floral 
packaging  of  our  herbal  teas  says  it  is 
a  totally  different  product." 

Now  additional  decaf  products  are 
on  the  way.  Lipton,  Nestle  Foods  and 
General  Foods  are  all  introducing  de- 
caffeinated, powdered  fruit  teas — in- 
stant teas  with  lemon,  berry  and  or- 
ange fruit  flavorings.  They  are  low  in 
calories,  priced  at  less  than  $3  a  canis- 
ter and  aimed  directly  at  iced-tea 
drinkers — that's  a  big  market,  as  75% 
of  tea  consumed  is  iced.  Martin  Fried- 
man, a  marketing  consultant,  says  of 
these  products:  "Call  them  Kool-Aid 
for  adults." — Tatiana  Pouschine 
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By  Geoffrey  N.  Smith 


Edited  by  Gail  Bronson 


With  the  pressure  on  to  curb  health  care 
costs,  a  funny  thing  is  happening:  Hospitals 
are  getting  into  the  insurance  business, 
and  vice  versa.  A  fragmented  industry  is 
integrating  vertically. 

^  Follow 

the  money 


; 

'<,  ;, 

The  145-bed  Woodlawn  Hospital  on 
Chicago's  mainly  poor,  black  South 
Side  closed  its  doors  on  June  5.  Wood- 
lawn  went  bankrupt,  says  Adminis- 
trator Kenneth  Peterson,  because  he 
could  not  cut  costs  enough  to  make 
ends  meet  with  predominantly  Medi- 
care and  Medicaid  patients.  "It's  un- 
derreimbursement  that  did  it,"  he 
says.  "Even  the  big  teaching  hospitals 
in  town  are  downsizing." 

Peterson  has  lots  of  company.  For- 
ty-nine hospitals  in  the  U.S.  closed 
their  doors  last  year,  and  70,000  hos- 
pital workers  lost  their  jobs.  In  jusi 
the  past  three  years  hospital  occupan 
cy  rates  have  fallen  from  a  longtime 
average  of  75%  to  80%  to  63.3%,  anc 
even  lower  for  some  individual  hospi 
tal  chains.  If  closures  and  capacit> 
cutbacks  continue  at  current  rates,  ir 
ten  years  there  will  be  at  least  50C 
fewer  hospitals  in  the  country,  at  least 
20%  fewer  hospital  beds,  and  perhap 
I  million  fewei 
jobs  for  hospita 
workers. 


Hospitals 


Chas  B  Slackman 


What's  behind  all  this?  Nothing 
less  than  a  complete  upheaval  in  the 
economics  of  the  health  care  indus 
try.  Health  care  is  11%  of  GNP,  and  ir 
its  current  topsy-turvy  state  are  op 
portunities  (and  pitfalls)  aplenty 
Though  their  outlines  now  may  be 
only  dimly  seen,  enormous  new  busi 
ness  enterprises  and  fortunes  are  tak 
ing  shape — businesses  that  stand  i 
good  chance  of  determining  the  struc 
ture  of  health  care  in  the  U.S.  for  the 
rest  of  this  century  and  into  the  next 

What  has  set  such  huge  forces  ir 
motion?  Just  this.  After  a  decade  o 
seemingly  uncontrollable  health  care 
cost  increases,  employers  have  begur 
switching  to  prepaid  plans  witt 
Health  Maintenance  Organizations 
In  these,  enrollees  receive  compre 
hensive  health  care  financed  by  pre 
paid  monthly  premiums,  provided  b) 
physicians  either  employed  by  the 
HMO  or  under  contract  to  it.  In  the 
last  five  years  enrollments  in  suet 
plans  have  more  than  doubled,  to  ovei 
21  million,  as  their  cost-saving  appea 
has  begun  to  dawn  on  people.  Witt 
some  60%  of  the  health  care  doUa; 
spent  in  hospitals,  HMOs  try  to  mini 
mize  costs  by  encouraging  ambula 
tory  care. 

Meanwhile,  the  Reagan  Adminisi 
tration  has  added  its  own  muscle  tc 
the  fight  to  hold  down  health  cart 
costs.  Since  1983  the  Health  Care  Fi 
nancing  Administration  has  reimi 
bursed  Medicare  hospital  claims  on  i 
fixed-price  schedule  instead  of  tradi 
tional,  and  more  generous,  formula; 
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Nov«mber20. 1906 


Ms.  Cathy  Lyons 

Import  Otticer 

Qolantcal  Research  Ud. 

&5  Wewak  Road 

Moresby.  Papua,  New  Guinea 


Dear  Ms.  Lyons: 


This  letter  confirms  tha  agreement  we  rgachod  at  our  meeting  last  week  in  San  Francisco. 
Botanical  Research.  Ltd.  will  recomnnand  the  optimal  conditions  (or  shipping  palm  tru9  and  palm  oil. 

--^cf  tmpofiarit  issuos  for  considcfation  are:  towpenturv  durifig  shipping  and  length  ot  time  betweHr 

-  -"^  thioping. 
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i2.y  £2y>S.^'^"^T  EVERYTHING  OM 
THIS  DESK  FROM  A  BUSIMESS  PC? 

The  world's  best-selling  desktop  laser  printer  has 
something  in  store  for  just  about  even/  business  that's 
ever  dealt  with  the  printed  word. 

Because  the  Hewlett-Packard  LaserJet  Printer  is 
the  only  printer  of  its  kind  spedficaliy  designed  to 
work  with  over  300  software  programs.  And  since  it 
hooks  up  to  almost  any  business  PC,  it's  right  for  all 
kinds  of  users-not  just  the  art  department.  So  you 
can  prmt  everything  on  this  desk— from  simple 
memos  to  your  life's  memoirs.  And  get  high-quality 
professional-looking  output. 

Combined  with  our  very  fast,  verv^  versatile 
HP  Vectra  PC  (it's  IBM  PC/AT  compatible)  and  the 
software  of  your  choice,  the  HP  LaserJet  is  the  cor- 
nerstone for  a  complete  desktop  publishing  solution 
One  your  whole  company  can  easily  use. 

Of  course,  the  HP  LaserJet  also   

works  with  IBM  PC's  and  compatibles. 

As  well  as  software  like  Lotus  1-2-3, 

WordStar  and  d:BASE  II.  And,  for  ' 

around  $3,000,  it's  the  laser  printer 

you  can  afi^ord. 

We  can't  print  all  the  reasons  our        hp  venra  pc 

HP  LaserJet  is  the  printer  of  choice.  But  if  you  stop  by 

an  authonzed  HP  dealer  or  call  us  at  1 800  367-4772 

Dept^7P  for  the  one  nearest  you,  we'll  show  you' 

why  hU  quality  pnnting  makes  very  good  business 

sense  indeed. 
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CSX  has  now  entered  a  new  era  of  growth  potential.  Toda^: 
$1 1  billion  giant  is  gaining  even  greater  strength  as  a  leader  in 
Transportation,  Energy  Technology  and  Properties. 

CSX  Transportation  provides  custom-made  rail,  barge,  trucl^ 
warehouse  services  to  help  shippers  reach  markets  across  the  ecu 
and  around  the  world. 

CSX  Energy  directs  activities  in  oil  and  gas  exploration  ar 
development,  operates  natural  gas  pipelines,  and  manages  CSX-ovia 
coal  reserves.  to 
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PROPERTIES 


CSX  Technology  is  a  leader  in  computer  inlormation  services,  with 
mmunications  systems  which  include  the  nation's  most  extensive 
Dptics  network. 

And  CSX  Properties  is  a  major  developer  of  real  estate  interests. 

For  more  information  on  the  new 
th  potential  of  CSX  Corporation, 
CSX  Corporate  Communications, 
ox  C-32222,  Department  B-4A, 
lond.VA  23261. 
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Where  are  the  patients? 


Both  hospital  admissions  and  the  juverage  length  of  time  patients  stay  are 
off  sharply  in  the  wake  oii  Medicare  hospital  cost  capping  in  1983  and  the 
sudden  popularity  of  prep.iid  Health  Maintenance  Organizations.  HMOs 
keep  costs  down  by  ke-  ->ing  patients  out  of  hospitals. 


^  Patient  days  (millions)' 


Q  HMO  entoUment  (millions) 
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*  Not  adjusted  for  leap  yeais. 

Sources:  American  Hospital  Association,  Group  Health  Association  of  America. 
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based  on  percentages  of  full  cost. 

The  result?  The  incentive  to  push 
prices  ever  higher  has  been  replaced 
by  irresistible  pressures  to  hold  down 
costs  no  matter  what.  Not  surprising- 
ly, most  of  the  major  players  in  the 
industry  are  negotiating  for  deals  de- 
signed to  help  them  compete  in  the 
tough  new  environment:  Equitable 
plans  to  join  forces  with  Hospital 
Corp.  of  America;  Travelers  has  an 
agreement  in  principle  to  buy  Whitta- 
ker  Corp.'s  HMO  chain;  Aetna  Life 
Insurance  Co.  has  signed  a  deal  with 
Voluntary  Hospitals  of  America;  Hu- 
mana Corp.  has  launched  its  own  in- 
surance and  HMO  business;  Blue 
Cross/Blue  Shield  and  Cigna  have  set 
up  HMOs  of  their  own. 

So-called  for-profit  hospital  chains, 
hit  harder  than  most  by  declining  oc- 
cupancy rates,  have  been  losing  badly 
on  Wall  Street,  which  has  bid  down 
their  stock  prices  by  20%  since  1983. 
In  order  to  protect  their  margins,  hos- 
pital chains  are  expanding  into  such 
services  as  HMOs  and  ambulatory 


care.  The  420-bed  Northwest  Com- 
munity Hospital  of  Arlington 
Heights,  111.  is  converting  unneeded 
ward  space  into  such  things  as  hos- 
pice units  and  a  "wellness  center." 
Even  world-famous  teaching  hospi- 
tals like  Massachusetts  General  and 
Columbia-Presbyterian  Medical  Cen- 
ter are  following  suit  with  ambula- 
tory care  facilities. 

The  immediate  victims  of  the 
squeeze  are  proving  to  be  "doc  in  the 
box"  operations.  Much  in  vogue  on 
Wall  Street  in  the  1970s,  such  busi- 
nesses offer  high-volume,  specialized 
ambulatory  care  in  fields  like  same- 
day  surgery  and  emergency  medicine. 
Now  they  are  being  undercut  in  mar- 
ket after  market  by  hospitals  offering 
precisely  the  same  thing  in  order  to 
lure  back  patients. 

By  contrast,  the  health  care  firms 
winding  up  with  the  most  clout  in  the 
shakeout  are  proving  to  be  group 
health  insurers.  Put  simply,  they  con- 
trol the  patients  that  the  hospitals 
want.  Thus,  big  hospital  chains  like 
Humana  and  Hospital  Corp.  of  Amer- 
ica are  seeking  to  link  with  big  insur- 
ance companies  or  starting  insurance 
operations  of  their  own. 

Take  Humana,  which  has  recently 
launched  its  own  health  insurance 


plan,  Humana  Care  Plus,  and  now. 
claims  650,000  members  generating 
$400  million  in  annualized  premi- 
ums. Likewise,  Hospital  Corp.  o) 
America  is  negotiating  a  joint  venture 
with  Equitable  whereby  HCA  coulc 
get  access  to  Equitable's  15  million 
insured  members.  In  return  HCA 
would  find  other  hospitals  for  those  it 
could  not  service  through  its  own  hos 
pitals.  Similarly,  Aetna  and  the  550- 
unit  Voluntary  Hospitals  of  America 
have  formed  Partners  National 
Health  Plan  to  provide  a  variety  o) 
health  services. 

In  the  race  among  hospital  compa 
nies  to  line  up  patients,  one  of  the 
most  popular  tactics  has  become  buy 
ing  or  starting  up  HMOs.  But  market 
demand  for  publicly  held  HMOs  has 
driven  up  purchase  prices,  with  deah 
as  high  as  $1,000  per  enrollee.  Some 
insurance  companies  and  hospita 
chains  have  thus  decided  to  start  theii 
own  HMOs  from  scratch. 

But  the  rush  into  HMOs  is  begin 
ning  to  crowd  the  field,  and  a  shake 
out  seems  inevitable.  In  some  com- 
munities, such  as  Chicago  and  Seat- 
tle, HMOs  no  longer  compete  onl> 
with  Blue  Cross/Blue  Shield  and  pri 
vate  insurance  plans  but  with  each 
other  as  well.  Worse,  declining  hospi- 
tal utilization  rates  mean  that  insur- 
ance companies  no  longer  have  tc 
raise  their  rates,  since  they're  once 
again  earning  underwriting  profits 
This  is  further  intensifying  the  profit 
squeeze  for  HMOs,  many  of  which 
had  been  using  insurers  as  a  pricing 
umbrella  under  which  to  boost  theii 
own  margins  with  impunity. 

What  will  emerge  after  the  dust  set- 
tles? This  much  is  for  sure:  As  more 
insurers  and  hospital  chains  link  up  tc 
become  what  are  already  being  called 
supermeds,  the  industry  will  take  on 
characteristics  of  an  oligopoly.  A 
handful  of  vertically  integrated  firms, 
in  theory  at  least,  will  control  every- 
thing from  insurance  coverage  to 
which  doctors  will  treat  what  pa- 
tients for  what  illnesses,  and  where. 

Even  so,  the  ability  to  exercise  oli 
gopolistic  power  may  prove  more  ap 
parent  than  real.  After  all,  when  it 
cornes  to  treating  illness  and  acci 
dents,  nothing  is  more  important  to  a 
person  than  the  quality  of  care  he 
gets,  and  no  amount  of  savings  on 
insurance  premiums  or  hospital  over- 
head costs  will  make  a  person  settle 
for  second  best.  Ultimately  that  will 
create  entrepreneurial  opportunities, 
modifying  the  standardized  care  of 
the  oligopolies.  The  firms  that  keep 
that  axiom  squarely  in  mind  are  veryi 
likely  to  prove  the  biggest  winners  inl 
the  current  health  care  upheaval. 
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XEROX 


If  you  think 
yourbusiness 
is  too  small  for 
Xemx,  thinic  twice. 


The  Xerox  1038 Marathon  copier. 


The  Xerox  1025 Marathon  copier. 


'  If  you're  running  a  small  business,  there  is  absolutely 
J  reason  to  sacrifice  state-of-tiie-art  features  because  of 
Lidget  constraints. 

'  Not  when  Xerox  can  offer  you  the  dependable  1038 
id  1025  Marathon  copiers. 
'  The  1038  Marathon,  featured  on  the  right,  is  so 
livanced  all  you  have  to  do  is  press  the  "start"  button.  It 
;  ill  automatically  feed  originals  of  vaiying  sizes.  Auto- 
'latically  enlarge  or  reduce  them.  It  will  even  automati- 
illy  sense  the  right  paper  size  to  make      ogj  fiijj 
)pies  on.  So,  there  are  no  paper  trays  lljgMnj^j^ 
>  change,  no  knobs  to  adjust.  The  1038  •••il^^ 
3es  everything  for  you.  It  will  even  copy  in  color.  All 
lis  in  a  desktop  copier 

The  1025  is  also  an  incredible  copier  It  can  be 
i:iuipped  to  automatically  feed  originals,  and  reduce  or 
ilarge  them.  And  it  can  even  collate  up  to  ten,  twenty- 
vepage  reports. 

But  perhaps  the  best  reason  to  think  about  owning 
ther  of  these  copiers  is  how  affordable  they  are.  With 
3th  copiers  you  can  choose  those  features  you  need 
3w.  So  your  copier  can  grow  as  your  business  grows. 


Of  course  all  of  this  is  backed  by  Team  Xerox.  A  ser- 
vice and  support  organization  second  to  none.  Regard- 
less of  how  small  your  business  is,  or  how  fast  it  grows, 
Team  Xerox  will  be  with  you  every  step  of  the  way 

So  if  you  Ve  been  thinking  that  Xerox  is  just  too  big  to 
help  meet  your  copier  needs,  think  again. 

For  more  information  call  Team  Xerox,  your  local 
Xerox  Sales  office  or: 

1-800-TEAM-XRX,  ext.  288. 

(1-800-832-6979.  ext.  288.) 

^I'm  interested  in  learning  more  about  these  incredible  desktop  copiers. 

The  Xerox  1038  and  1025  Marathon  copiers. 
I  □  Please  have  a  sales  representative  call  me. 
I  □  Please  send  me  more  information  on  the  Xero.x  1038  and  1025 
1  Marathon  copiers. 

I  Send  this  coupon  to:  Xerox  Corporation.  PC.  Box  24.  Rochester.  NY  14692. 


NAME  TITLE 


COMPANY 


ADDRESS 


I   STATE  /IP  PHONE  I 

I  Or,  if  you  can  't  wait,  call  1-800-TEAM-XRX,  ext.  288  \ 

|_288  l]-800-832-697y^l.^8)_   152-7-14-86  | 

XEROX®.  1038  and  1025  are  trademarks  of  XEROX  CORPORATION. 
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Do  better  schools  do  a  better  job  control- 
ling students'  me  of  drugs?  Do  parents 
even  dare  ask  about  it? 

"We're  all 
sweating  blood 
over  this" 


By  Jeff  Bloch 


We're  a  school.  We're 
in  America.  We  have 
young  people.  " 
Simple  as  that,  Head  Master 
Bruce  McClellan  explains  why 
the  prestigious  Lawrenceville 
School  has  a  drug  problem.  His 
statement  sums  up  why  one  of 
the  top  college-preparatory 
boarding  schools  in  the  country 
finds  itself  dismissing  a  dozen 
or  so  of  its  650  students  each 
year  for  using  drugs  or  alcohol. 
And  why  McClellan,  whose  rea- 
soned words  and  tone  carry  the 
tenure  of  his  36  years  at  the 
New  Jersey  school,  occasionally 
even  employs  voluntary  urinal- 
ysis tests  to  determine  whether 
some  of  his  young  scholars 
abuse  drugs. 

If  you  think  the  answer  is  to 
find  another,  safer,  more  remote 
prep  school,  good  luck.  Educa- 
tors and  placement  counselors 
tell  you— though  most  parents 
gleet  to  ask — that  your  child  is  likely 
to  be  exposed  to  drugs  at  almost  any 
school,  public  or  private,  boarding  or 
day.  "It's  a  societal  problem,"  says 
William  Polk,  headmaster  of  the 
Groton  School  in  Groton,  Mass. 
"Wherever  these  kids  are,  they're  go- 
ing to  have  to  make  a  choice."  Adds 
McClellan:  "I  think  my  colleagues  in 
boardmg  schools,  in  parochial  schools 
and  in  public  schools  are  sweating 
blood  over  this." 
Students  will  tell  you  even  more: 


Da\'id  G  Klein 


will 
ne- 


Besides  the  few  who  actually  get 
caught,  probably  a  majority  of  stu- 
dents smoke  marijuana  occasionally 
and  many  try  harder  drugs  like  co- 
caine and  hallucinogens.  "I  would  be 
hard  put  to  find  people  who  didn't  get 
high,"  says  a  16-year-old  junior  at  a 
New  York  City  private  school.  A 
tenth-grader  at  an  elite  New  England 
boarding  school  says  a  common  dorm 
item  is  a  "hit  towel,"  used  to  absorb 
smoke  from  marijuana,  which  is 
bought  easily  in  the  nearby  town  or 
received  in  the  mail  from  friends.  "A 


lot  of  students  can  do  really  well  and 
be  stoned  all  the  time,"  he  says. 

These  days,  of  course,  such  drug 
tales  are  hardly  surprising.  After  all,  it 
was  two  years  ago  that  14  students 
were  dismissed  from  Choate  Rose- 
mary Hall,  in  Wallingford,  Conn.,  foi 
financing  two  classmates  on  a  co- 
caine-buying trip  to  Venezuela.  Those 
headlines  forced  many  a  headmaster 
and  school  principal  to  admit  that 
drug  use  was  more  than  just  a  rare 
problem.  "Many  people  said,  'There 
but  for  the  grace  of  God  goes  every 
school,'  "  says  John  Buxton,  vice  rec- 
tor of  administration  at  St.  Paul's 
School  in  Concord,  N.H.  "Anyone 
would  be  naive  to  think  that  it 
couldn't  happen  here,  just  because  it 
seems  so  prevalent." 

But  the  news  has  been  slower  to 
reach  parents.  "We  really  thought 
that  getting  our  two  daughters  out  of 
New  York  City  would  be  a  nice, 
wholesome  experience,"  says  Tucky 
Jewett,  who  was  shocked  when  she 
heard  other  parents  talking  about  kids 
,who  had  been  expelled  for  using 
drugs.  "We  were  just  totally  na 
ive  about  that.  I  mean  it's  kind 
of  compelling  when  you  see 
these  sweet  little  campuses 
with  red  brick  buildings  and 
sports  facilities.  Of  course,  you 
do  the  interviews  in  the  fall, 
with  all  the  beautiful  colors.' 

What  parents  do  know  about 
a  school's  drug  problems  often 
amounts  to  rumors  heard  at 
cocktail  parties.  But  even  cor 
rect  information  can  be  mis 
leading.  A  group  of  influential 
students  using  drugs  can  be 
graduated  and  replaced  by  an 
other  group  that  sets  a  tone 
against  drug  use,  educators  say. 
Of  course,  the  reverse  also  can 
happen.  That  doesn't  help  par 
ents  select  a  school  for  their 
child,  and  it's  even  more  trou 
blesome  to  school  administra 
tors  trying  to  determine  what 
actually  works  to  reduce  drug 
use  among  students. 
Placement  counselors  say  most  par 
ents  don't  ask  schools  about  their 
drug  policies,  partly  out  of  fear  that 
school  officials  will  be  suspicious 
about  why  the  parents  are  so  con 
cemed.  Even  when  the  counselor 
brings  it  up,  parents  usually  make  it 
clear  they're  not  worried  about  their 
child.  "Probably  we  were  dumb  to 
think  our  son  wasn't  going  to  try  mar- 
ijuana," says  the  mother  of  a  sopho- 
more boarding  school  student.  "We 
had  not  realized  the  level  of  his  imma 
turity.  In  retrospect,  we  would  not 
have  sent  him  to  boarding  school  in 
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::he  ninth  grade."  Counselors  say  it  is 
ndeed  appropriate  to  ask  officials 
ibout  the  school's  drug  policies,  re- 
cent incidents  and  whether  anyone 
las  been  dismissed.  Even  better,  talk 
0  current  students  and  their  parents. 

Some  parents  turn  to  boarding 
schools  to  get  their  children  away 
rom  drug  problems  at  local  schools, 
jixperts  agree  that  rarely  works.  "If  a 
kid  has  a  problem  with  drugs — and 
l5elieve  me,  most  parents  can't  face 
(:hat — they'd  better  solve  the  problem 
■  •ather  than  change  the  environment," 
jiays  educational  counselor  Estelle 
fVIeadoff  of  New  York  City.  Parents, 
fn  fact,  are  often  less  able  to  deal  with 
|;heir  children's  drug  use  than  the 
(ichools  are.  One  1 7-year-old  girl  says 
she  didn't  start  drinking  and  using 
drugs  until  she  began  attending  a  pri- 
vate school  in  New  York  City.  "When 
did  cocaine,  I  would  have  the  great- 
;st  conversations  with  my  father," 
lays  the  eleventh-grader,  who  now  is 
n  a  drug  counseling  program.  "I  think 
le  knows,  but  we've  never  spoken 
ibout  it." 

Most  students,  of  course,  won't  de- 
velop serious  drug  or  alcohol  prob- 
lems. But  the  continued  popularity  of 
I 'getting  high"  on  campus  and  off,  in- 
;;ide  school  buildings  and  outside,  is 
orcing  many  educators  to  re-examine 
heir  drug  policies.  It  has  pushed  some 
oward  a  harder  line,  dismissing  stu- 
lents  on  their  first  offense,  while 
;ausing  others  to  search  for  new  ways 
o  help  students  tempted  by  drugs. 

While  even  the  best  public  schools 
ire  obligated  to  cope  with  problem 
itudents,  boarding  schools  generally 
;an  be  far  more  strict — they  have 
nore  freedom  of  action.  The  obvious 
difference  is  that  boarding  schools  act 
,  n  loco  parentis  and  are  responsible  for 
I  heir  students  24  hours  a  day.  Most 
:!ive  students  probation  or  suspension 
lor  the  first  offense  and  expel  them  if 
hey  are  caught  again. 

Choate,  not  surprisingly,  is  among 
he  least  tolerant.  Students  caught 
vith  drugs  once  are  kicked  out,  peri- 
)d.  Students  who  come  forward  and 
idmit  to  using  drugs  are  counseled, 
)ut  they  must  agree  to  urinalysis  tests 
It  any  time.  If  positive,  the  student  is 
:;xpelled. 

:  "The  problem  is  so  serious  it  de- 
:nands  stronger  responses  than  one 
night  normally  want  to  make,"  says 
Arthur  Goodearl,  a  dean  of  students  at 
he  1,000-student  school.  Goodearl 
ays  about  a  half-dozen  students  have 
)een  dismissed  in  the  past  two  years 
)ecause  of  the  drug  tests,  and  parents 
ire  supportive.  "Parents  want  to  be 
issured  that  they're  sending  their 
;hild  to  a  safe  environment." 


Getting  help 


High  on  the  list  of  parental 
nightmares  is  discovering 
drugs  in  a  child's  room  or  watching 
him  or  her  stumble  into  the  house 
stoned.  Though  your  first  reaction 
might  be  to  start  yelling,  drug 
counselors  say  that  will  only  lead 
to  denials,  lies  and  less  chance  of 
getting  your  child  to  accept  help. 
Remember,  too,  that  although 
most  adolescents  might  experi- 
ment with  drugs,  most  don't  devel- 
op drug  and  alcohol  problems.  An 
encounter  is  not  an  addiction. 

If  the  problem  seems  serious 
enough  to  need  outside  help,  here 
are  some  agencies  to  contact: 

The  National  Institute  on  Drug 
Abuse  sponsors  a  hotline  to  refer 
people  to  4,000  local  programs  na- 


tionwide. The  number  is  800-662- 
HELP.  For  general  information, 
write  to  National  Clearinghouse 
for  Drug  Abuse  Information,  P.O. 
Box  416,  Kensington,  Md.  20795. 

Phoenix  House  (164  W.  74th  St., 
New  York,  N.Y.,  212-595-5810) 
treats  about  600  adolescents  a  year 
in  New  York  City  and  California. 
A  daily  after-school  counseling 
program  in  New  York  includes 
many  youths  dismissed  from 
boarding  schools  or  sent  by  area 
private  schools.  Phoenix  House's 
main  office  in  California  is  at  1207 
E.  Fruit  St.,  Santa  Ana,  Calif.,  714- 
953-9373. 

Other  programs  can  be  found 
through  local  hospitals  that  have 
adolescent  psychiatric  units. — J.B. 


St.  Paul's  has  no  set  drug  policy. 
Depending  on  the  circumstances,  a 
student  might  be  dismissed  after  one 
offense  or  may  remain  in  school  after 
being  caught  twice.  "We're  dealing 
with  adolescents,  and  we  are  an  edu- 
cational institution,"  says  Vice  Rec- 
tor Buxton.  "We  want  to  make  sure 
our  response  is  helpful." 

Boarding  schools,  especially,  em- 
phasize that  their  highly  structured 
daily  schedules  are  designed  to  give 
students  little  time  to  experiment  on 
their  own.  But  faculty  can't  be  every- 
where. One  tenth-grader  says  he 
smoked  marijuana  twice  a  day  in  his 
room,  once  before  afternoon  sports 
and  once  before  bed,  "like  brushing 
my  teeth  or  something." 

More  important  than  class  and 
study  schedules,  counselors  say, 
schools  should  have  strong  faculty  ad- 
viser programs  that  give  students 
close,  daily  contact  with  an  adult. 
Some  schools  allow  students  to  con- 
fide in  a  faculty  member  and  seek 
help  privately  without  the  pressure  of 
the  school  administration.  Most 
schools  have  some  kind  of  drug  educa- 
tion program,  and  many  go  well  be- 
yond the  usual  clinical  discussions  of 
the  dangers  of  drug  and  alcohol  abuse. 
Lawrenceville  has  a  "peer  coun- 
seling" program,  led  by  older  students 
who  are  supposed  to  help  other  stu- 
dents and  to  set  an  example  against 
drug  abuse. 

Still,  for  all  the  different  attempts 
schools  make  to  prevent  students  from 
using  drugs,  educators  say  ultimately  it 
usually  is  not  where  your  child  attends 
school  that  will  determine  his  or  her 
involvement.  "Kids  who  are  going  to 


drink  and  use  drugs  are  going  to  do  it 
whether  they  are  at  boarding  school  or 
inpublic  school, "  says  Sharon  Powell,  a 
Princeton,  N.J.  psychological  consul- 
tant for  school  systems. 

Part  of  the  problem  educators  face 
is  that  the  nature  of  drug  use  has 
changed.  It  was  possible  for  some  to 
look  upon  the  drug  culture  of  the 
1960s  as  a  form  of  protest  or  rebellion. 
It  is  hard  to  think  youths  use  drugs 
today  for  any  reason  except  that  it 
feels  good.  "Kids  by  10  years  old  have 
learned  a  set  of  messages  from  adults. 
One  of  them  is  that  drugs  work,"  says 
Dr.  Robert  Nible,  a  psychologist  and 
drug  abuse  consultant  in  the  New 
York  City  area.  Marijuana,  at  least 
initially,  does  reduce  stress,  which  af- 
fects adolescents  far-more  than  many 
adults  realize,  Nible  says.  Cocaine 
produces  a  sense  of  brief  self-confi- 
dence that  many  teenagers  feel  they 
lack,  he  says. 

Some  parents,  remembering  their 
own  experiences,  tolerate  their  chil- 
dren's marijuana  use  as  part  of  grow- 
ing up.  But  drug  experts  say  the  mari- 
juana on  the  market  today  is  ten 
times  stronger  than  what  was  sold 
only  a  few  years  ago.  Also,  the  later 
kids  start  experimenting  with  drugs, 
the  less  likely  it  is  that  they  will  have 
abuse  problems,  counselors  say. 

Nible,  for  one,  thinks  parents  anx- 
ious about  drug  use  should  not  be 
reassured  by  a  strict  dismissal  policy 
alone.  It  may  only  make  students 
more  creative.  "You  can  say,  'Don't 
let  me  catch  you  doing  drugs,'  "  Nible 
says.  "To  which  the  kid  responds, 
'Don't  worry,  you  won't.'  " 


Careers 


How  critical  is  your  first  job?  Not  nearly  as 
important,  it  turns  out,  as  your  second. 


Everyone  has  to 
start  somewhere 


By  Janet  Bamford 


WHEN  Michael  Dickens,  the 
39-year-old  president  of 
Guest  Quarters  hotels,  got 
his  start  at  the  company  in  1972,  he 
wasn't  being  groomed  for  the 
executive  suite.  He  started 
work  as  a  $2.30-an-hour  life- 
guard. "Some  people  start  at  the 
bottom  of  the  ladder,"  says 
Dickens.  "I  started  at  the  bot- 
tom of  the  pool."  He  had  gradu- 
ated from  North  Carolina's  Da- 
vidson College  with  a  degree  in 
political  science  but  with  no 
clear  idea  of  what  he  wanted  to 
do  with  himself.  Dickens  trav- 
eled in  Europe,  briefly  played 
professional  basketball  in  Brus- 
sels, then  returned  home  and 
was  contemplating  a  distinctly 
unoriginal  path — law  school — 
when  he  heard  from  a  friend 

that  Guest  Quarters  was  look-   

ing  for  a  lifeguard. 

That's  the  way  it  goes  sometimes 
with  first  jobs.  For,  despite  the  best 
efforts  of  placement  officers,  career 
counselors,  parents  and  the  dictates  of 
common  sense,  some  students  insist 
on  doing  things  the  hard  way.  So  for 
every  grad  who  starts  with  a  plum  job 
or  a  spot  in  a  promising  training  pro- 
gram, there  are  many  more  who  have 
to  settle  for  the  crummy  ones.  The 
good  news,  however,  is  that  many  top 
executives  also  had  distinctly  humble 
career  beginnings. 

To  name  a  few.  General  Motors' 
Roger  Smith  started  his  career  in  1949 
as  an  accounting  clerk  for  GM,  mak- 
ing $3,540  a  year.  Philip  Morris  chief 
Hamish  Maxwell's  first  job,  in  1949, 
was  as  a  travel  agent  for  Thomas 


annually.  Richard  Ferris,  chief  execu- 
tive officer  of  United  Airlines,  man- 
aged the  grill  at  the  Olympic  Hotel  in 
Seattle  in  1962  when  he  started  out 
(for  the  princely  sum  of  $6,000). 
So  a  youngster  starting  out  at  the 


Guest  Quarters  President  Michael  Dickens 
There  was  a  "Itfeguard  career  track." 


Kenneth  larecke'Contaa 


Cook  in  Pans,  eammg  about  $2,000 


Northwestern  Bell  's  Janice  Stouey 
"We  understand  aberrations. 


bottom  without  a  clue  to  where  he  c 
she  is  going  is  neither  alone  nc 
doomed.  But  he  or  she  will  certain]||1 
face  tougher  going  and  had  best  t 
flexible— and  determined. 

Former  lifeguard  Dickens,  for  ii 
stance,  held  down  nine  jobs  as  he  ros 
through  the  ranks  to  president — froi 
being  a  maintenance  man  to  openin 
and  being  general  manager  of  th 
firm's  Greensboro,  N.C.  hotel.  He 
convinced  that  having  been  expose 
to  those  nine  jobs  helped  him  run  th 
shop.  And,  obviously,  while  few  c 
those  who  start  on  the  bottom  rung  ( 
the  ladder  make  it  to  the  president 
suite,  Dickens  isn't  the  only  execi 
tive  at  Guest  Quarters  to  have  com 
from  the  bottom  of  the  talent  poo 
The  firm's  vice  president  of  desig 
and  construction  also  started  his  c; 
reer  as  a  lifeguard.  "We  kiddingly  reft 
to  the  lifeguard  career  track  here, 
says  Dickens. 

The  advertising  world  is  full  of  He 
ratio  Alger-types  who  rose  from  th 
mail  room  to  the  boardroom.  Spence 
Plavoukos,  46,  chairman  of  SSC&J 
Lintas  USA,  recalls  his  early  day 
"When  I  broke  into  the  busines 
in  1961  [the  mail  room]  wa 
where  everyone  started.  Cand 
dates  then  had  the  opportunit 
through  their  exposure  to  th 
organization  to  interview  fc 
other  jobs.  The  mail  room  wa 
designed  to  screen  out  the  dile 
tantes."  Plavoukos  sorted  le 
ters  at  $65  a  week  for  si 
months  before  moving  to  th 
research  department.  He  is  nc 
at  all  sentimental  about  the  e? 
perience:  "Did  I  learn  anythin 
in  the  mail  room?  No.  But  i 
was  something  you  had  to  g 
through  in  order  to  become  pai 
of  the  organization.  You  invesi 

  ed  as  much  time  as  you  coul 

outside  the  mail  room." 

Lewis  Preston,  now  chairman  of  J.I 
Morgan  &  Co.,  got  his  start  in  a  ma: 
room,  too.  In  1951,  fresh  from  Hai 
vard,  he  and  other  would-be  execi: 
tives  opened  and  read  any  mail  tha 
had  both  a  name  and  title  on  the  enve 
lope  (those  that  just  listed  names  wer 
presumed  to  be  personal  and  confi 
dehtial).  That  way,  so  the  thinkini 
went,  newcomers  would  someho\ 
learn  how  the  bank  did  business.  Prea 
ton  worked  in  the  mail  room  for  se\ 
eral  months,  then  became  a  clerk  L 
the  stock  transfer  department. 

For  women,  even  the  mail  roon 
career  path  was  often  out  of  bounds 
those  who  did  manage  to  work  thei 
way  up  the  executive  ranks  usuall 
began  their  work  lives  as  secretarie 
or  clerks.  (Nowadays,  of  course,  theri 
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at€h  the  Spirit 


American  spirit, 
venturous.  Vital.  Resourceful, 
very  heart  of  the 
erican  story. 


e  history  of  America  is  far 
citing  and  revealing  than  the 
)ok  ^es  of  Presidents  and 
It  is  a  fabulous  drama.  Burst- 
triumphs  and  tragedies.  Victo- 
failures.  Authentic  heroes  and 
authentic  villains.  It  is  the 
in  spirit  come  to  life.  Exciting 
Rewarding  to  discover, 
lie  magazine,  AMERICAN 
IE,  has  been  telling  the  story  of 
;rican  adventure  for  more  than 
cades.  And  it  tells  it  with  style. 
I  year,  AMERICAN  HERITAGE 
I  ored  with  two  of  publishing's 
/eted  prizes — the  National 
e  Awards  for  General  Excel- 
d  for  our  single-topic  issue  on 
n  Medicine. 

itten  by  some  of  the  most  cele- 
nd  lively  authors  of  our  day, 
\N  HERITAGE  is  the  best  known 
;t  respected  chronicler  of  the 
n  spirit  and  the  lessons  of  our 
Meticulously  researched  in 
)n's  archives  and  beautifully 
I,  it  is  a  treasure  of  rare  paint- 
otographs,  maps,  and  letters. 
;d  six  times  a  year,  AMERICAN 
IE  explores  all  aspects  of  our 
;  past,  from  the  Founding 
to  the  politicos  in  smoke-filled 
Torn  the  birth  of  Hollywood 
)lden  age  of  advertising,  -rom 
e  of  Iwo  Jima  to  the  Treaty  of 
s,  from  Mississippi  riverboats 
n  space. 

tch  the  spirit  of  America  in 
/VN  HERITAGE.  It's  the  perfect 
you  and  your  family  to  expand 
owledge  and  understanding  of 
itry  that  is,  in  Lincoln's  words, 
t,  best  hope  of  earth." 


Iso  available  in  B.  Dalton 

llt»rx  Waldfitihnnb\  iind 
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off  the  regular  subscription  rate  and  receive  our 
Guide  to  America 's  Greatest  Historic  Places 
absolutely  free  with  your  paid  subscription. 
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(four  issues)  for  only  SI2.00. 
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Address . 


City. 


60  Fifth  Avenue  •  New  York,  NY  10011 


State 


Zip 


0500 


is  less  sexual  bias.) 

Janet  Pavliska  was  graduated 
from  Katharme  Gibbs  secretarial 
school  and  went  to  work  for  Bos- 
ton's Bank  Five  for  Savings  as  a 
secretary  to  the  bank  president. 
Today  she  is  president  and  chief 
executive,  but  it  took  20  years  to 
get  there.  Pavliska's  first  big  jump 
from  secretary  was  to  loan  officer. 
"They  said  a  man  v/ouldn't  want  to 
come  in  and  talk  to  a  woman  about 
his  finances,"  she  says.  Pavliska 
pressed,  and  the  bank  relented.  "It 
turned  out  most  didn't  care." 

Northwestern  Bell's  chief  oper- 
ating officer,  Janice  Stoney,  began 
her  career  with  the  company  as  a 
service  representative,  taking  cus- 
tomer orders  and  complaints.  "It 
was  one  of  the  highest  entry-level  jobs 
that  a  woman  could  aspire  to  in 
1959,"  says  Stoney.  She  intended  to 
work  for  two  or  three  years,  then  go 
back  to  college.  She  never  got  there. 
But  her  progress  with  the  phone  com- 
pany didn't  come  easily  or  quickly. 
After  a  year  and  a  half  as  a  service 
representative,  she  worked  in  labor 
negotiations,   recruiting,  marketing 
and  as  vice  president  in  charge  of  a 
five-state  district  before  taking  her 
current  job  last  year. 

Ironically,  the  view  from  the  bot- 
tom can  actually  inspire  some  people 


John  Creedon,  Metropolitan  Life  president 
A  mail  cleric  with  rare  determination. 

to  apply  themselves  harder.  John 
Creedon,  president  and  chief  execu- 
tive officer  of  Metropolitan  Life  Insur- 
ance Co.,  began  working  at  the  mail 
desk  of  the  firm's  group  insurance  de- 
partment after  being  graduated  from  a 
New  York  City  high  school  in  1942. 
After  serving  in  the  Navy  in  World 
War  II,  he  returned  to  the  company  as 
a  filing  clerk,  but  with  rare  determina- 
tion. He  held  a  series  of  jobs  in  the 
claims  department,  the  real  estate  de- 
partment and  finally  the  legal  depart- 
ment, meanwhile  spending  nine  years 
going  to  New  York  University  at 


night  to  get  his  undergraduate  ant 
law  degrees. 

If  you  start  off  very  low  in  ai 
organization,  you  must  be  prepare) 
to  lift  yourself  into  better  posi 
tions — and  not  just  expect  promo 
tions  to  come  your  way.  Recruiter 
and  human  resource  executive 
don't  attach  too  much  weight  to  ai 
applicant's  first  job,  so  long  as  he  o 
she  doesn't  stay  there  for  to» 
long — say,  more  than  three  or  fou 
years.  "I'm  not  concerned  if  I  lool 
at  someone  who  started  out  as  a  sk 
bum,"  says  Stephen  McPherson, 
recruiter  with  Ward  Howell  Inter 
national.  "I'd  be  far  more  worried  i 
they  worked  for  a  while,  then  be 
came  a  ski  bum  and  were  trying  ti 
come  back." 
Northwestem's  Janice  Stoney,  wht 
put  in  a  few  years  in  the  company' 
recruiting  and  personnel  department 
is    sometimes    encouraged  by 
crooked  career  path.  "People  who  ar 
most  effective  have  usually  had 
variety  of  experiences,"  she  says 
"We  understand  aberrations.  Wha 
we  look  for  is  whether  a  candidate' 
plans  make  sense  now." 

Moral:  It  is  possible  to  rise  throug] 
the  ranks  in  almost  any  business.  Bu 
it's  a  lot  easier,  and  a  lot  more  remu 
nerative,  to  set  a  career  path  early  ant 
tailor  a  job  search  accordingly.  ■ 


With  a  little  help  from  their  friends 


It  is  axiomatic  that  it's  easier  to  succeed  in  a  career  if 
you  enjoy  the  work  and  are  also  good  at  it.  Easier  said 
than  done.  The  Crystal-Barkley  Corp.,  a  Manhattan 
career  advisory  service,  aims  to  help  confused  young- 
sters hit  that  happy  medium.  John  Crystal,  one  of  the 
founders,  is  known  as  the  inspiration  for  the  classic 
career  tome  What  Color  Is  Your  Parachute?  The  firm  has 
long  counseled  older  executives  going  through  mid- 
career  changes.  "I  kept  hearing  people  say  'I  wish  I'd 
done  this  when  I  was  starting  out,'  "  says  Nella  Barkley, 
Crystal's  partner.  So  Crystal-Barkley  developed  a  $375 
"Career  Design  I"  workshop  for  I7-to-24-year-olds. 

The  workshop  lasts  IVi  days.  Instead  of  relying  on 
aptitude  tests,  Barkley  and  her  staff  make  participants 
write  up  seven  or  eight  incidents  in  their  lives  that  they 
remember  with  particular  pleasure  or  pride.  Workshop 
participants  then  dissect  their  own  and  each  other's 
stories,  pointing  to  skills  that  emerge. 

Often,  youngsters  need  encouragement  and  confi- 
dence-building more  than  direction.  At  a  recent  work- 
shop Forbes  attended,  for  example,  Maureen  McDyer 
told  of  being  stuck  between  accounting  and  computer 
programming.  She  is  good  with  numbers  and  thinks  she 
would  like  the  stability  and  prestige  of  being  a  CPA,  but 
fears  the  work  might  be  too  repetitive.  Programming 
appeals  to  her  more,  but  she  fears  there  is  a  glut  of 
programmers.  "There  is  always  room  for  one  more  good 
person  in  a  fiel.i,  '  )  jseph  Wiseman,  a  Crystal-Barkley 


counselor,  assured  her.  Much  of  the  advice  sounds  self- 
evident,  and  it  is,  but  to  young  people  whose  courage 
may  be  wavering,  the  reinforcement  is  critical. 

Some  young  people  need  to  affirm  they're  already  on 
the  right  track.  Cindy  Daddona,  a  young  assistant  in- 
volved in  movie  poster  licensing  at  Vestron  Inc.,  a  video 
marketing  firm,  decided  she  was  in  the  right  industry 
and  in  the  right  company  (which  is  growing  and  es- 
pouses internal  job  mobility)  but  in  the  wrong  job. 
She'll  now  try  to  find  out  about  opportunities  in  mar- 
keting and  promotion  or  distribution  at  Vestron. 

Unlike  other  Crystal-Barkley  seminars,  there  is  little 
emphasis  on  how  to  negotiate  for  a  job,  but  more  on 
finding  out  what  you  want.  Nella  Barkley  stresses  the 
importance  of  shopping  around  for  careers  by  inter- 
viewing people  who  are  already  in  jobs  a  student  aspires 
to.  That  way,  the  young  people  get  updated  information 
about  what  different  careers  entail. 

At  the  end  of  the  session  each  participant  draws  up  a 
plan  of  action — what  careers  they  want  to  investigate 
and  how  they  plan  to  go  about  it.  Participants  are  urged 
to  set  a  timetable;  one  college  student  interested  in 
hotel  management  is  urged  to  schedule  meetings  with 
at  least  15  people  in  the  industry  by  September. 

The  aim  is  to  get  youngsters  on  track — even  if  they 
find  later  it  is  the  wrong  track.  "Most  people  change 
their  careers  at  some  point  in  their  lives,"  Barkley  tells 
the  group,  "nothing  says  you  can't." — J.B. 


1  r\f\ 


"To  the  Far  East, 
no  one  goes  further  for  yo 
than  Northwest  Orient." 


THE  SCORE 

On  Transpacific  IVavei 


Years  of  transpacific  experience 


Pacific  round  trips  required 
to  earn  free  travel* 

First  Class  from  continental  U.S. 


Executive  Class  from  continental  U.S. 


Nonstop  service  from  East  Coast, 
Midwest,  Vlfest  Coast  and  Hawaii 


AII-747  transpacific  fleet 


Annual  Pacific  passengers* 


NORTHWEST  ORIENT 


39 


YES 


YES 


2,487,117 


UNITED 


3-4 


3y2-4y2 


NO 


NO 


239,657 


Thurs. 


Fri. 


The  week  we  looted  terrorism 
in  the  eye  and  proposed  away 

to  make  it  blink. 


I,  ■  Its  face  has  grown  familiar. 
Jn  the  endless  images  of  twisted 
wreckage  and  shattered  bodies 
left  scattered  in  its  wake. 

It  claims  to  work  for  many 
causes,  but  wields  only  one 
tool— violence.  And  Jts  target  is 
you.  Your  family,  y 
your  life. 


The  face  of  terrorism.  It's 
become  a  major  force  in  our 
world,  and  Newsweek  has  ' 
detailed  its  violent  develop- '  ■ 
ment.  But  we  didn't  stop  there. . 
Because  when  Newsweek  . 
looks  at  a  story,  we  see  beyond 
thefaee  of  it. 

,  Beyond  the  problems, or  the 


situations,  or  even  the  motiva 
tions— we  see  and  search  for 
solutions.  Recently,  we  pro- 
posed 10  concrete  steps 
designed  to  combat  terrorism 
Among  them:  improved  intell 
gence  gathering,  cracking  do\ 
on  unsafe  airports  and  greatei 
pressure  on  terrorist  allies. 


Wed. 


Sat. 


t's  our  prescriptive  approach 
he  news— reporting  not  only 
at's  happening,  but  what  can 
done  about  what's  happening. 

And  over  the  years,  we've 
)hed  that  prescriptive 
)roach  to  such  varied  and 

icult  dilemmas  as  civil 

ts,  Vietnam,  South  Africa 


and  crime.  ■ 

Reporting  the  bad  news  and 
suggesting  good  answers.  Part 
of  the  reason  Newsweek 's  won 
more  awards  for  journalistic 


excellence  than  any  other  news 
magazine. 

And  a  good  reason  for  you 
to  start  taking  a  look  at  the 
world  through  our  eyes. 


Newsweek. 

Why  it  happened.  What  it  means. 


Faces 

Behind  the  Figures 


Edited  by  Gary  Slutsker 


The  hot  seat 

This  may  be  a  bit  blasphemous,  but 
I  don't  really  think  we're  ever  go- 
ing to  get  the  principal  on  our  LDC 
loans  repaid."  Blasphemous?  Only  if 
you're  William  Young,  BankAmeri- 
ca's  newest  executive  on  the  hot  seat. 
As  the  bank's  newly  appointed  execu- 
tive vice  president  in  charge  of  inter- 
national operations.  Young  is  taking 
on  what  is  surely  the  most  thankless 
job  in  all  of  international  banking — 
making  the  best  of  BofA's  $26  billion 
foreign  loan  portfolio.  This  portfolio 
was  the  biggest  contributor  to  BofA's 
$337  million  net  loss  last  year. 

What  is  Young's  grand  strategy?  To 
make  the  best  of  a  poor  situation. 
BofA  still  has  $1.5  billion  of  nonpay- 
ing  foreign  loans.  The  news  from 


Mexico,  where  BofA  has  $2.7  billion 
in  loans,  is  hardly  encouraging.  Faced 
with  that,  what  is  there  to  do  but  buy 
time?  As  any  banker  knows,  one  can 
always  stretch  out  payment  sched- 
ules, or,  if  all  else  fails,  extend  new 
loans  to  pay  interest  on  existing  debt. 

One  relatively  new  idea  that  Young 
does  find  intriguing:  repackaging  for- 
eign loans,  possibly  the  way  such  pop- 
ular mortgage-backed  securities  as 
GNMAs  are  sold — sort  of  the  ulti- 
mate junk  bond.  "There  are  investors 
out  there  interested  in  doing  this  type 
of  thing  at  the  right  price,"  he  says. 

So  why  no  real  activity  yet?  Young 
explains  that  once  a  public  market  is 
established  for  a  particular  foreign 
loan  instrument,  accounting  rules 
may  require  BofA  to  revalue  similar 
unsold  loans  still  on  its  books. 

The  result:  Some  of  the  billions  in 
nonperforming  and  other  iffy  loans 


BankAnierka  's  Williani  Young 
Making  the  best  of  a  bad  situation. 


now  carried  at  face  value  on  thi 
bank's  balance  sheet  could  drop  tq 
their  true  market  value,  causing  mon 
huge  losses.  The  bright  idea  of  a  foil 
eign  loan  fire  sale  would  become  j 
new  headache  not  just  for  Young  bu 
for  the  bank  itself  — John  Heins 


Shark  repellent, 
Swiss-style 

We  never  forget  our  experiences,' 
says  Dr.  Paul  Biirgi,  65,  chairman 
of  Switzerland's  $485  million  (1983 
sales)  food  retailer  Usego-Warc 
Group.  Biirgi,  who  serves  as  a  lieutenj 
ant  colonel  in  the  Swiss  army,  haj 
been  thinking  a  lot  about  his  couni 
try's  experiences  during  WWII.  Hi^ 
company  is  now  under  siege,  as  takei 


Pciul  linrgi  of  Usego-Waro  Group 
First  the  Nazis,  now  the  Swiss. 


over  fever,  spreading  through  Europe, 
has  arrived  in  staid  Zurich.  To  protect 
himself,  Biirgi  is  using  50-year-old 
shark  repellent  originally  deployed  to 
stop  the  Nazis. 

Biirgi's  trouble  started  after  three 
major  banks,  which  gained  a  majority 
in  a  1977  bank  bailout  of  Usego,  sold  a 
combined  57%  holding  in  1984.  Most 
of  those  shares  were  quietly  bought 
up  •  by  unfriendly  investors  Biirgi 
claims  are  financed  by  his  archenemy: 
Zurich's  eccentric  discount-storet 
king,  Karl  Schweri.  The  investors 
tried  to  dump  Biirgi  and  take  control 
of  the  board,  but  were  shocked  to  dis 
cover  that  Biirgi  refused  to  grant  themi 
voting  rights  for  a  portion  of  their 
registered  shares.  Instead,  he  kept  the 
votes  in  the  friendly  hands  of  the  big 
three  banks — which  still  have  seatsi 
on  Usego's  board — even  though  they 
had  dumped  their  stock  years  earlier 


Burgi  says  his  bizarre  takeover  de- 
ense  is  based  on  a  1936  law,  which 
:ourts  have  interpreted  to  allow  com- 
panies to  deny  voting  rights  to  "unde- 
sirable" shareholders.  The  law  was 
ashioned  at  a  time  when  Swiss  bur- 
^hers  were  jumpy  about  Nazi  finan- 
:icrs  to  the  north,  and  has  been  used 
iince  then  to  fend  off  unwanted 
'  \merican  and  Arab  suitors. 

The  dissidents  are  steaming,  and 
^ave  sued  Biirgi  for  taking  away  their 
ights.  But  Biirgi  isn't  worried.  In  addi- 
;ion  to  running  Usego-Waro  and  head- 
ng  an  army  battalion,  he  holds  down 
/et  another  job.  He  is  a  senator  in  the 
5W1SS  Parliament,  which,  at  the  mo- 
nent,  is  putting  the  final  touches  on  a 
icw  bill  that  would  even  further 
strengthen  management's  rights  to 
:end  off  takeovers. — Richard  Morais 

\  

Ia  marketing  lesson 
for  Uncle  Sam 

The  world  inventory  of  wheat  is  the 
biggest  it  has  been  in  20  years — 3.4 
million  bushels.  Almost  half  is  the 
property  of  the  U.S.  government,  yet 
America  continues  to  lose  market 
^hare  to  competitors  like  Australia, 
Canada  and  Argentina  anyway. 

It's  no  secret  that  a  high  dollar  has 
Tiade  American  grain  more  expensive 
)n  world  markets.  But  there's  another 
reason  for  the  growing  stockpile.  Un- 
:le  Sam  is  simply  a  bad  salesman,  says 
Richard  Gilmore,  who  surveyed  the 
competition  for  the  National  Com- 
mission on  Agricultural  Trade  &.  Ex- 
port Policy,  created  by  Congress  in 


John  Tn  ihafllack  star 


C,/C  Af^ricu/lura/  (/roup  s  (.ji/niore 
"A  lot  of  this  is  our  doing." 


^^''■-'''^'^•^'ilhSiteif  «t«'^  -  ■■   

1984.  Says  Gilmore,  president  of  GIC 
Agricultural  Group,  "A  lot  of  this  is  of 
our  own  doing.  We  need  a  more  ag- 
gressive approach  to  selling  grain." 

Competitors  have  exploited  their 
currency  advantages  by  creating  well- 
oiled  marketing  mechanisms  to  gain 
market  share.  In  contrast,  Washing- 
ton's grain  exporting  bureaucracy 
seems  like  something  out  of  another 
age.  Take  the  $1  billion  Export  En- 
hancement Program  designed  to  un- 
dercut predatory  export  policies  of  Eu- 
ropean producers  in  Northern  Africa. 
That  program  helped  sales  with  some 
small  grain  buyers  in  Africa  but  did 
more  to  hurt  U.S.  exports  elsewhere 
by  angering  much  larger  buyers,  such 
as  the  Soviets  and  the  Japanese,  who 
didn't  qualify  for  the  discounts. 

Many  smaller  industrialized  coun- 
tries want  easy  terms  or  some  coun- 
tertrade, yet  Uncle  Sam  shies  away 
from  barter  deals,  and  Washington's 
financing  options  are  much  more  nar- 
rowly focused  and  inflexible  than 
those  of  competitors. 

Concludes  Gilmore:  "We  can  be  a 
lot  more  competitive  commercially 
and  still  play  by  the  international 
rules  of  free  trade." — Jack  Willoughby 


Revenge  is  sweet 

I thank  my  lucky  stars  every  night 
that  we  are  faced  with  a  growing 
market,  not  a  shrinking  one  like  the 
carbon  [steel]  producers,"  says  Rich- 
ard Simmons,  55,  chief  executive  of 
Pittsburgh's  Allegheny  Ludlum  Steel 
Corp.  Uses  for  stainless  steel,  AL's 
chief  revenue  producer,  are  growing 
instead  of  declining  for  an  ironic  rea- 


son— imports  have  kept  prices  down. 
There  are  50  pounds  of  stainless  in  a 
new  auto  exhaust  system,  versus 
none  before  1984,  and  150  pounds  in  a 
new  kitchen,  versus  80  pounds  ten 
years  ago. 

Simmons,  president  of  AL  Steel 
since  1972,  led  an  investor  group  in  a 
$195  million  leveraged  buyout  of  the 
steel  operations  in  1980  from  what 
now  goes  by  the  name  of  Allegheny 
International.  It  looked  like  a  white 
elephant  then:  The  specialty  steels 
were  in  trouble,  which  worsened  dur- 
ing a  recession  in  1982. 

But  sales  have  been  rising  ever 
since,  and  the  private  firm  has  gener- 
ated enough  cash  to  pay  off  $70  mil- 
lion of  debt  and  to  buy  back  $65  mil- 
lion of  stock  from  the  cash-hungry 
former  parent  for  just  $37  million. 
This  year  AL's  estimated  revenues 
will  hit  $730  million. 

Simmons'  secret?  Fire  the  dead- 
heads. He  is  producing  more  steel  to- 
day than  in  1978,  and  doing  so  with 
37%  fewer  employees.  Among  those 
let  go  were  about  100  salaried  staffers. 
Increased  productivity  has  helped  AL 
remain  profitable  in  the  face  of  the 
price  squeeze  caused  by  imports.  By 
contrast,  his  Japanese  competitors 
have  lost  money  in  the  latest  fiscal 
year,  in  part  because  of  the  strength- 
ening yen. 

Simmons  complains  often  about 
foreign  companies  getting  help  from 
their  government  to  raise  capital  and 
modemize  plants.  But  he  cut  himself 
short  recently  to  boast  to  a  visitor 
about  a  bit  of  revenge:  He  had  just 
received  AL's  first  order  from  a  Japa- 
nese customer. — Stanley  W.  Angrist 


Determination 

The  mark  of  a  leading  bank 


In  a  leading  bank,  treasury  specialists  are 
deternnined  to  put  together  the  best  possible 
funding  instruments  and  currency  exposure 
hedges. 


UBS  -  the  deternnined  bank. 


UBS  in  the  United  Sts; 

Branch  Offices 

299,  Park  Avenue 
New  York,  NY  10171 

30,  South  Wacker  Drive 
Chicago,  IL  60606 

Suite  4500 
1100  Louisiana 
Houston,  Texas  77002 


South  Flower  Street 
46th  Floor 

tos  Angeles.  CA  90071 
Representative  Offices 

One  Embarcadero  Center 
Suite  3805 

San  Francisco,  CA  94111 

UBS  Offices  in  Canada 
Calgary.  Montreal,  Toronto 


Head  Office 

Union  Bank  of  Switzerland 
Bahnhofstrasse  45 
CH-8021  Zurich 


Union  Bank 
of  Switzerland 
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Edited  by  Steve  Kichen 
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rhese  lazy  days  of  summer,  while  the  rest  of  the  country 
s  off  on  vacation,  are  when  strange  things  can  happen  on 
Vail  Street.  Over  three  of  the  last  six  summers  the  Wil- 
hire  index  made  double-digit  swings.  The  wildest  sum- 
ner  of  the  lot  was  in  1980,  when  the  Wilshire  gained 
.6.7%.  The  second-best  gain,  15.4%,  came  in  the  summer 
)f  1982.  When  the  August  1982  rally  began,  the  market 
old  at  only  7.1  times  most  recently  reported  eamings. 
Nlow  the  P/E  multiple  on  the  Wilshire  is  18.3.  That's 


about  where  the  Dow's  P/E  was  in  the  summer  of  1929. 

The  Dow  industrials  opened  the  recent  two-week  peri- 
od at  an  alltime  high  but  ended  the  first  trading  day  with  a 
near-record  46-ppint  loss.  Investors  then  spent  the  next 
nine  trading  days  bidding  the  Dow  back  up.  The  30-stock 
Dow  ended  with  a  0.3%  loss  while  the  Wilshire  index 
posted  a  0. 1  %  gain.  Big  Board  shares  gained  0.5%  on  rather 
slow  volume,  while  Amex  issues  were  up  0.4% .  Nasdaq 
shares  fell  0.8%. 


C  loseup  On  I  he  I  quity  Markets 


Performance  of  six  leading  indexes 


Percent  change 

Wilshire 
5000 

Forbes 
500^ 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

1.7 

2.0 

3.1 

2.0 

1.3 

1.3 

in  last  52  weeks 

30.0 

27.7 

41.9 

28.9 

24.8 

37.5 

Stock  performance  based  on  six  key  investor  yardsticks 

Percent  change 

Company  size 

Volatility^ 

P/E  multiple 

Dividend  yield 

Growth  profile* 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

1.0 

2.1 

-0.1 

2.2 

0.4 

0.9 

1.0 

1.8 

2.5 

2.2 

2.7 

0.1 

in  last  52  weeks 

30.3 

50.2 

75.4 

31.0 

33.0 

40.9 

24.5 

53.3 

68.8 

38.2 

45.3 

34.1 

r  Wilshire  uidex  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was  created. 
jrBased  on  sales. 

■  'a  stock's  sensitivity  to  oveiall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable. 
'a  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


Note:  All  data  for  periods  ending  6/20/86.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 


Gay  French 


Where  The  Action  Is 


Where's  the  service?  At  the  top  of  the  charts.  Wall  Street 
is  hot  for  consumer  nondurables  companies,  among 
which  are  a  lot  of  service  businesses,  from  McDonald's  to 
Great  Atlantic  &.  Pacific  Tea,  With  a  52-week  gain  of  49%, 
the  consumer  nondurables  (which  also  include  drug  man- 
ufacturmg,  another  current  favorite)  outperformed  the 
Wilshire  index  (up  only  30%)  and  the  remaining  eight 


sectors.  In  consequence,  consumer  nondurables  sell  at  th 
highest  premium  of  the  lot,  17.3  times  estimated  198 
earnings.  But  beware  the  flip  side.  Investors  often  leai 
sharply  when  stocks  such  as  these  report  disappointin 
news.  During  the  last  two  weeks,  for  example,  warehoug 
retailer  Price  Co.  fell  nearly  15%  in  response  to  firs 
quarter  earnings  that  were  strong  but  below  expectation! 
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Raw  materials 
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Technology 
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What  The  Analysts  Think 


Cheaper  sectors.  Relative  to  today's  market,  in  which  the 
companies  constituting  the  Forbes  Sales  500  sell  at  16.8 
times  latest  12-month  earnings  and  13  times  estimated 


1986  earnings,  three  sectors  are  available  at  discount) 
utilities,  consumer  durables  and  finance.  All  sell  at  ni 
more  than  10.8  times  estimated  1986  earnings. 


Forecasting  the  Forbes  500 

Average 

Performance 

earnings  per 

period 

share 

P/E 

latest  12  months 

$2.77 

16.8 

1986  estimates 

3.59 

13.0 

1987  estimates 

4.17 

11.2 

Rank  based  on 
change  in  estimate 

Sector 

Estimated  1986 
EPS  P/E 

%  change  in  1986  estimal 
in  2  weeks     in  4  week! 

1                    Consumer  durables 

$4.03 

9.8 

0.04% 

-1.03% 

2 

Finance 

3.58 

10.8 

-0.17 

-0.21 

3 

Consumer  nondurables 

2.30 

17.3 

-0.28 

-0.43 

4 

Utilities 

3.37 

9.9 

-0.29 

-0.45 

5 

Transponation 

2.13 

13.7 

-0.62 

-3.03 

6 

Technology 

2.59 

14.9 

-0.88 

-1.63 

7 

Energy 

2.32 

12.6 

-1.57 

-2.83 

8 

Capital  goods 

2.55 

15.0 

-1.59 

-2.33 

9 

Raw  materials 

1.97 

16.2 

-1.66 

-2.86 

Earnings  proiections  are  capitalization-weighted  consensus  estimates  from  over  2,000  security  analysts.  Data  are  compiled  and  updated  continuously  by  the  Institutional  Broki 
Estimate  System  (IBES),  a  service  of  Lynch,  |ones  &  Ryan,  a  New  York-based  brokerage  firm 
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The  Funds 


Marketing  question:  What  do  you  do  when 
the  customer  insists  on  buying  a  silly  prod- 
ucts You  sell  it  to  him,  of  course. 

The  costly 
pacifier 


By  John  Hayes 


I 


N  1977,  WHEN  New  York  City's 
default  was  still  fresh  in  investors' 
minds,  Merrill  Lynch  started  a 
municipal  bond  fund  whose  entire 
portfolio  was  insured.  But  any  inves- 
tor who  thought  that  meant  he 
couldn't  lose  money  was  in 
for  a  surprise.  Shares  that 
cost  $1,000  when  the  fund 
opened  were  worth  $563 
four  years  later. 

What  happened;  Just 
what  the  prospectus 
warned  could  happen:  Ris- 
ing interest  rates  cut  the 
value  of  the  bonds.  The  in- 
surance covered  only  the 
risk  of  default — that  is,  that 
a  municipal  borrower 
couldn't  or  wouldn't  meet 
Its  obligations.  Money  mar- 
ket risk  was  simply  another 
matter. 

Insured  muni  funds  are  a 
popular  item  these  days. 
There  are  more  than  30  of 
them,  up  from  14  a  year 
ago,  and  their  assets  have 
grown  from  $1.4  billion  to 
$4  billion.  Investors  pay  a 
price  for  this  insurance. 
The  insurance  costs  about 
one-quarter  of  a  percentage 
point  a  year,  and  that  comes  right  out 
of  the  yield.  What  exactly  are  fund 
shareholders  getting  for  their  premi- 
ums? Not  much,  it  seems. 

Imagine  an  economic  collapse  as 
ominous  as  that  interest-rate  debacle 
of  the  late  1970s  and  early  1980s  that 
took  44%  out  of  the  Merrill  Lynch 
fund — a  collapse  so  severe  that  a  di- 


versified portfolio  of  munis  loses  al- 
most half  its  value.  Does  Ambac  In- 
demnity Corp.,  the  insurer,  pick  up 
the  loss;  No.  Ambac  can  protect 
against  individual  defaults,  but  what 
would  happen  in  a  total  economic  col- 
lapse wherein  a  large  number  of  mu- 
nicipalities defaulted?  What  if  Ambac 


False  security 

Insurance  adds  little  protection  to  a  diversified  bond 
fund,  but  investors  are  jumping  in  nonetheless.  As- 
sets have  nearly  tripled  in  12  months. 

Assets 

Fund  (millions) 

12-month 
total  return 

AARP  Insured  Tax  Free  General  Bond 

$91 

14.5% 

DMC  Tax  Free  Income  USA  Insured  Series 

22 

19.6 

First  Investors  NY  Tax  Free  Fund 

57 

21.7 

First  Investors  Tax  Exempt  Fund 

569 

19.0 

Franklin  Insured  Tax-Free  Income 

35 

21.4 

Franklin  Mass  Insured  Tax-Free  Income 

20 

16.4 

Franklin  Mich  Insured  TaxTree  Income 

76 

17.6 

Franklin  Minn  Insured  Tax-Free  Income 

35 

20.1 

Franklin  Ohio  Insured  Tax-Free  Income 

34 

18.2 

Merrill  Lynch  Mum  Bond  Fund  Insured 

1,543 

21,4 

Van  Kampen  Merritt  Insured  Tax  Free  Income 

254 

26.1 

Vanguard  Muni  Bond  Fund  Insured  Long  Term 

612 

22.2 

\nle  Ml  child  A 

1  il>l>cy  Aiki/vUccil  Scr'riCfs 
»  f>erio</s  ciic/iiii;  4  Ml  <S'6 

had  to  make  interest  payments  on 
half  of  Its  $30  billion  of  insured  bonds 
and,  worse  yet,  faced  principal  pay- 
ments down  the  road?  The  short  an- 
swer: Ambac  has  but  $525  million  in 
capital  and  loss  reserves. 

This  is  not  meant  as  an  indictment 
of  Ambac,  whose  insurance  would  be 
quite  useful  for  an  individual  putting 


all  his  savings  into  one  or  two  borj 
issues.  The  point  is  simply  that  insui 
ancc  IS  rather  silly  for  a  bond  fund. 

"Philosophically,  I  agree  with  yoi 
100%, "  concedes  Dennis  Reens, 
marketing  vice  president  in  Merri 
Lynch's  mutual  fund  operation, 
you  have  a  lot  of  bonds  in  a  portfolio 
even  if  one  issue  goes  into  default,  it 
going  to  represent  a  very  small  frad 
tion  of  the  whole  portfolio.  Therefon 
insurance  might  not  make  as  muc 
sense." 

So  what's  the  attraction?  Simph 
Insurance  is  a  marketing  tool  hen 
"You  would  not  believe  the  numbc 
of  people  only  interested  in  a  bon 
that's  insured,"  says  Reens,  a  forme 
retail  broker.  "They  like  to  know  xhi 
the  bond  is  insured  in  case  the  worl 
comes  to  an  end." 

And  what's  wrong  with  that?  Bot 
New  York  and  Cleveland  defaulted 
didn't  they?  Didn't  Washington  Pul 
lie  Power  Supply  default  when  a  bey 
of  municipalities  welshed  on  take-oi 
pay  contracts?  And  what  will  becorrt 
of  multifamily  housing  bonds  in  vi 
cant  Houston,  or  revenue  bonds  th^ 
financed  now-empty  hospj 
tal  beds? 

Again,  diversification  i| 
self  provides  a  lot  of  prote(| 
tion.  That,  after  all,  is  wh^ 
funds  are  for. 

Insured  funds,  moreovej 
for  the  most  part  must  r« 
strict  themselves  to  bond 
with  the  top  three  or  foL 
ratings.  "The  insuranc 
companies  tell  you  right  ul 
front  that  they're  not  goin 
to  insure  anything  ths 
needs  insurance,"  says  Aj 
drew  lohnson,  head  of  mij 
nicipals  for  the  Franklil 
Group  of  Funds,  which  oi 
fers  six  insured  bond  fundi 
You  can't  be  an  intelll 
gent  investor  without  ur 
derstanding  what  risks  yoi 
are  taking  and  what  you  al 
getting  in  return.  If  yoi 
can't  stand  the  chancd 
however  remote,  of  losin 
44%  of  your  principal,  heaj 
for  a  short-term  fund  and  take  the  ta> 
free  4%  or  5%.  Don't  count  on  insui 
ance  to  bail  you  out.  If  you  can  stani 
risk,  consider  one  of  the  high-yiell 
muni  funds.  Merrill  Lynch's  Munic: 
pal  Bond  Fund-High  Yield,  with 
13.2%  average  annual  total  retur 
over  the  past  five  years,  is  one  of  th| 
best.  ■ 
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Statistical  Spotliglit 


Vbafs  a  low-P/E  investor  to  do  when  the 
narket  is  trading  at  a  lofty  18  ti?nes  earn- 
ngs?  Bend  the  rules  a  little  and  settle  for 
\nedium-low-P/E  stocks. 

Somewhat  cheap 


By  Michael  Ozanian 


Tl  HE  WAY  TO  BEAT  thc  market 
over  the  long  run,  one  school  of 
thought  holds,  is  to  focus  on 
stocks  priced  at  small  multiples  of 
earnings  per  share.  Forbes  columnist 
David  Dreman,  one  of  thc  best- 
known  practitioners  of  this  school, 
has  done  repeated  studies  supporting 
the  virtues  of  stocks  that  sell  at  low 
P/Es.  He  describes  his  latest  findings 
on  page  118. 

Here  we  present  thc  results  of  a 
slight  variation  on  the  low-P/E  the- 
ory. We  calculate  the  ratio  not  from 
latest  12-month  earnings,  as  Dreman 
does  (he  puts  little  faith  in  earnings 
projections),  but  from  analysts'  esti- 
mates of  1986  earnings. 
Docs  low-estimated-P/E  investing 


Price-to-hope  ratio 


All  these  issues  sell  for  less  than  eight  times  hoped-for 
1986  earnings,  and  most  are  expected  to  earn  more  this 
year  than  during  the  last  12  months.  As  impor- 


tant as  the  estimate,  however,  is  the  level  of  agreement 
among  the  analysts.  The  higher  the  agreement,  the 
more  likely  that  earnings  will  match  expectations. 


-Price- 


Latest 


-1986  estimates- 


Agreement  ms? 


Exch 

Company 

recent 

52-week 
high-low 

12-month 
EPS 

EPS 

P/E 

number 

among 
analysts 

EPS 
est 

Sales 
($mil) 

0 

Chancellor 

8V4 

15'/4-  5% 

$2J8 

S2.40 

3.6 

1 

NA 

$  29 

n 

Chrysler 

35Vh 

47'/s-22'/2 

8.95 

8.37 

4.2 

25 

average 

$8.34 

21,256 

n 

Downey  Sav  &  Loan  Assn 

21 

27   -  S  Mi 

5.99 

4.67 

4.5 

1 

4.67 

297 

n 

Homestead  Financial 

18 1/2 

22'/.- 10 

3.30 

4.00 

4.6 

3 

very  high 

4.80 

26 

a 

Engineered  Sys  &  Devel 

8% 

18'/4-  8% 

0.38 

1.84 

4.7 

2 

NA 

40 

0 

First  Federal  Michigan 

25-y4 

28 '/k-  9% 

7.43 

5.32 

4.8 

5 

low 

5.48 

1,115 

n 

TransCapital  Financial* 

16 

19 'A-  8% 

3.00 

3.30 

4.8 

1 

NA 

362 

'  0 

Amer  Fed  S&L  Colo 

1 7% 

23yK-13'/2 

3.37 

3.65 

4  9 

3 

high 

4.50 

62 

0 

Commercial  Federal 

16% 

19%-  51/4 

3.24 

3.44 

4.9 

3 

low 

3.84 

303 

n 

Metropolitan  Financial 

17'/4 

22'/3-  9'/« 

5.55 

3.50 

4.9 

1 

NA 

169 

0 

Luskin's 

71/2 

141/2-  6% 

0.92 

1.50 

5.0 

1 

NA 

110 

n 

Gibraltar  Financial 

11 '/2 

12y4-  5'/4 

2.13 

2.20 

5.2 

12 

low 

2.21 

1,028 

n 

Southmark 

10 

14   -  51/8 

2.05 

1.89 

5.3 

2 

2.04 

573 

n 

Coleco  Industries 

15% 

21'/2-14 

3.03 

2.90 

5.3 

10 

low 

4.27 

776 

o 

Rocky  Mount  Undergarment 

41/4 

9%-  3% 

0.31 

0.80 

5.3 

1 

0.95 

40 

0 

DCNY 

47 

55  -34 

8.15 

8.65 

5.4 

1 

NA 

240 

0 

Elbit  Computers  Ord 

9 

10%-  6% 

1.44 

1.60 

5.6 

4 

average 

1.60 

149 

K 

Manufacturers  Hanover 

51 

57%-33% 

8.51 

8.67 

5.9 

25 

high 

9.54 

2,112 

r  n 

Far  West  Financial 

15% 

20'/8-  9% 

3.19 

2.67 

5.9 

1 

NA 

287 

1  n 

Great  Amer  First  Sav  Bank 

18 

19'/4-  9% 

2.82 

3.02 

6,0 

9 

average 

3.31 

874 

a 

Susquehanna 

41/2 

5%-  3% 

0.28 

0.75 

6.0 

1 

NA 

111 

n 

CalFed 

36 

36  -16% 

6.62 

5.97 

6.0 

14 

average 

6.32 

1,962 

n 

Ford  Motor 

53% 

56%-28% 

8.99 

8.66 

6.2 

25 

average 

8.27 

52,774 

a 

American  Fructose 

111/2 

12i/«-  41/2 

0.17 

1.70 

6.8 

1 

2.50 

128 

n 

Sea  Containers  Ltd 

24% 

43  -24 

0.72 

3.14 

7.8 

4 

average 

4.71 

573 

u  nici  K  ri\ins(jliiM  1  iii,iiu).il     NA  Not  ,i\ .iilahlc     a:  AniL-i  K.iii  Stock  Ivxchaiigt-     n:  New 'i oi  k  Stock  H.\i  h.inge     o  o\ci"  ihc-coumct 

Sources  The  liisliliilKniiil  Brokers  lisl/nicile  Syslei?i  (IBI-S),  a  serrice  oJ  l.yiJch,  Jones,  &  Rycoi  riii  Micro  Sciiii  IkiUi  on  i/tskelle  /roni  fs\'s  Corp  .  I'oiini  s 


work?  We  don't  have  enough  evi- 
dence to  say.  But  we  did  try  one  five- 
year  back-test  of  the  approach,  using 
two  portfoUos  from  1981  with  very 
high  or  very  low  P/Es,  based  on  esti- 
mated 1981  earnmgs.  From  June  1981 
to  the  present,  a  $1,000  mvestmcnt  m 
each  of  the  25  firms  with  estimated 
1981  P/Es  all  greater  than  36  grew  to 
almost  $34,000  (dividends  not  includ- 
ed), while  the  25  stocks  with  P/Es  all 
lower  than  4.4  rose  to  $66,000.  That's 
a  36%  rise,  vs.  a  164%  rise. 

The  consensus  estimates  on  the  fol- 
lowing list  of  25  potentially  bargain- 
priced  stocks  come  courtesy  of  the 
Institutional  Brokers  Estimate  Sys- 
tem. Our  computer  screened  for  com- 
panies selling  at  no  more  than  eight 
times  projected  1986  earnings,  and  it 
dropped  firms  with  less  than  15  cents 
a  share  in  earnings  over  the  latest  12 
months  or  with  a  negative  book  value. 

Although  savings  and  loan  associa- 
tions have  already  gained  59%  over 
the  past  52  weeks,  they  still  compose 
over  one-third  of  our  list  of  potential- 
ly cheap  stocks.  All  of  these  shares 
sell  for  less  than  half  the  estimated 
1986  market  multiple  of  13.  (The  mar- 
ket is  trading  at  about  18  times  trail- 
ing 12-month  earnings.) 

Allan  Bortel,  who  tracks  S&Ls  for 
Shearson  Lehman,  observes,  "Inves- 
tors still  remember  getting  burned  in 
the  early  1980s  when  interest  rates 
rose  and  margins  for  S&Ls  went  to 
hell."  But  Bortel  thinks  adjustable 
rate  loans  have  significantly  helped 
these  institutions  hedge  against  inter- 
est rate  risk.  He  expects  that  the  33 
S&.LS  he  follows  will  eventually  sell 
at  about  ten  times  projected  earnings, 
up  from  a  current  7.5.  Among  his  fa- 
vorites is  American  Federal  Savings 
Loan  of~Coiorado,  a  company  with 
fourth-quarter  1985  profits  up  66% 
from  the  previous  year. 

Diane  Heidt,  an  analyst  with 
Drexel  Bumham,  is  a  little  more  cau- 
tious about  the  thrift  industry. 
"These  banks  aren't  completely  im- 
mune to  interest  rate  shifts,"  she 
warns.  She  cites  CalFed  (Forbes,  /;//?^ 
16)  as  an  example.  "A  one-point  rise 
in  interest  rates  would  cost  CalFed 
about  85  cents  a  share." 

Wall  Street  expects  Sea  Containers, 
the  world's  largest  lessor  of  ocean- 
shipping  containers,  to  post  a  336% 
jump  between  trailing  12-month  and 
this  year's  estimated  earnings.  Then 
again,  the  company  might  not.  The 
firm  has  high  fixed  costs  in  a  cyclical 
industry.  Should  Sea  Containers  dis- 
appoint, it  wouldn't  be  the  first  time. 
In  1981  analysts  predicted  1982  earn- 
ings of  $5.17  a  share.  The  company 
proceeded  to  earn  $3.56.  ■ 


The  Money  Men 


The  cautious  Bernard  Klawans  has  beaten 
the  stock  market  soundly  over  the  past 
decade.  He  also  knows  how  to  save  a 
penny  or  two  on  the  overhead. 

"For  widows, 
orphans  and  me" 


By  Laura  R.  Walbert 


WHY  IS  the  Valley  Forge  Fund 
90%  in  cash:  Does  manager 
Bernard  Klawans  know  some- 
thing we  don't  about  the  next  bear 
market; 

Forbes  dropped  in  on  the  Wayne, 
Pa.  headquarters  to  find  out.  Does 
Klawans  talk  to  analysts?  Nope, 
doesn't  trust  them.  Does  he  get  ideas 
from  the  Wall  Street  Journal'-'  Financial 
magazines?  Nope,  they're  a  waste  of 
time.  Klawans  (pronounced  klah- 
woNz)  doesn't  subscribe  to  any  data 
services.  He  rarely  takes  ideas  from 
brokers,  and  says  most  of  his  close 
friends  are  engineers,  not  investors. 

There  must  be  some  research  some- 
where. "What's  in  all  those  file  cabin- 
ets?" we  ask.  Klawans  paws  through 
old  fund  documents,  SEC  filings  and 
tax  information,  coming  to  a  folder 
marked  "Shoes."  Shoes?  An  industry 
report?  "That's  Mason  shoes,"  says 
Klawans,  yanking  out  a  mail-order 
catalog.  "I  always  buy  the  same  shoes 
because  they  cost  only  $43  and  they 
are  the  only  shoes  I've  ever  had  that  I 
didn't  have  to  break  in." 

"1  would  buy  their  shoes,  too,  but 
they  don't  have  my  size,"  chimes  in 
his  wife,  Nancy,  from  her  seat  at  the 
typewriter. 

Yes,  the  Valley  Forge  Fund,  a  no- 
load  fund  with  $10  million  in  assets, 
is  a  true  mom-and-pop  operation.  It's 
a  bit  eccentric,  both  in  its  investing 
and  in  its  mode  of  operation.  But  it's 
hard  to  argue  with  the  results.  During 
the  ten  years  ended  Mar.  31,  Valley 
Forge  gained  an  average  17.5%  a  year, 
while  the  market  was  up  14%  a  year 
and  the  typical  equity  fund,  16.5%. 


And  the  fund  hasn't  had  a  down  year 
since  1973.  For  that  performance 
Klawans  takes  1%  a  year. 

While  most  mutual  fund  managers 
work  in  fancy  downtown  offices, 
Klawans,  65,  wears  a  T  shirt,  shorts 
and  thongs  to  work.  Headquarters  is 
the  rec  room  of  his  home,  with  data 
storage  in  the  garage  and  basement. 
When  it's  time  for  fund  proxies  to  go 
out,  the  Valley  Forge  staff — the  third 
member  of  which  is  a  part-timer  still 
in  college — gets  together  to  staple, 
stuff  and  stamp.  Klawans  figures  he 
currently  spends  all  of  four  hours  a 
week  on  the  fund. 

As  president  of  the  fund,  Klawans 
acts  as  the  fund's  custodian,  trustee 
and  transfer  agent.  Many  funds  charge 
hundreds  of  thousands  of  dollars  for 
those  services,  but  Valley  Forge  share- 
holders get  them  for  free.  When  the 
fund  buys  new  securities,  Klawans 
jumps  into  a  Chrysler  station  wagon, 
one  of  the  fund  management  com- 
pany's two  major  assets  (the  other  is  a 
minicomputer),  and  drives  down  to  a 
safe  deposit  box  at  the  Royal  Bank  of 
Pennsylvania. 

Klawans  handles  all  legal  matters, 
does  his  own  accounting  and  prices 
the  fund.  Just  after  4  p.m.,  Klawans 
calls  a  broker  for  the  closing  prices  on 
the  fund's  securities.  Pulling  a  scrap 
of  paper  out  of  the  wastebasket,  Kla- 
wans jots  down  the  changes,  makes  a 
few  calculations,  and  reports,  "Down 
a  penny."  That's  the  price  that  will 
appear  in  the  next  day's  newspapers. 

Besides  running  the  fund,  Klawans 
runs  a  computer  business,  acts  as  the 
transfer  agent  for  the  Royal  Bank 
(which  has  482  shareholders)  and 
leases  computer  time  to  SmithKline 
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BernanI  Kicnvam  of  the  VciUey  Forj^e  Fioui 

You've  heard  of  entrepreneurs  who  start  out  in  the  garage.  This  money  manager  is  still  there. 


and  to  his  dentist,  who  also  sits  on  the 
board  of  directors  of  the  fund. 

An  aeronautical  engineer  who 
worked  for  General  Electric  until 
1981,  Klawans  first  began  to  invest  in 
stocks  in  1953.  Says  Klawans,  "I  made 
every  mistake  in  the  book  over  and 
over  again.  I  bought  all  kinds  of  ser- 
vices, took  all  kinds  of  tips.  I  was 
always  in  the  market  trying  to  pick 
stocks.  I  found  out  I  wasn't  a  genius." 
It  took  Klawans  until  1967  just  to 
break  even. 

Klawans  registered  the  fund  in 
1971,  but  he  didn't  arrive  at  his  cur- 
rent investment  strategy  until  1974. 
That  strategy  is  to  be  very  picky  about 
when  to  invest  in  stocks,  but  not  so 
concerned  about  which  stocks  to  buy. 
Over  the  past  ten  years,  Klawans  has 
averaged  a  cash  position  of  some- 
where around  50%.  Klawans  admits, 
"I'm  extremely  conservative.  Hell, 
I'm  old,  and  if  I  lose  money  now,  how 
will  I  recoup  it?  So  the  fund  is  for 


widows,  orphans  and  me." 

Klawans  claims  not  to  be  a  stock- 
picker.  "When  the  market  is  low,  you 
can  throw  darts.  So  I  don't  buy  fancy 
securities.  I  just  buy  the  same  stocks 
that  everybody  has  heard  of,"  he  says. 
His  current  collection  is  an  odd  mix 
that  includes  two  manufactured- 
home  companies  and  Sunshine  Min- 
ing, the  moneylosing  silver  miner  and 
inflation  play.  There  are  so  few  stocks 
that  Valley  Forge  is  one  of  that  rare 
breed,  the  "nondiversified"  fund.  All 
in  all,  an  odd  approach  to  widows- 
and-orphans  investing,  but  every  now 
and  then  it  really  shines.  Valley  Forge 
beat  the  bear  market  of  1981  by  17 
percentage  points  by  sitting  on  high- 
yielding  money-market  investments. 

"When  people  are  most  afraid,  I 
buy,"  Klawans  says.  But  exactly  how 
he  reads  that  fear  is  hard  for  him  to 
explain.  "I  don't  know,"  he  apolo- 
gizes. "How  do  you  know  you  love 
your  spouse?  You  just  know."  None- 


theless, Klawans  is  pretty  good 
reading  fear.  The  first  time  in  t' 
years  the  fund  was  fully  invested 
stocks  was  August  1982.  Many  an  c 
tute  market  observer  is  skeptical 
market-timing,  but  this  guy  is  almi 
enough  to  dispel  that  skepticism. 

Klawans  sold  out  of  the  1982  ral 
in  October  1982,  and  he  has  been  s 
ting  on  his  current  cash  pile  sin 
March  1985.  That's  given  the  fund 
dismal  8.3%  return  over  the  past 
months,  while  the  market  has  bei 
flying.  "I've  got  to  work  on  the  greed 
he  agrees.  "I  should  sell  when  tl 
greed  is  overwhelming,  not  just  whi 
I'm  satisfied  with  my  return.  But  th 
market  got  away  from  me,  and  I'm  n 
going  to  run  to  catch  it." 

Sitting  at  the  kitchen  table,  eatii 
one  of  his  favorite  lunches — grillt 
cheese  and  turkey  on  seeded  rye- 
Klawans  listens  to  a  radio  report  tb 
the  Dow  is  falling.  "Hooray,"  I 
cheers.  "Get  down."  ■ 


How  Quality  Consumer 
Advertisers  Influence 


the^ 
Th. 


The  Forbes  Executive  Holiday  Gift  Collection 
A  Special  Advertising  Section 


appearing  in  the  November  3, 1986  issue. 
Closing:  August  22, 1986 

Reach  more  than  2.6  million  affluent  Forbes  read- 
rs  when  they  reach  for  their  November  3  issue  of 
'orbes  during  the  holiday  gift-giving  season.  Adver- 
ise  in  the  1986  Executive  Holiday  Gift  Collection. 

This  attractive,  full-color  advertising  section 
lelivers  your  holiday  gift  message  in  catalog  style 
[uarter  page  units  designed  to  generate  a  "buy 
low"  response  from  Forbes'  acquisitive  executive 
udience. 

Combine  your  "800"  toll-free  number  with  the 
eply  card  bound  into  the  section  to  make  the  most  of 
his  direct-response  medium.  The  section  has  a  prov- 


en record  for  producing  large  numbers  of  quality  inqui- 
ries for  participating  advertisers. 

For  only  $10,900  per  quarter  page  ad,  the  Execu- 
tive Holiday  Gift  Collection  is  your  best  buy  of  the 
season.  This  cost  covers  all  production  charges  in- 
cluding photography,  typesetting,  mechanicals  and 
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Don't  miss  this  high-impact,  low-cost  advertising 
package.  Reserve  your  space  in  the  Executive  Holiday 
Gift  Collection  today! 

For  more  information,  use  the  coupon  provided  or 
call:  George  C.  Clissold,  Consumer  Advertising  Man- 
ager, at  (212)  620-2231  or  Linda  Loren,  Advertising 
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Capitalisffix^ 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 
This  offer  is  made  only  by  the  Prospectus  and  the  related  Prospectus  Supplement. 


New  Issue  June  6,  1986 




$100,000,000 


Allied 
^Signal 

Wi%  Debentures  Due  June  1, 2016 


Price  100% 


plus  accrued  interest  from  June  1, 1986  to  date  of  delivery 


Copies  of  the  Prospectus  and  the  related  Prospectus  Supplement 
may  be  obtained  in  any  State  from  the  undersigned  in 
compliance  with  the  securities  laws  of  such  State. 


UBS  Securities  Inc. 


Capital  Markets 


MONEY  &  INVESTMENTS 


What,  or  who,  will  it  take  to  make  some 
bond  funds  cease  and  desist  from  misrep- 
resenting their  merchandise? 

WHEN  PLUSES 
ARE  MINUSES 


By  Ben  Weberman 


[f  the  Securities  Exchange  Com- 
mission is  indeed  cracking  down  on 
how  some  GNMA  and  government 
bond  funds  are  marketing  their  mer- 
chandise, Forbes  has  been  unable  to 
find  compelhng  evidence  of  it.  Too 
many  such  funds  are  still  claiming 
exaggerated  yield  returns  based  on 
out-of-date  data  and  still  making 
overly  optimistic — unrealistic — as- 
sumptions of  profits  to  be  made 
playing  with  options. 

Nowhere  is  this  more  apparent 
than  in  the  case  of  those  mutual 
funds  specializing  in  portfolios  con- 
taining mostly  or  only  GNMA- 
backed  mortgage  passthrough  pools 
that  also  seek  to  "enhance"  income 
by  writing  covered  options  on  secu- 
rities in  the  portfolio. 

A  fund  writing  options  on  its 
portfolio  arranges,  in  effect,  a  con- 
tract permitting  a  buyer  to  take  over 
a  specified  number  of  its  bonds  at  a 
specified  price — the  strike  price — 
for  a  given  period  of  time  (usually 
up  to  six  months).  The  fund  receives 
a  fee  for  selling  this  call.  The  fee 
income  is  the  "plus"  component  of 
funds  named  GNMA  Plus  or  Gov- 
ernment Plus.  The  big  idea  is  that  if 
markets  are  reasonably  stable,  the 
call  options  won't  be  exercised.  The 


Ber%  Weberman  Ls  a  senior  editor  of  Forhes 
magazine. 


fee  income  remains  and  so  do  the 
bonds — a  plus  for  the  benefit  of  the 
fund  shareholders. 

But  It  hasn't  worked  that  way 
lately,  and  the  funds  that  have  been 
writing  covered  call  options  have 
been  belted  two  ways.  First,  in  the 
extraoirdinary  surge  in  bond  prices 
since  March  1985,  a  portion  of  the 
bonds  and  GNMA  pools  they  held 
in  portfolio  were  called  away  at 
prices  far  below  prevailing  market 
levels.  Second,  the  money  received 
for  these  purchases  had  to  be  rein- 
vested in  new  issues  paying  much 
lower  interest  rates. 

Anyone  who  bought  a  Treasury  or 
GNMA  plus  mutual  fund  expecting 
steady  interest  payments  must  be 
disappointed.  Prudential-Bache 
Government  Securities  Plus  paid 
26/100  cents  daily  a  year  ago  but 
pays  20/100  cents  daily  now.  Amer- 
ican Capital  Government  Securi- 
ties' monthly  payments  fell  20%, 
from  10  cents  a  share  to  8  cents.  The 
payout  on  Colonial  Government  Se- 
curities Plus  Trust  shares  dropped 
from  10  cents  to  8.5  cents.  Merrill 
Lynch  Federal  stockholders  get 
24/100  cents  daily,  compared  with 
28/100  cents  daily  last  year. 

The  reduction  of  dividends  might 
have  been  excusable  if  the  share 
price  had  risen  sharply  to  compen- 
sate through  capital  gains  profits. 
But  this  hasn't  happened  either,  of 
course.  The  options,  in  effect,  put  a 
cap  on  portfolio  price  gains  that 
could  have  been  achieved  if  the 
bonds  they  were  written  on  had  not 
been  called  away. 

The  price  of  a  Pru-Bache  share,  for 
example,  edged  up  1.3%,  from 
$10.27  a  year  ago  to  a  recent  $10.41, 
with  only  32.5  cents  a  share  in  capi- 
tal gains  distributions.  (GNMA  1  Is, 


let  it  be  noted,  rose  16%,  and 
GNMA  8s  advanced  25.5%  in  this 
period.)  American  Capital's  share 
value  dropped  2.6%,  from  $12.94  to 
$12.60,  with  a  59.25-cents  capital 
gains  distribution.  Colonial  Gov- 
ernment Securities  shares  did  bet- 
ter, but  not  much — up  4.2%  at 
$13.59,  with  a  40-cent  distribution. 

Some  "plus"  values.  By  way  of 
comparison,  look  at  what  a  conven- 
tional (non-plus)  fund  did.  United 
Government  Securities  Fund,  man- 
aged by  Waddell  &  Reed  Investment 
Management  Co.,  limited  its  portfo- 
lio operations  to  the  cash  market, 
confiningitsuse  of  the  option  market 
to  real  hedging — through  put  options 
to  limit  risk. 

The  fund  generated  a  total  return 
of  31.5%  in  the  fiscal  year  ended 
Mar.  31.  This  consisted  of  20.3% 
price  appreciation,  from  $5.13  to 
$6.17,  with  an  additional  4.2  cents 
in  capital  gains  distributions  and  12 
months'  interest  distributions  of 
53.7  cents.  Monthly  dividends  are 
now  4.09  cents  a  share,  against  4.12 
cents  a  year  ago.  The  fund  manage- 
ment played  the  bond  market  ag- 
gressively but  traditionally  by 
switching  from  discount  GNMA 
pools  into  a  combination  of  high- 
coupon  GNMAs  and  zero  and  long- 
term  noncallable  Treasurys. 

The  fund  lost  $451,400  through 
purchase  of  put  options  that  were 
not  exercised.  These  were  pur- 
chased as  a  hedge  against  a  possible 
sharp  decline  of  bond  prices  if  inter- 
est rates  unexpectedly  rose.  But  that 
loss  was  outweighed  by  a  gain  of 
$5.8  million  in  appreciation  of  secu- 
rities that  remained  in  the  portfolio. 

But  the  "plus"  game  goes  on. 
When  Forbes  phoned  Pru-Bache 
earlier  this  month,  we  were  told 
that  its  Government  Securities 
Fund  was  currently  yielding  10.5%. 
As  we  spoke,  the  long-term  Trea- 
sury bonds  the  fund  might  buy  with 
fresh  money  were  yielding  7.5%. 
Ten-year  Treasury  issues  were  pay- 
ing only  a  shade  more.  Honest-to- 
God  GNMA  9%  to  11%  coupon 
pools  were  yielding  about  9.5%.  It's 
difficult  to  conceive  of  the  profit  to 
be  made  from  the  option  game,  or 
any  other  noninterest  source,  that 
can  pull  the  yield  on  a  portfolio  of 
7.5%  Treasurys  and  9.5%  GNMAs 
above  9% . 

What's  the  current  yield  on  vir- 
tue? The  Pru-Bache  Government 
Securities  fund  has  net  assets  of 
$3.9  billion.  United  Government 
has  $131  million.  ■ 


The  Contrarian 


MONEY  &  INVESTMENTS 


In  good  markets  and  in  had  markets, 
low-PIE  investing  outperforms  high-PIE 
investing.  This  year  is  no  different. 

A  STRATEGY 
FOR  ALL  SEASONS 


By  David  Dreman 


Just  a  month  back,  the  refrain  was 
heard  again  from  one  of  The  Street's 
most  respected  sages:  "Value  is 
dead,  growth  is  in." 

His  argument  went  hke  this:  Val- 
ue has  done  exceptionally  well  in 
the  recent  past,  and  in  the  market 
no  trend  lasts  forever.  The  clock,  m 
short,  has  run  out  on  low  P/E. 

I  agree  with  half  that  argument, 
the  first  half,  the  part  that  says  val- 
ue investing,  that  is  low-P/E  invest- 
ing, has  done  well  for  a  long  time. 
As  you  can  sec  from  the  table  on 
this  page,  the  surest  way  of  making 
well-above-average  returns  in  the 
market  over  the  past  22  years  was  to 
buy  low-P/E  stocks. 

What  I  disagree  with  is  the  state- 
ment that  this  trend  is  over.  Look 
again  at  the  table.  The  span  between 
1963  and  1985  included  both  good 
and  bad  markets,  high  and  low  lev- 
els of  interest  and  inflarion,  and  eco- 
nomic booms  and  busts.  All  kinds 
of  markets,  in  short. 

The  table  comes  from  a  continu- 
ing project  I  am  carrying  out  in  col- 
laboration with  Professor  Michael 
Berry  of  the  Darden  School  at  the 
University  of  Virginia  that  mea- 

David  Dreman  is  iiicinciging  direcior  of 
Dreman  &Emhr\\  Investment  Counsel,  New 
York,  and  author  of  Tlie  Ne%\'  Contrarian 
Investment  StratesA'. 


sures  some  1,450  stocks  on  average 
over  the  22  years — the  largest  sam- 
ple and  the  longest  period  to  date. 
The  time  span  included  three  major 
bull/bear  markets,  a  Dow  as  low  as 
550  and  as  high  as  1500,  and  market 
P/Es  ranging  from  a  peak  of  21  to  a 
bottom  of  7.  You  couldn't  find  a 
wider  range  of  conditions  with 
which  to  test  this  strategy. 

As  you  can  see,  long  term,  low 
P/E  passed  with  flying  colors.  (The 
same  was  true  of  bull  and  bear  mar- 
kets within  this  period.) 

In  the  study,  the  stocks  are  sepa- 
rated into  five  equal  groups  and 
measured  annually,  strictly  accord- 


Low  P/E  does  it  still 

Our  studies  continue  to  show 
that  long  term — July  1,  1963  to 
June  30,  1985— low-P/E  invest- 
ing equals  value  and  delivers 
the  most  for  your  money. 

P/E 
group 

Total 
return 

Appreci-  Divi- 
ation  dend 

Lowest 

20.7% 

15.4%  5.3% 

Second  lowest 

15.7 

10.2  5.5 

Middle 

10.7 

6.0  4.7 

Second  highest 

10.4 

6.7  3.7 

Highest 

10.4 

8.2  2.2 

Even  short  term- 
to  June  30,  1984- 
are  the  same. 

-July  1,  1983 
— the  results 

Lowest 

1.3% 

-5.7%  7.0% 

Second  lowest 

l.S 

-3.6  5.1 

Middle 

-7.2 

-10.5  3.3 

Second  highest 

-7.7 

-10.3  2.6 

Highest 

-21.3 

-22.9  1.6 

ing  to  their  P/E  multiples.  Two  dif- 
ferent time  references  were  used. 
The  first  was  the  full  1963-1985  pe- 
riod; the  second,  the  most  recent 
market  downturn.  In  both  tables, 
total  return  (column  1)  is  broken 
down  into  appreciation  (column  2) 
and  dividends  (column  3). 

The  table  tells  it  all.  The  lowest 
P/E  group  averaged  20.7%  annually! 
for  the  22  years,  against  10.4%  forj 
the  highest.  When  you  look  at  thej 
compounded  returns,  the  differencei 
is  staggering.  If  you  had  invested! 
$10,000  in  the  lowest  P/E  group  in 
1963  and  switched  annually,  you 
would  have  ended  up  with 
$630,042,  compared  with  $88,169 
for  the  highest  P/E  group.  Because  of 
the  magic  of  compounding,  ai 
2-to-I  difference  annually  in  favor| 
of  the  lowest  P/E  group  resulted  ini 
returns  more  than  seven  times  as 
high  over  the  22  years. 

Next,  look  at  column  2.  Again, 
the  lowest  rank  of  P/Es  appreciated 
almost  twice  as  much  annually  as 
the  highest — something  that's  not 
supposed  to  happen  to  bottom 
dwellers.  For  a  clean  sweep,  divi- 
dend returns  in  the  bottom  P/E 
group  were  about  IVi  times  as  high 
as  for  the  top. 

The  second  study  shows  the  bet- 
ter defensive  nature  of  low  P/Es  in 
bad  markets.  From  mid- 1983  to 
mid- 1984  the  average  stock  de- 
clined 7.2%,  while  the  lowest  P/E 
rank  actually  increased  1.3%  (again, 
both  are  adjusted  for  dividends). 
True,  the  low-P/E  portfolio  shrank 
5.7%  in  value,  but  the  hefty  7% 
dividend  yield  more  than  made  up 
for  this.  In  contrast,  the  highest  P/E 
portfolio  was  blown  out  of  the  water 
in  this  bad  market — down  21.3%. 

The  table  shows  clearly  the  im- 
portance of  the  dividends  of  low-P/E 
stocks  m  bad  markets  both  to  pro- 
duce returns  and,  through  higher 
yields,  to  protect  capital  against  ma- 
jor losses. 

Value,  in  the  form  of  low-P/E  in- 
vesting, IS  a  strategy  for  all  seasons. 

So  if  you  agree  that  low-P/E  is  far 
from  dead,  here  are  some  stocks  to 
\oxik  at: 

/■I'rs!  Boston  Coip.  (53),  a  well-di- 
versified  brokerage  firm,  trades  at  a 
P/E  of  10  and  yields  1.9%. 

Sharply  higher  earnings  are  likely 
both  this  year  and  again  in  1987 
for  the  property/casualty  industry. 
Two  first-rate  underwriters  that  ap- 
pear undervalued:  Kemper  (89),  P/E, 
14;  yield,  2%,  and  Ohio  CaslMlt^'  (83), 
P/E,  15;  yield,  3.5%.  ■ 
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How  do  you  play  a  stock  market  that  is 
temporarily  out  of  touch  with  reality^? 
With  a  cold  heart,  a  cool  head  and  a 
\hotline  to  your  broker. 

MYTH  AMERICA 


By  Ann  C.  Brown 


From  red,  white  and  anything-but- 
blue  New  York  Harbor  to  San  Fran- 
:  Cisco  Bay,  investors  of  all  stripes 
(including  institutional  stars)  ap- 
ipear  to  be  making  current  buy/sell 
decisions  based  more  on  economic 
[fiction  than  fact.  No  denying,  the 
past  four  years  have  been  great  ones 
for  the  majority  of  stockholders.  A 
nearly  150%  rise  in  the  Dow  Jones 
industrial  average  floated  most  of 
the  dinghies  along  with  the  yachts. 
However,  prolonged  prosperity 
breeds  complacency  and  fosters  ex- 
traordinarily popular  delusions  that 
all  financial  problems  will  have 
happy  solutions  given  time. 

One  such  misconception  con- 
cerns the  federal  deficit.  Not  even 
given  my  actuarial  lifetime  do  I  ex- 
pect the  budget  to  get  back  in  bal- 
ance— especially  since  the  Supreme 
Court  will  likely  rule  the  key  provi- 
sion of  Gramm-Rudman  unconsti- 
tutional and  throw  the  government 
profligacy  problem  back  to  the  Con- 
gress. My  guess  is  lawmakers  will 
decide  to  do  nothing  and  risk  awak- 
ening the  catnapping  lion  of  infla- 
tion rather  than  raise  taxes  or  mean- 
ingfully cut  expenditures. 

Another  daydream  is  that  the  tax 
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reform  bill  that  is  likely  to  come  out 
of  the  Senate/House  conference 
committee  will  not  be  particularly 
harmful  to  corporate  profits.  While 
the  profits  of  some  corporations 
could  receive  welcome  relief,  if  and 
when  the  top  bracket  is  reduced,  the 
taxes  of  many  more  companies 
would  be  increased.  And  not  all  of 
these  businesses  will  be  able  to  pass 
on  this  liability  to  their  customers. 
Furthermore,  the  longer  the  delay  in 
the  passage  of  tax  reform  legisla- 
tion, the  more  likely  companies  are 
to  adopt  "do-nothing"  strategies, 
which  could  help  cripple  an  aging 
economic  expansion  in  need  of  all 
the  support  it  can  get. 

Misbelief  number  three:  that  the 
current  imbalance  in  trade  is  well 
on  the  way  to  achieving  equilibri- 
um because  of  the  weakening  of  the 
dollar.  The  truth  is  that  Americans 
are  continuing  to  buy  foreign-made 
goods  in  record  amounts,  even 
though  their  prices  are  rising  and,  in 
some  cases,  are  now  higher  than 
those  of  comparable  domestically 
manufactured  products.  If  U.S.  trav- 
el abroad  and  oil  import  expendi- 
tures weren't  down,  the  trade  defi- 
cit would  be  more  staggering  than  it 
is.  Overseas  sales  by  American  cor- 
porations are  improving  but  they 
are  nowhere  near  what  they  were 
expected  to  be,  considering  the 
30% -plus  decline  in  the  value  of  the 
dollar  vis-a-vis  other  currencies 
over  the  past  several  months. 

Further  fallacious  thinking  has 
American  consumers  spending  dur- 
ing the  second  half  of  the  year  like 
persons  possessed,  as  a  result  of  rel- 
atively low  interest  rates,  courtesy 
of  an  accommodative  Fed.  While 
moderate  increases  in  sales  could  be 
registered  by  many  corporations. 


nothing  I  have  seen  so  far  suggests 
any  "go-for-broke"  shopping  spree. 
For  one  thing,  personal  debt  is  very 
high  and  the  savings  rate  is  low.  For 
another,  there  is  a  limit  to  the  num- 
ber of  dishwashers,  refrigerators,  au- 
tos,  etc.,  that  each  individual  or 
family  wants/needs.  With  the  tax 
deductibility  of  installment  interest 
m  question,  and  with  unemploy- 
ment inching  up,  consumers  could 
decide  that  their  best  purchase 
might  be  to  buy  down  their  debt. 

Possibly  the  most  fanciful  notion 
that  could  affect  stock  price  direc- 
tion over  the  near  term  is  the  con- 
viction that  second-quarter  earn- 
ings will  be  relatively  good,  in  spite 
of  an  obvious  slowdown  in  busi- 
ness. Chances  are,  a  majority  of  the 
second-period  results  will  be  mildly 
to  wildly  disappointing.  Look  for  a 
mass  of  full-year  downward  earn- 
ings revisions,  which  could  dampen 
enthusiasm  for  equities. 

How  do  you  play  a  stock  market 
that  is  temporarily  out  of  touch 
with  reality?  With  a  cold  heart,  a 
cool  head  and  a  hotline  to  your  bro- 
ker. Today's  market  may  not  be  as 
forgiving  of  earnings  shortfalls  as 
were  the  markets  of  six  months  or  a 
year  ago.  Individual  stock  prices 
could  be  subject  to  sudden  and  sick- 
ening drops  if  earnings  don't  meet 
or  exceed  expectations. 

One  stock  that  could  turn  in  a 
strong  second  quarter  is  Georf^ici-Pa- 
cific  (32).  Profits  for  the  second  peri- 
od are  expected  to  be  in  the  70-to- 
75-cents-per-share  range,  vs.  25 
cents  in  the  first  quarter  and  60 
cents  for  the  second  quarter  a  year 
ago.  Full-year  1986  profits  for  this 
diversified  forest  products  company 
could  be  around  $2.40  per  share, 
with  $3  or  more  possible  for  1987. 

Arkci>isas Best  (44)  could  report  rec- 
ord second-quarter  earnings.  This 
medium-size  trucking  firm  has 
good  things  going  for  it,  and  for 
1986,  could  earn  $4  or  more  per 
share.  For  1987,  $4.70  looks  possi- 
ble. Caution:  The  stock  has  almost 
doubled  since  I  recommended  it 
nine  months  ago  (Forbes,  Oct.  21. 
19H5]  and  could  be  vulnerable  to 
profit-taking.  Buy  on  dips  below 
$40,  if  possible. 

Brockicciy.  /iic.  (39)  could  report 
second-quarter  earnings  50%  to 
60%  higher  than  a  year  ago.  In  spite 
of  the  stock's  almost  100%  rise  in 
the  past  52  weeks,  it  sells  at  only  1 1 
times  1986  estimated  earnings  per 
share  of  $3.95  and  9  times  I987's 
$4.15  estimate.  ■ 
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Younger  and  less  well-heeled  investors 
are  likely  to  do  a  lot  more  stock  market 
trading  if  the  new  flat  tax  becomes  law. 

GOOD  NEWS 
FOR  BROKERS 


By  SruUy  Blotnick 


The  Packwood  tax  plan's  proposed 
elimination  of  the  capital  gains  tax 
advantage  is  good  news  for  brokers, 
especially  those  who  deal  with  me- 
dium-size investors.  Younger  inves- 
tors (those  under  40)  are  especially 
likely  to  step  up  their  trading.  Not 
only  will  there  no  longer  be  any  tax 
benefit  to  holding  stocks  for  six 
months  or  longer,  but  the  lowering 
of  the  top  rate  to  27%  will  make 
trading  for  relatively  small  gains 
more  worthwhile.  "As  an  Avis  in 
the  race  for  riches,"  says  Bob  P.,  36, 
a  purchasing  agent  at  a  midsize 
firm,  "I  have  no  choice  but  to  try 
harder — and  Congress  is  finally  on 
the  verge  of  helping  me  do  that  in- 
stead of  always  getting  in  the  way." 

Like  many  younger  Americans, 
Bob's  view  has  long  been  that  "the 
government  favors  the  rich  and  the 
poor,  but  always  at  the  expense  of 
the  middle  class."  Be  that  as  it  may, 
he  has  managed  to  accumulate 
$260,000  worth  of  common  stock 
and  is  eagerly  awaiting  the  day 
when  tax  considerations  no  longer 
play  so  major  a  role  in  his  thinking: 
"At  this  point,  anyway,  taxes  are 


Dr.  Srully  Blotnick  is  a  research  psydjologist 
and  author  of  Othenvisc  Engaged:  Tlie 
Private  Lives  of  Successful  Career  Women, 
now  available  in  paperback,  and  The  Cor- 
porate Steeplechase. 


constantly  on  my  mind  when  I'm 
trying  to  make  a  decision  about 
what  to  do  in  the  market.  It's  no 
good.  It's  too  distracting.  With  that 
out  of  the  way,  it  will  be  much 
easier  to  keep  my  eye  on  the  ball." 
Investors  like  Bob  say  they  are  pre- 
pared to  increase  by  a  median  of 
42%  the  frequency  with  which  they 
buy  and  sell. 

Brokers  can  also  look  for  a  boost 
in  business  from  those  among  their 
clients  who  are  restless  in  their  jobs. 
I'm  talking  about  people  who  feel 
that  their  current  job  doesn't  offer 
them  sufficient  outlet  for  their  de- 
sire to  take  a  risk  and  benefit  in  a 
direct  (and  almost  immediate)  fi- 
nancial manner  by  doing  so.  A  lot  of 
these  people  daydream  about  going 
into  business  for  themselves.  My 
guess  is  that — once  the  tax  penalty 
is  removed  from  trading — this 
group  will  play  the  market  more 
aggressively  instead. 

What  about  more  substantial  in- 
vestors who  are  preoccupied  with 
their  work?  Their  trading  patterns 
probably  will  be  little  altered  by  the 
new  tax  laws.  Individuals  who  have 
portfolios  of  common  stocks  with  a 
market  value  in  excess  of  $1  million 
generally  say,  "I'm  not  about  to 
change  my  approach." 

The  views  of  Tim  K.,  48,  who 
owns  a  pair  of  office  equipment 
stores,  are  representative.  With  a 
$1.4  million  portfolio  of  mostly 
blue-chip  stocks,  such  as  GE,  Ex- 
xon, Warner-Lambert  and  Chrysler, 
he  feels  that  it  would  require  too 
much  time  to  move  this  amount  of 
money  into  and  out  of  the  market 
aggressively.  "I  realize  that  many 
investors  will  start  chasing  every 
short-term  swing,"  he  says  calmly. 
"And  I'd  like  to  do  the  same.  But 


I'm  going  to  resist  the  temptation." 

It  seems  that,  among  individual 
investors,  the  greater  the  mass — in 
this  case,  of  money — the  greater  the| 
inertia.  Tim  is  typical  of  the  mil-j 
lionaires  in  my  sample.  Says  he:i 
"Keeping  up  with  the  [stock  mar- 
ket] jiggles  will  be  a  full-time  job. 
and  I've  already  got  one." 

If  history  is  a  guide,  the  folks  who 
step  up  their  trading  will  lose  mon- 
ey— even  as  their  brokers  makei 
more.  Trading  for  small  swings  is  aj 
losing  game  for  all  but  a  few  full 
time  experts.  But  I'm  certain  this 
won't  discourage  small  investors.  If 
the  flat  tax  becomes  law,  they  won't 
mind  losing  even  greater  amounts 
in  the  stock  market  than  they  might 
have  otherwise,  as  long  as  everyone 
else  is  equally  vulnerable.  They  are 
troubled  much  less  by  each  setback 
if  their  chances  of  experiencing  it 
are  no  greater  than  those  of  the  oth- 
er players.  This  is  what  makes  them 
so  resentful  about  individuals  who 
profit  from  insider  trading:  It  both- 
ers them  that  some  people  trade  al- 
most without  risk,  while  they  can't., 

Peace  of  mind  is  hard  to  come  by 
for  the  typical  investor.  If  a  stock  he 
has  bought  goes  up,  he  begins  to  fret 
about  when  to  sell  it.  Although 
pleased  about  the  gain,  he  is  also 
uneasy  about  what  to  do  next. 

The  same  goes  for  losses.  Every 
investor  has  them  from  time  to 
time  and  is  more  frustrated  by  them 
than  he  might  care  to  admit.  Opti- 
mism made  him  buy  a  particular 
stock  in  the  first  place,  but  the 
stock's  subsequent  decline  almost 
always  makes  him  reevaluate  hisi 
thinking.  Here,  too,  the  uneasiness 
is  apparent. 

A  simpler  tax  code  stands  a  good 
chance  of  decreasing  the  general 
level  of  investor  anxiety.  An  inabil 
ity  to  react  to  an  opportunity  or  a 
setback  causes  investors  a  great  deal 
of  distress.  An  action-oriented 
group,  they  have  often  found  their 
hands  tied  by  tax  considerations 
and  ended  up  doing  nothing.  Given 
the  choice,  most  would  gladly  pay  a 
bit  more  in  transaction  costs  in  or- 
der to  sleep  better. 

Unless  I  miss  my  guess,  though, 
they  probably  will  be  able  to  have 
their  cake  and  eat  it,  too.  For  some 
time  I  have  been  wondering  what 
would  give  the  discount  brokerage 
business  another  spurt.  In  all  likeli- 
hood, the  flat  tax  will,  as  investors 
seek  to  manage  their  portfolios 
more  aggressively  while  keeping 
overall  commission  costs  down 
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In  the  name  of  the  free  market  we  havi 
removed  the  restraints  that  curbed  exces 
sive  borrowing,  warns  Henry  Kaufman. 

DR.  DOOM 
LOOKS  AHEAD 


By  Ashby  Bladen 


In  the  past,  Henry  Kaufman,  the 
vice  chairman  and  chief  economist 
of  Salomon  Inc.,  has  limited  himself 
to  forecasting  interest  rates,  which 
he  has  done,  not  perfectly  to  be  sure, 
but  far  better  than  most.  Now  he 
has  written  a  wise  book  about  the 
causes  and  likely  consequences  of 
the  debt  explosion  [l>iterest  Rates,  the 
Morie\'  Markets,  and  the  New  l-'itumcicii 
World,  Times  Books,  $22.50).  '.^ 

In  the  chapter  called  "Dangers  in 
the  Rapid  Growth  of  Debt,"  Henry 
points  out  that  before  the  mid- 
1960s  excessive  borrowing  was  in- 
hibited by  two  constraints  that  by 
now  have  almost  entirely  evaporat- 
ed. One  was  the  prudence  with 
respect  to  borrowing  and  spending 
that  had  been  burned  into  the 
minds  and  spirits  of  older  people 
by  the  devastating  experience  of 
the  Great  Depression.  The  other 
was  the  regulatory  ceiling  on  inter- 
est rates. 

Those  interest  rate  ceilings 
caused  financial  institutions  to 
lose  deposits  when  inflation 
pushed  market  rates  of  interest 
above  the  ceilings.  People  would 
withdraw  their  funds  in  order  to 
buy  higher-yieldmg  financial  in- 

As/j/jv  Bladen  is  a  financial  consultant  and 
author  of  How  to  Cope  with  the  Dev  elop- 
ing Financial  Crisis. 


struments.  This  disintermediatior 
and  the  fear  of  it,  made  institt 
tions  progressively  less  willing  t 
provide  the  loans  that  financed  ir 
flation.  But  the  thrust  of  publi 
policy,  particularly  since  the  De 
pression,  has  been  to  make  credi 
readily  available  to  everybody  wh 
wants  it. 

That  political  imperative  gave  fi 
nancial  institutions  the  leverage  t 
pry  off  the  interest  rate  ceilings  tha 
had — until  then — caused  rising  ir 
flation  and  interest  rates  to  sell 
destruct  into  a  credit  crunch.  Th 
"new  financial  world"  mentione 
in  Henry's  title  is  one  of  sprea 
banking,  in  which  institutions  hav 
largely  succeeded  in  shifting  th 
interest  rate  risk  onto  their  custom 
ers.  Today  banks  both  borrow  an 
lend  at  floating  rates  that  are  detei 
mined  by  the  market.  The  borrow 
er,  not  the  lender,  now  must  tak 
the  risk  that  rates  will  rise. 

Since  financial  institutions  cai 
no  longer  profit  from  changes  of  in 
terest  rates  or  a  widening  of  th 
spread  between  their  borrowing  an^ 
lending  rates,  they  now  try  to  profi 
elsewhere.  They  try  to  improv 
their  earnings  by  increasing  theii 
total  assets  and  liabilities  as  fast  ai 
possible.  And  this  dash  for  growtl 
has  caused  the  old-fashioned  con 
cept  of  credit  risk — the  danger  tha 
borrowers  will  not  repay — to  h 
largely  forgotten. 

Finally,  Henry  points  out  the  ab 
surdity  of  financial  deregulation  ii 
a  world  where  the  taxpayers  are  in 
creasingly  being  saddled  with  th' 
ultimate  risks  through  the  politica 
programs  of  deposit  insurance,  loai 
guarantees  and  bailouts. 

These  are  all  points  that  I  havi 
made  repeatedly  in  the  pages  of  thi 
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agazine.  Which  is  not  to  say  that  I 
ree  with  Henry  about  everything, 

believe  that  he  has  made  the 
•ongest  possible  case  for  his  point 

view.  For  one  thing,  his  argu- 
ent  would  have  much  more  bite  if 

had  pointed  out  that  the  basic 
use  of  the  Great  Depression  was 
e  excessive  debts  that  had  been 
.ed  up  during  World  War  I  and  the 
20s,  and  that  today  the  burden  of 
bts  on  the  incomes  from  which 
ey  are  supposed  to  be  paid  is  far 
^her  than  it  was  then.  It  is  a  point 
at  Keynesians,  monetarists  and 
pply-siders  all  try  to  ignore. 
For  another  thing,  after  warning 

in  chapters  3  and  4  about  the 
ngers  we  are  running  by  borrow- 

I  excessively  and  letting  credit 
mdards  deteriorate,  in  chapter  16 
;nry  projects  that  these  trends 

II  continue  for  the  next  ten 
ars — with  the  federal  government 
iling  out  the  inevitable  disasters. 
;  does  mention  that  another  de- 
le of  excessive  debt  formation 
11  largely  exhaust  the  remaining 
ckets  of  financial  strength  in  the 
vate  sector,  but  he  does  not  go 
:o  what  happens  when  the  credit 
the  whole  country  becomes  im- 
ired.  He  would  not  have  to  look 

to  find  the  dismal  answer:  run- 
ay  inflation  such  as  afflicts  so 
iny  other  countries  today, 
-iowever,  Henry's  most  impor- 
it  point  is  one  with  which  I 
loleheartedly  agree.  On  page  5  he 
's  ".  .  .  the  changes  that  have 
:en  place  in  financial  behavior 
langer  our  economy  and  perhaps 
m  our  political  way  of  life  unless 
)se  new  practices  are  curbed." 
3nly  in  America  has  it  been  rea- 
lably  possible  for  people  to  do 
lat  Henry  has  done,  to  go  by  en- 
sly  honest  and  honorable  means 
m  being,  at  age  10,  a  penniless 
ugee  from  Nazi  Germany  to  be- 

before  age  60,  a  much  respected 
1  well-liked  multimillionaire, 
t  a  society  that  depends  on  the 
Aemment's  purse  rewards  politi- 

pull  rather  than  ability.  Unless 
sent  trends  change,  and  with 
:m  the  increasing  reliance  on  the 
ancial  power  of  the  national  state 
3ail  us  out  of  our  troubles,  by  the 
1  of  this  century  it  will  not  be 
sonably  possible — even  in  Amer- 
— to  repeat  Henry's  accomplish- 
nts.  That  is  why  this  question  of 
;essive  debt  formation  and  all  its 
isequences  are  of  more  than 
re  financial  importance  to  the 
lerican  people.  ■ 


VAN  KAMPEN  MERRTIT 
TAX  FREE  HIGH 
INCOME  FUND  INC. 


EARN  A  TAX-EXEMPT 
YIELD  OF 

8.00416.0r 

TAX  FREE  TAXABLE 

If  you're  in  the  50%  bracket, 
that  means  you  would  have 
to  earn  16.00%  on  a  taxable 
investment  to  equal  this 
tax-exempt  yield. 


KEY  ADVANTAGES: 

•  Daily  dividends  free  of  federal 
tax* 

•  Monthly  distributions  paid  in 
cash  or  reinvested  at  no  charge. 

•  Easy,  daily  access  to  your  capital. 

•  Affordable  investment 
minimum. 

•  Managed  by  a  major  firm  of 
municipal  bond  analysts. 

Both  the  current  return  and  the 
net  asset  value  will  fluctuate  as 
market  conditions  change.  $16.15 
and  $14.29  were  the  net  asset 
values  on  5/15/86  and  6/28/85. 

Call  1-800-DIAL-VKM  Ext.  3003. 
(Georgia  residents  call  1-800- 
633-2252.)  We'll  rush  a  prospectus 
which  includes  information 
about  charges  and  expenses. 
Read  it  carefully  before  you 
invest  or  send  money.  Call 
today,  day  or  night. 


'Current  yield  is  determined  by  annualizing  the  monthly  distributions  paid  per  share  for  the  1  month 
ending  May  15,  1986  and  dividing  the  result  by  the  average  maximum  public  offering  price  for  the 
same  period.  A  portion  of  the  income  may  be  subject  to  state  and  local  taxes.  Tax  rates  may  be  subject  to 
tax  law  changes. 


I'T'^IJ  If  your  bank  CD  has  you  feeling  a  ^ 

I    a^^^  H'*^^  ^^^^^  under  the  weather  because  the  | 

J       A  A  M         yield  just  isn't  healthy  anymore,  vou  _ 

for  the 
common  CD. 


-  —  yield  just  isn't  healthy  anymore,  you  _ 
should  know  about  Twentieth  Century  U.S.  I 
Goyemments — a  mutual  fund  for  people 
who  want  both  high  current  income*  and 
the  kind  of  safety 
that  comes  from 
inyesiing  only  in 
securities  of  the 

U.S.  goyernment  and  its  agencies.  So  if  you  want  to  feel  better  about 
your  inyestments,  we've  got  the  cure:  take  two  minutes,  and  call  us  in 
the  morning. 

Want  to  know  more?  For  complete  information  about  U.S.  Governments 
and  our  six  other  funds,  write  or  call  for  a  free  prospectus.  Please  read  the 
prospectus  carefully  before  investing. 

No-Load,  No-Minimum  Mutual  Funds 

Please  send  a  free  prospectus  lo; 
Name  


Address  . 
City  


State  Zip  

FBS8607M  P.O.  Box  200,  Kansas  City,  MO  64141  (816)  531-5575 

*Share  price  and  yield  fluctuate  and  are  not  guaranteed.  Past  results  do  not  predict 
future  performance. 


Commodities 


MONEY  &  INVESTMENTS 


Are  energy  futures  prices  always  strong 
when  interest  rates  are  low?  Not  now,  but 
history  says  thafs  the  way  to  bet. 

NOT  SO  FOREIGN 
RELATION(SHIPS) 


By  Stanley  W.  Angrist 


In  less  complicated  times  futures 
trading  was  simpler.  Or  so  it  now 
seems.  Everything  changes  very 
quickly,  and  situations  that  seem 
permanent  turn  out  to  be  highly 
transient.  Consider  the  following: 

•  In  the  last  15  years  interest  and 
inflation  rates  have  reached  some  of 
the  highest  levels  in  U.S.  history. 

•  In  financial  terms,  satellite  han- 
dling of  data  and  funds  has  reduced 
the  world  to  a  "global  village." 

•  A  period  of  energy  plenty  ended 
in  1972  when  oil  was  $2  a  barrel.  It 
reached  $40  a  barrel  on  the  spot 
market  in  1980,  and  now  hovers  at 
the  low  end  of  that  range,  confound- 
ing those  who  saw  $60  by  this  year. 

•  The  stock  market  has  reached  a 
record  high  and  continues  a  rally 
that  began  in  1982.  That  rally  is 
now  being  helped  along  by  the  high- 
est bond  prices  in  seven  years. 

Deliverable  Grade,  a  newsletter  of 
J.F.  Dalton  Associates,  a  Chicago- 
based  discount  broker,  believes  that 
important  insights  into  the  underly- 
ing trends  of  markets  may  be  identi- 
fied by  monitoring  the  behavior  of 
several  different  markets.  The  letter 
is  quick  to  point  out  that  it  is  not 
setting  forth  causal  relationships.  In 

Stanley  W.  Angrist  is  a  commodit}'  specu- 
lator, consultant  and  longtime  observer  of 
the  cormnoditi'  markets. 


fact,  the  newsletter  notes  that 
whether  high  interest  rates  are  the 
cause  of  inflation  or  whether  high 
levels  of  inflation  cause  high  inter- 
est rates  is  probably  a  metaphysical 
question  and  it  does  us  little  good  as 
speculators  to  dwell  on  it.  What  is 
relevant  is  not  so  much  what  causes 
what,  but  what  goes  with  what. 

The  table  is  not  a  set  of  rules  on 
which  to  base  trades  in  the  futures 
markets,  but  is  presented  to  assist 
you  in  determining  whether  the 
trend  of  a  market  is  consistent  with 
common  behavior  in  other  markets. 

Given  its  limitations  then,  of 
what  use  are  these  tabular  relation- 
ships? These  observations  should  be 
viewed  as  early  warning  devices.  If 
you  see  a  market  acting  inconsis- 
tently with  these  relationships,  it 
should  alert  you  to  the  possibility 
that  the  underlying  trend  in  the 
market  may  be  turning  around.  For 
example,  the  table  suggests  that  we 
should  expect  to  see  a  strong  pre- 


m 


cious  metals  market  when  intereg 
rates  are  low  and  the  dollar  is  weak 
As  you  know,  gold  has  been  dead  ii 
the  water  while  interest  rates  am 
the  dollar  have  been  weak — just  th 
opposite  of  the  picture  reflected  ii 
the  table.  These  historical  relation 
ships,  then,  might  be  suggestin 
that  gold  is  getting  ready  to  rally. 

Readers  who  followed  my  las 
seasonal  soybean  spread  suggestioi 
of  long  September/short  July  ar 
presumably  now  stopped  out  with 
5-cent-per-bushel  loss.  Another  soy 
bean  trade  with  strong  seasonal  ten 
dencies  has  recently  caught  my  eye 
This  trade  involves  buying  th 
March  contract  while  selling  Sep 
tember  soybeans.  The  spread  is  nor 
mally  put  on  in  June  and  lifted  ii 
late  August.  Using  those  entry  ant 
exit  dates,  it  has  been  profitable  ii 
13  of  the  last  17  years. 

Over  the  years  this  spread  ha 
generated  cumulatively  more  thai 
$20,000  in  profits  while  losing  onl^ 
$350.  However,  in  1973,  when  th 
great  Russian  grain  robbery  was  go 
ing  on,  the  spread  showed  a  draw 
down  of  more  than  $4,900,  thougl 
ultimately  it  produced  a  profit  o 
nearly  $10,000.  If  you  throw  tha 
year  out,  the  trade  still  has  ver 
respectable  numbers,  showing  tota 
profits  of  $10,119,  with  a  wors 
drawdown  of  only  $750.  The  aver 
age  profit  is  $843,  while  the  averagi 
loss  is  less  than  $100. 

Try  to  buy  March/sell  Septembe 
beans  with  the  March  at  no  mon 
than  a  17-cent  premium.  Risk  nc 
more  than  15  cents  ($750  per  spread 
on  this  trade  and  exit  the  last  trad 
ing  day  in  August.  The  margin  oi 
this  trade  is  $600.  ■ 


Looking  for  consistency 


This  table  might  prove  useful  in  helping  you  position  yourself  when 
you  think  a  market  might  be  ready  to  turn.  The  relationships  given 
aren't  guaranteed.  They  simply  show  how  markets  have  tended  to 
behave  in  the  past.  At  any  given  moment,  of  course,  price  movements 
may  be  at  variance  with  the  underlying  historical  trend. 


Futures- 


Scenario 

Precious 
metals 

Currency 

Interest 
rate 

Energy 

Stock 
index 

Interest  rates 

Low 
High 

Strong 
Weak 

Strong 
Weak 

Strong 
Weak 

Strong 
Weak 

Strong 
Weak 

Inflation 

Low 
High 

Weak 
Strong 

Weak 
Strong 

Strong 
Weak 

Weak 
Strong 

Strong 
Weak 

Energy  prices 

Low 
High 

Weak 
Strong 

Strong 
Weak 

Strong 
Weak 

Weak 
Strong 

Strong 
Weak 

Dollar 

Weak 
Strong 

Strong 
Weak 

Strong 
Weak 

Strong 
Weak 

Strong 
Weak 

Strong 
Weak 

Equities 

Weak 
Strong 

Weak 
Strong 

Weak 
Strong 

Weak 
Strong 

Strong 
Weak 

Weak 
Strong 

Its 
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REAL  ESTATE 


BUSINESS  SERVICES 


DED  MOUNTAIN  VALLEY 

7  miles  northwest  of  Buffalo, 
I  Adjoins  Big  Horn  National  For- 
niiles.  7,382  acres,  all  deeded; 
gated.  Three  live  streams,  ponds, 
img  Ample  water  rights.  Lux- 
provements:  Log  3-bedroom  main 
.  two  fireplaces.  4-bedroom  guest 
modem  homes  for  help.  Lots  of 
Idings,  sheds,  &  corrals,  all  in 
condition.  Ideal  for  registered 
cattle  operation.  Equestrian  set- 
bam  with  8  box  stalls.  Paddocks; 
5na.  Elk,  deer,  antelope,  &  game 
it  on  ranch. 

vill  finance.  $2,850,000. 
LiR  ROBINSON,  Realtor 
iOX  27— Buffalo,  WY  82834 
(307)  684-5571 

TONGUE  RANCH.  Near 
\  >\^oming— the  foot  of  the  Big 
iUntains,  this  4,000-acre  ranch  con- 
■ntire  productive  basin  of  the  Little 
liver  Valley  and  over  90%  of  its 
iits.  A  beautiful  owner's  residence 
per  end  of  the  valley  is  comple- 
y  3  smaller  sets  of  improvements, 
h  is  offered  in  its  entirety  at  $2  .5 
r  in  3  parcels  from  $300,000.  One 
St  respected  ranches  in  this  sought- 
jnunity.  Contact  Exclusive  Agent 
5Uers:  HaU  &  Hall,  Inc.,  P.O.  Box 
lings,  MT  59103,  (406)  252-2155. 

(EMIER  OFFERING 

L'wcl  '85  wooded  acres  nestled  on 
1  spectacular  city/valley  view  in 
0  mm.  by  air  to  Wash.  D.C.  25M 
Exclusive/Unique  improvements. 
.Secure!  Exceptional  potential  for 
.■ncy'lnv./Dev.  seeking  the  un- 
ic  Lease/Exchange/ Joint  Venture, 
iquincs  by  Principals  only!  Reply 
Enterprises,  Ltd.  P.O.  Box  1236 
,  WA  98275. 


BEST  ISLAND  IN  IVIAINE... 

;liie  Hill  &  Penobscot  Bay  16  Acre 
lABSON  ISLAND  on  Eggemoggin 

Bedroom  Log  Sl  Stone  Lodge, 
c.  moorings.  Deep-Water  Dock 

111  .Mainland.  Access.  All  utilities 

ipal  Elec/phone. 

;ALE  at  si, 650.000  w/terms. . . 
;SET  BLVD.  LOS  ANG.  90027 
10  BOSTON  617  523  2038 


ONATE  REAL  ESTATE 

nd  as  a  tax  deduction  to  a  nat'l 
it  educational  group.  We  are  an 
IS  501-C-3  professional  society 
any  disallowance  in  our  16  yr. 

VIERICAN  SOCIETY  FOR 
IRONMENTAL  EDUCATION 
:ollect  East:  603-643-3536 
West:  714-496-3238 


WEST  WYOMING  RANCH 

it  fishing  and  tiunting.  Lo- 
in Southfork  of  Shosfione 
Jew  home.  Video  available. 


estern  Real  Estate — 
usive  agents,  Box  2228 
WY  82414  307-587-5584 


CORPORATE 
VACATION  HOMES 

KY  MOUNTAIN  ESTATE 
^KENRIDGE,  COIORADO 

ir  lake  front  home  of  7000  sq.  ft 
netting  on  3  +  acres,  with  pano- 
A's  of  the  Rockies  Furnished  by 
lal  design  firm,  Minton-Corley. 
.,  golf,  bike  trails,  horses,  rafting 
lents  away.  XC  Ski,  hike,  play 
h,  and  wind  surf  out  your  door 
available  Weekly  $2100-54000. 
(214)  521-3434 


before  you  hire 

CROSS  OUT  THE 
CROOKS' 

*(ovtr  40%  of  p«opl*  ar«  dtfhon«st) 

Nitionwide  hundreds  of  Cor- 
poiitions  use  P  O.S  PRE  EM- 
PLOYMENT  OPINION  SURVEY 
(i  ofM  page  qunlionniirt) 

♦  PROVEN  VALID 

♦  LEGAL  IN  ALL  STATES 

♦  EASY  TO  UTILIZE 

♦  COST  VERY  LITTLE 
For  comptat*  information 
writa  or  phona  IToM  Fraal 

1*.0.S.  Corpontiori 

P  O  Bo«  48232  a  Chicago.  IL  60648 
1-800  -  6214008 


USE  OUR  TOLL  FREE  800  LINES 
FOR  YOUR  NEXT  PROMOTION! 

Get  the  800  advantage  to  increase  prof- 
itability. Save  time  &  money.  We'll 
take  orders,  leads,  &  messages.  24 
hours  a  day  All  50  States  &  Canada. 
Professional  &  Economical  Service. 
AMERICAN  ADVANTAGE  800. 
1-800-628-2828  ext.  100. 


SHOW  OFF 

YOUR  EXPERIENCE 


Business  colleges  need  speakers. 

All  fields.  Prestige.  Fun.  $,  Lxical/World- 
w\6e.  No  Degree  Nec  Full/Part-Time/ 
Occasional.  Join  12,144+ Execirtives. 

Not  an  agency.  Free  Info  (24  Hrs.) 
InLABS.  1 -800-824-7888,  Op.  984 


FINANCIAL  Planning 


PENSION  PLANS 

UP  TO  $250,000  DEDUCTION 
UP  TO  95%  TO  OWNER 


THE  PENSION  CENTER,  INC. 
(212)286-9111 


COMPUTERS 


TANDY-EPSON 


Our  10th  vear  of  DISCOUNTS 
COMPUTERS  &  CELLULAR  PHONES 
Fgt  Prepaid  Save  Tax 
Toll  Free  800-231-3680 

nil  ITIflRYmflC  INDUSTRIESINC 
22511  Katy  Fwy. 
Katy  (Houston)  TX  77450 
1-713-392-0747  Telex:  774132 


YACHTS 


DONATE  YOUR  BOAT 

Receive  Cash  +  Tax  Savings 

With  a  bargain  sale  to  a  chanty,  our  cash 
purchase  +  your  income  tax  savings  give 
you  a  substantial  financial  return. 
Airplanes,  Real  Estate  &  Motor  Vehicles. 

AMERICAN  INSTITUTE 
800-826-6840 
FL:  305-772-5773 


MISCELLANEOUS  FOR  SALE 

INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

Free  wholesale  catalog  Satisfaction  Gtd 
for  18  yt^!  Member:  Jewelers  Board  of 
Trade,  Chamber  Commerce,  American 
Gem  Trade  Assn 

HOUSE  OF  ONYX 
No.  One  Main  Street 
Greenville.  Kentucky  42345 
TOLL  FREE  1-800-626-8352 


Forbes  Market/€D 


Luxurious  Contemporary  Custom  Homes 
that  retail  for  $17.00  Per  Sq.  Ft. 


Modern  technology,  excellent  craftsmanship,  and  American  ingenuity  has  resulted  in  a 
housing  design  with  standard  features  not  found  in  homes  selling  at  twice  the  price. 
•  Fully  Insulated  •  Thermo  Pane  Windows  •  Cathedral  Ceilings  •  Exterior  Decks 
•  Quality  Construction  •  FHA  and  VA  Accepted  •  Built-in  Computer  Center — which 
allows  the  home  to  perform  many  functions  for  the  occupants.  •  Interior  Design  Flexibility 
£^Gt£'S  NEST  HOMES  is  seeking  one  district  representative  to  establish  retail  sales. 
•  Unlimited  Income  Potential  •  Protected  Territory  •  Factory  Training  • 
•  No  Real  Estate  License  Required  •  Investment  Securied  by  Model  Home  • 
Individual  selected  must  have  the  ability  to  purchase  or  mortgage  a  $21,000  model 
home.  Home  may  be  lived  in  or  used  as  an  office.  Call  Mr.  Farb 
collect  (404)  255-0728,  6363  Roswell  Rd.,  Suite  B,  Atlanta,  GA  30328 


CARRIAGE 
WORKS  inc. 


WATCH  FOR  US  IN 

•  PEOPLE  MAGAZINE  •  USA  TODAY 

•  EXPO  86  •  KY  HORSE  PARK 
Builders  of  Horse  Drawn  Vehicles 

INVESTORS  WANTED 

FOR  EXPANSION 

•  Exciting  Fun  •  Nationally  Famous 

•  Horses  &  Carnages  Stiipped 
all  over  ttie  world 

•  Carriage  Brochure  $4.00 

INFORMATION  ON  BUSINESS 
(503)  459-9100  Day  •  (503)  849-2950  Eve. 
P.O.  Box  Forbes  Oakland  OR  97462 


BE  THE  BOSS 

Own  a  Sir  Speedy  Printing  Center  fran- 
chise. Over  600  others  have,  ask  them. 
Call  today  for  free  information. 

SiDeedy* 

23131  VERDUGO  DRIVE 
LAGUNA  HILLS,  CA  92653-1342 
CALL  1-800-854-3321 


m^m^  15,000  BUSINESSES 
m^i^U  FROM  COAST 

^3QiSP|  TO  COAST ; 

No  Brokerage  Commission  - 
Inquiries  8c  listings  welcome  , 
BUSINESS  OWNERS 
MULTIPLE  LISTING  SERVICE 
A     Toll  Free  800-327-9630 
V  in  Flo  0011800-533-4663  ; 


National  Restaurant 
Exchange,  Inc. 

Inquines  and  listings  Welcome 
No  Brokerage  Fees  or  Commissions 
p***'^«^  Nationwide:  800-624-5977 
Texas:  800-443-1569 
Local:  214-722-8465 
Restaurants  For  Sale  •  Coast  to  Coast 
Restaurant  Owners  Multiple  Listing  Sen/ice 


$$$  FOR  SALE  BY  OWNER  $$$ 

V?  Billion  S  Worth  of  Businesses  with 

No  Brokerage  Fees  Buyers  or  Sellers  Welcome 
Toll  Free  1-800-233-2115   In  TX  1-214-980-4865 

GREAT  WESTERN 

BUSINESS  EXCHANGE.  INC.  f 

14114  Dallas  Pkwy  ,  #220 
Dallas,  Texas  75240 


The  Intelligent  Choice 

Estate 
■E^^J^  Wine  Cellars 

The  perfect  environment 
for  aging  and  storing  wine. 

•  Idea!  temperature 

•  Controlled  humidity 

•  Free  from  vibration 

•  Insulated  wood  interior 

•  Unique  air  filtration 

•  Sturdy  wood  shelves 

•  Light  or  dark  oak  finished 
mahogany  and  much  more. 
For  free  brochure: 

1-800-348-WINE 

(Fla:  813-530-4770  collect) 
Arbuurajje  Enterpnses,  Inc. 

\  117U1  Belcher  Road  Dept.  130 

_iUrgo,  FL  33543 

ALL  NAME  BRANDS  ^ 

mST-FRESH-CHEAP 

1-800-JR-CIGAR 


STAND-UP  DESKS 
TO  YOUR  HEIGHT. 

Handcrafted  in  walnut,  mahogany,  red  oak 
or  white  oak.  Leather  writing  surface,  brass 
footrest;  matching  stools  optional;  eight 
week  delivery  time;  free  brochure 

The  Stand-Up  Desk  Company, 
5207  Baltimore  Ave.  Bethesda,  MD  20816 

We  welcome  your  modifications. 
(301)  657-3630. 


Wine  Storage 

•  Temperature  Controlled  C 

•  Custom  Wme  Cellai 

•  Racks  and  Accessor! 
Free  brochure  .Immediate  I 

abinets 
s 

es 

')elivery 

m 

EXECUTIVE  SERVICES 


Neck  Ties  Narrowed 

Rediscover  some  old  frjends 
We  II  narrow  your  closet 
classics  to  a  stylish  3  Vb"  (or 
state  width)  Great  birth- 
day or  Christmas  gift 
Send  S 1 3  50  for  each  set 
of  3  ties  to 
SLIM  TIES  CO. 
44  Monterey  Blvd  ,  Dept  O 
San  Francisco.  CA  94131         (415|  585-6100 


Forbes:  Capitalist  Tool 


Giuliani,  meet  Wellin|«ton 

Q:  Where's  young,  upwardly  mobile 
Dennis  Levine,  the  former  Drexel 
Burnham  Lambert  partner  who  re- 
cently pleaded  guilty  to  one  count  of 
securities  law  violation,  one  count  of 
perjury  and  two  counts  of  tax  evasion 
in  connection  with  his  arrest  for  in- 
sider trading  in  54  transactions  worth 


U.S.  Attorney  Ruilolph  (iiiiliciui 
"There  are  more  Dennis  Levines. 


$12.6  million  in  profits? 

A:  Why,  he's  at  the  Juilliard  School, 
taking  singmg  lessons. 

But  Wall  Street  isn't  laughing. 

"There  are  more  Dennis  Levines," 
Ri'.  'olph  Giuliani,  the  U.S.  Attorney 
responsible  for  many  of  the  insider 
trading  prosecutions,  told  Streetwalk- 
er, adding  that  catching  some  of  them 
might  not  be  so  difficult.  "Insider 
trading  isn't  like  organized  crime 
cases,  where  nobody  tells  you  any- 
thing. Here  you  arrest  people  and  they 
cooperate.  There's  no  loyalty." 

So  Dennis  is  singing?  Says  Giuliani: 
"If  Levine  doesn't  tell  all,  he'll  be  in 
plenty  of  trouble.  If  it's  discovered 
there  is  more,  he'll  be  prosecuted 
again.  That's  the  agreement." 

Giuliani's  strategy  mirrors  that  of 
the  Duke  of  Wellington,  who  would 
shoot  a  few  of  his  soldiers  if  they 
deserted  or  misbehaved.  The  Iron 
Duke  wouldn't  get  all  the  culprits, 
but  sight  of  the  fresh  cadavers  put 
thoughts  of  waywardness,  rape  and 
pillage  out  of  the  other  soldiers' 
minds.  "We  have  to  make  examples  of 
the  people  we  catch,"  agrees  Giuliani. 

Giuliani  says,  "It's  become  very, 
very  confused  just  who  is,  and  who 
isn't,  an  insider  trader."  But  that's  the 


beauty  of  deterrence:  Done  right,  the 
potential  offenders  police  themselves. 
Wall  Street,  says  Giuliani,  "is  the  per- 
fect area  for  deterrence  because  the 
investment  community  is  small  and 
self-contained.  They  find  out  what 
happens  to  their  colleagues." 

For  your  standard  yuppie  Wall 
Streeter,  a  whiff  of  the  slammer  is  a 
lot  more  potent  than  for  your  hard- 
ened street  criminal,  Giuliani  rea- 
sons: "Prison  doesn't  fit  into  the  life- 
style these  people  bargained  for." 

Aside  from  individuals'  policing 
themselves,  Giuliani  expects  firms 
must  play  a  much  more  serious  role. 

"Monitoring  the  keeping  of  infor- 
mation as  confidential  is  not  a  matter 
that  takes  up  an  awful  lot  of  time  or 
revenue  of  investment  banking  firms, 
law  firms  or  brokerages,"  notes  Giu- 
liani. "They  are  going  to  have  to  de- 
velop systems  where  information  is 
compartmentalized,  because  they  can 
be  burned  by  disclosure  of  this  kind  of 
information." 

And  if  knowledge  that  Veuve  Cli- 
quot,  sole  Veronique  and  beef  Wel- 
lington aren't  on  prison  menus 
doesn't  deter  insiders,  Giuliani  men- 
tions another  nice  deterrent:  private 
lawsuits.  "In  some  situations  [the 
firms]  could  be  held  liable.  Civil  suits 
are  probably  going  to  happen." 

Is  Wall  Street  listening?  A  travel 
agent  we  know  who  caters  to  heavy 
traders  tells  us  they  are  taking  long 
vacations.  A  month  in  Italy,  a  cottage 
in  the  south  of  France,  that  sort  of 
thing — Allan  Dodds  Frank 


Softly,  softly 

David  Allen  of  Los  Angeles' 
Crowell,  Weedon  &  Co.  is  rec- 
ommending tiny  (sales,  $30  million) 
Information  International,  Inc.  of 
Culver  City,  Calif.  There  are  only  2.5 
million  shares,  recently  selling  o-t-c 
at  15.  The  float  is  1.7  million  shares. 
The  company  designs  and  manufac- 
tures sophisticated  text-and-graphics 
editing  systems,  priced  at  up  to  $3 
million  apiece. 

Profitable?  Barely.  For  the  fiscal 
year  ended  Apr.  30,  Allen  estimates  III 
eamed  just  20  cents  from  continuing 
operations,  vs.  86  cents  the  previous 
year.  But  Allen  notes  that  Dow  fones 
and  III  jointly  developed  a  pagination 
system  for  the  Wall  Street  Journal  and 
Batron  's.  The  Salt  Lake  Tnhuite  and  the 
Deseret  News,  Phoenix  Newspapers, 
and  Knight-Ridder's  Loig  Beach  Press- 


Telegra))!  all  have  systems  being  i] 
stalled  or  on  the  way.  Allen  figun 
that  when  revenues  exceed  $40  mi 
lion  (which  he  expects  by  the  la 
1980s),  pretax  margins  will  be  arour 
25%.  He  expects  III  to  earn  56  cents 
share  this  year,  $1  next  year. 

Some  very  intelligent  money 
flowing  into  III.  New  York's  Garret 
Co.  owns  5%.  Streetwalker  also  h. 
learned  that  California  money  mana 
ers  Hoefer  &  Arnett  have  quietly  bee 
buying  shares  for  their  clients 
though  with  so  few  shares  out,  1 
prepared  to  be  patient. — Thomas  Jaff* 


Alpha  bet 

Investors  looking  for  turnaroun( 
might  look  at  $71  million  (sak 
Alpha  Industries,  Inc.  of  Wobur 
Mass.  A  hot  little  defense  electron] 
stock  in  the  late  1970s  and  ear 
1980s,  Alpha  was  barred  from  Pent 
gon  work  for  three  months  last  ye£ 
after  a  messy  bribery  charge.  Ear 
ings,  which  had  hit  an  alltime  high 
$5.6  million  (79  cents  a  share)  in  fisc 
1984,  turned  into  an  $850,000  loss  f 
fiscal  1986  (ended  Mar.  31).  The  stoc 
on  the  Amex,  has  collapsed  to  a  rece: 
1 1  from  28  three  years  ago.  In  M; 
1985  chairman  and  cofounder  A 
drew  Kariotis,  57,  stepped  down 
favor  of  brother  George,  63. 

But  the  Alphas  of  the  world  have 
way  of  snapping  back.  The  compai 
is  now  working  on  producing  smarte 
faster  gallium  arsenide  comput 
chips  for  use  in  radar,  radar  detectic 
and  electronic  warfare.  Alpha  is  firr 
ing  up  a  joint  venture  agreement  wi 
Martin  Marietta  and  will  be  bett 
able  to  compete  against  such  bigg 
companies  as  TRW,  Sanders  Ass 
ciates  and  Avantek.  The  compai 
should  at  least  break  even  in  fisc 
1987,  but,  should  things  turn  so 
again,  the  Kanotis  brothers  own  a  di 
tinctly  noncontrolling  3%  of  Alph£ 
7.1  million  shares. — T.J. 


To  ride  a  sunbeam 

Speaking  of  possible  technolo; 
turnarounds,  $47  million  (sak 
Gelman  Sciences,  Inc.,  a  manufacti. 
er  of  electronic  instruments  and  f 
tration  products,  has  caught  the  eye 
analyst  James  Anderson  at  Hartforc 
Advest  Inc.  Gelman  may  lose  as  mui 
as  50  cents  in  the  fiscal  year  endii 
July  31,  vs.  a  positive  66  cents  ju 


?o  years  ago.  But  the  Ann  Arbor, 
ich.  company  has  invented  a  pre- 
ss by  which  ultraviolet  light  is  used 

transform  a  liquid  polymer  solu- 
m  into  a  breathable,  waterproof, 
;rile  membrane  that  can  be  lami- 
ited  or  coated  onto  nonwoven  fab- 
:s.  Gelman  claims  its  Sunbeam  pro- 
ss  is  faster  and  cheaper  than  what  it 
kes  to  make  popular  Gore-Tex,  a 
Hilar  product,  and  says  Sunbeam 
ay  shine  on  disposable  diapers,  sur- 
:al  gowns,  rainwear,  sleeping  bags, 
minine  hygiene  products  and  so  on. 
irious  chemical  and  textile  compa- 
es  are  interested  in  licensing  the 
ocess,  the  company  says. 
Without  licensing  royalties,  Ander- 
n  thinks  earnings  will  recover  only 

25  cents  to  50  cents  a  share  next 
ar,  not  much  for  a  stock  recently 
lling  at  around  16,  its  12-month 
gh.  Still,  Anderson  thinks  that  Gel- 
an's  Sunbeam  process  is  worth  a 
ance.— T.J. 


nough  already 

ast  fall  Streetwalker  said  NL  Indus- 
I  tries.  Inc.,  then  trading  around  1 1, 
is  a  buy  on  bad  news  (Forbes,  Oct. 
,  1985].  Its  main  business,  oil  ser- 
;es,  was  losing  money,  but  it  was  a 
iss  act  bound  to  recover  within  its 
Justry.  Meanwhile,  NL's  chemicals 
Dup,  primarily  titanium  pigments 
ed  to  whiten  paint  and  paper,  was 
rowing  off  a  lot  of  cash.  Sure 
ough,  in  January  New  York  City 
iders  Coniston  Partners  filed  a 
-D,  and  by  February  NL  had  run  to 
.  But,  as  longtime  NL  followers 
lew,  the  company  wasn't  worth 
Lich  more  than  17  or  18.  They  happi- 
sold  out.  After  Coniston  threatened 
takeover,  NL  said  it  would  repur- 
ase  at  least  7.5  million  of  its  shares 

IS'/s  to  16,  plus  as  many  as  10 
illion  more  in  the  open  market.  By 
;t  month  NL  was  back  to  around  1 1 . 
But  the  NL  story  isn't  over.  On  June 

erstwhile  Dallas  raider  Harold 
Timons  (Forbes,  May  5]  and  a  part- 
r  disclosed  a  sizable  block  of  NL 
ught  at  an  average  14  or  so.  They 
I  now  offering  $15  for  the  rest 
[5.25  for  shares  already  tendered  to 
e  company  as  part  of  the  buyback). 
;cent  price:  14'/). 

The  old  NL  hands  still  say  NL  isn't 
)rth  much  more  than  18  a  share  as 
ntinuing  oil  service  troubles  have 
t  into  the  strong  cash  flow  that  pig- 
snts  once  provided.  Unless  you  are 
ntent  with  an  arbitrager's  fractions, 
eir  advice  at  current  prices:  enough 
•eady.— T.J. 


Read  two  at  night, 

Wake  inspired  in  the 
morning 


The  original  volume  of  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life  was  a  bedside 
book,  a  traveling  companion,  an  ideal  birthday 
or  holiday  gift,  even  part  of  the  new  employee 
program  at  a  firm  of  business  consultants. 

Now  in  a  handsome  blue  cloth  slipcase,  the 
expanded  two-volume  edition  of  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
being  offered  to  Forbes  readers. 

The  result  of  patient  culling  month  by  month 
over  a  number  of  years,  each  volume  contains 
some  3,500  polished  gems  of  wisdom  from 
the  great  authors  of  Greece  and  Rome  down 
to  our  own  day. 

The  pages  are  generously  laid  out  on  good 
quality  paper,  a  pleasure  to  browse  through  and 
savor  at  random,  a  Thought  or  two  at  a  time. 
Alternatively,  a  special  index  allows  the  pursuit 
of  themes  such  as  thoughts  on  Courage,  Patriotism, 
Faith,  Romance  and  Taxes. 

The  binder  is  blue  cloth,  matching  the  slipcase,  with  the  lettering  on  the 
spine  imprinted  in  gold. 

The  price  for  the  two  volume  set,  $29. 95, a  nice  saving  on  the  per  volume 
price  of  $17.50.  To  order,  simply  fill  out  and  mail  the  coupon  below. 


The  original  volume.  500  pages,  approximately 
3,500  Thoughts.  Same  binding  as  two-volume  set. 
Only  $17.50 


F 

DEPT.  T.,  60  FIFTH  AVENUE,  NEW  YORK,  NY  1001 1 

I    I  Send  me  the  2-volume  boxed  set  of  The  Forbes  Scrapbook  of  Thoughts 
on  the  Business  of  Life.  My  check  for  the  special  price  of  $29.95  enclosed. 

I  I  Send  me  the  original  one-volume  collection.  My  check  for  $1 7.50  enclosed. 
Send  to  

(please  print) 

Address 


Forbes 


City  State  Zip  

All  prices  include  postage  and  handling  charges  Please  add  appropriate  sales  tax  on  New  York  State 
orders  and  other  states  where  applicable 
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Index  oi  companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 
Each  reference  is  to  the  first  page  of  the  story  in  which  the  company  name  appears. 
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Your  lakeland 

paradise 
from  Forbes 


These  are  salt-of-the-earth  people  who  are  pleased  1 
welcome  good  neighbors  to  their  easygoing  way  of  life. 

There's  no  better  time  than  right  now  to  find  out 
Forbes  Lake  of  the  Ozarks  is  the  place  for  you.  All  oij 
homesites,  including  lake  front  and  lake  view,  will  be 
minimum  size  of  one  acre — ranging  to  over  three  acrei 
Cash  prices  start  at  $6,000.*  One  or  more  acres  of  th) 
incredibly  beautiful  lakeland  can  be  yours  for  the  model 
payment  of  $60  per  month,  with  easy  credit  term 
available. 

For  complete  information,  including  pictures,  maps  an 
full  details  on  our  liberal  money-back  and  exchange  priy 
leges,  please  fill  in  the  coupon  and  mail  to:  Forbes  Lake 
the  Ozarks,  Box  157,  Warsaw,  Missouri  65355. 


Your  own  vacation  land  on  the  fabulous  Lake  of  the  Ozarks 
in  Central  Missouri.  Right  in  the  heartland  of  America. 
Away  from  cities,  noise,  pollution  and  the  rat-race  of  the 
workaday  world.  We  call  it  Forbes  Lake  of  the  Ozarks  .  .  . 
about  12,800  acres  of  scenic  paradise.  Not  for  everybody, 
but  m?iybe  for  you. 

The  Ozarks  region,  which  dominates  most  of  southern 
Missouri,  has  long  been  lost  in  the  legends  of  the  Osage 
Indians.  Now  that  the  magnificent  Truman  Lake  has  been 
completed,  it's  merely  a  matter  of  time  before  the  beauty  of 
this  spectacular  recreational  area  attracts  vacationers  and 
settlers  from  every  corner  of  the  continent. 

If  yours  is  a  family  of  water-sports  lovers — swimming, 
boating,  fishing,  water-skiing — it's  hard  to  imagine  a  more 
perfect  setting  for  you.  Forbes  Lake  of  the  Ozarks  is  nestled 
at  the  headwaters  of  the  big  Lake.  Here  it  almost  kisses 
Truman  Lake  on  the  west,  then  winds  eastward  through 
stands  of  hickory  and  oak  for  over  90  miles  to  the  bustling 
hub  of  the  summer  resort  area  at  Bagnell  Dam. 

Forbes  Inc.,  publishers  of  Forbes  Magazine,  through  its 
subsidiary,  Sangre  de  Cristo  Ranches  Inc..  is  offering  the 
opportunity  of  a  lifetime  for  you  to  acquire  one  or  more 
acres  of  our  choice  Missouri  lakeland  among  the  breathtak- 
ing "hills  'n'  hollers  "  country  of  the  Lake  of  the  Ozarks. 

Forbes'  private  park  is  the  ideal  place  to  build  a  second 
home  .  .  .  that  special  place  where  you  may  now  or  one 
day  choose  to  retire.  Here  among  the  friendly,  down-home 
folks  who  have  made  Missouri  famous  for  its  hospitality. 

Obtain  the  Properly  Report  required  by  Federal  law  and  read  it  before  signing  anything  No  Federal  agency  has  judged  the  merits  or  value,  if  any.  of  this  property  Equal  Credit  and  Housi 
Opportunity  A  statement  and  offering  statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  not  constitute  approval  of  the  sale  or  lease  or  offer  for  sale 


'Pnces  subiect  to  change  without  notice 


Forbes  Lake  of  the  Omrka 

Box  157,  Warsaw,  MO  65355 

Without  obligation,  please  send  me  more 
information  on  Forbes  Lake  of  the  Ozarks. 

PLEASE  PRINT 


Name 


Address. 


City/State/Zip  . 
Telephone 


or  phone  816/438-2801 


Flashbacks 


"The  more  things  change. .  . ." 
Items  from  past  issues  of  Forbes 


Sixty  years  ago  in  Forbes 

Frotn  the  issue  of  July  7  5.  1926) 

'Between  1920  and  1926  the  national 
lebt  was  reduced  by  about  $43  billion. 
fSIational  government  spending  was 
reduced  about  $2  billion  annually. 

"Keeping  these  figures  in  mind, 
look  at  the  exactly  opposite  trend  for 
jtate  and  local  governments.  From 
1920  to  1926  state  and  local  govern- 
nents  increased  their  debt  by  about 
)68  billion.  They  increased  their  cur- 
rent expenditures  more  than  $2  bil- 
lion— and  the  tide  is  still  rising." 


^000 

Frigid  aires 

Tlje  numbers  in  this  1926  Frigiciaire  ad 
ngtuiled  the  arrival  of  a  new  industry 


'Another  new  industry  has  been  bom 
md  promises  to  become  a  giant.  Do- 
mestic refrigeration  is  not  new,  but  it 
really  is  new  as  an  industry.  Until  re- 
:ently,  it  was  conducted  on  a  relatively 
small  scale.  What  is  happening  now? 
Dne  company  has  just  broken  ground 
for  a  $20  million  plant  and  is  ready  to 
jpend  $  1 00  million  if  need  arises,  while 
several  other  companies  of  magnitude 
ire  coming  forcefully  to  the  front.  Just 
IS  a  garage  has  become  part  of  the  stan- 
dard equipment  of  most  homes,  so  will 
jlectric  refrigeration.  .  .  ." 

'Forbes  derives  genuine  satisfaction 
from  the  fact  that  80%  of  those  who 
oined  it  at  its  start  nine  years  ago  are 
still  members  of  the  growing  family." 


Fifty  years  ago 

From  the  Ksue  of  July  /5,  1936) 

'When  Harlow  H.  Curtice  took  over 
the  presidency  of  Buick  in  October 
1933,  It  was  with  one  purpose  in 
mind — to  reestablish  Buick's  former 
position  in  its  price  class.  Depression 
bad  hit  the  company  hard.  Its  1933 


Edited  by  Dero  A.  Saunders 

output  was  less  than  20%  of  the  1929 
volume.  As  a  temporary  stopgap,  the 
Model  40  Buick  was  introduced  in  the 
spring  of  1934,  but  practically  no  im- 
portant changes  were  introduced  in  the 
1935  standard  models.  Instead,  every 
effort  was  directed  to  bringing  out  a 
really  'hot'  car  in  1936.  .  .  .  No  limit 
was  set  on  engineering  changes,  nor  on 
the  amount  of  money  that  could  be 
spent  in  plant  rehabilitation  and  for 
new  equipment,  as  long  as  the  main 
objective  of  stimulated  sales  could  be 
attained." 

"The  avowed  purpose  of  the  undistrib- 
uted profits  tax  is  to  compel  corpora- 
tions to  distribute  their  profits  to  their 
stockholders.  Either  they  give  up  the 
profits  and  the  stockholders  pay  the 
tax,  or  they  retain  the  profits  and  pay 
for  not  giving  them  up.  There  is  no 
distinction  between  a  company  in  good 
financial  condition  and  one  not  so 
good.  Nor  does  it  matter  how  great  the 
losses  a  company  has  accumulated  in 
past  years,  or  how  much  of  a  deficit  it 
has  at  the  beginning  or  end  of  the  year. 
Current  earnings  are  what  count;  if 
they  are  not  paid  out,  the  tax  applies." 


Twenty-five  years  ago 

(From  the  issue  (f  July  15.  l')61 ) 

"Eastern  Air  Lines'  losses  to  competi- 
tors last  year  are  being  partly  re- 
couped in  the  most  direct  possible 
manner:  Passengers  on  Eastern's  new 
'air-shuttle'  between  New  York,  Bos- 
ton and  Washington  often  include  of- 
ficials of  rival  airlines  curious  to  see 
how  the  no-reservation  pay-on-board 
service  is  working." 

"The  company  'Tex'  Thomton  heads, 
Los  Angeles-based  Litton  Industries, 
Inc.,  happens  to  be  at  the  moment  the 
fastest-growing  company  listed  on  the 


Litton  Industries  founder  Tex  Thomton 


New  York  Stock  Exchange.  Indeed, 
Litton  is  one  of  the  fastest-growing 
companies  anywhere.  In  the  almost 
eight  years  Thornton  has  been  run- 
ning things,  Litton  sales  have  soared 
from  a  piddling  $3  million  to  an  esti- 
mated $220  million  ...  in  the  fiscal 
year  that  ends  this  month,  its  aftertax 
from  $200,000  to  $9  miUion." 


Ten  years  ago 

(l^roni  the  issue  of  July  15.  1976) 

"Here  they  come  down  Interstate  70 
out  of  St.  Louis  on  a  Saturday  morn- 
ing, 5 — no,  25 — plumbers'  vans  in  a 
row.  Only  these  have  names  painted 
on  their  sides  like  Dei'il May  Care,  Little 
Stud  and  Rocky  Raccoon.  Above  the 
wheel  flares  and  side  pipes,  behind  the 
portholes  where  the  plumber's  sign 
used  to  be,  are  murals — the  Grand 
Canyon,  Manhattan  skyline.  Inside 
are  swivel  seats,  rugs,  fridge,  stereo, 
citizen  band  radio — and  Lord  knows 
what  going  on.  It's  a  madness  called 
vanmania,  and  it's  sweeping  the 
country." 


Man  does  nothing  by  himself. 
There  is  always  a  cause, 
either  internal  or  external, 
that  moves  him. 
Denis  Diderot 


Not  to  be  worked  by  anyone's 
hand,  to  be  no  one's  man, 
to  draw  one's  principles, 
one's  feelings,  from  no  one 
else,  this  is  the  rarest 
thing  I  have  seen. 
Nicolas  Chamfort 


The  man  who  walks  alone  is  soon 
trailed  by  the  FBI. 
Wright  Morris 


Each  concession  we  make  is 
accompanied  by  an  inner 
diminution  of  which  we  are 
not  immediately  conscious. 

E.M.  ClORAN 


The  absolutely  banal — my  sense 
of  my  own  uniqueness. 

W.H.  AUDEN 


No  one  can  build  his  security 
upon  the  nobleness  of 
another  person. 
WiLLA  Gather 


The  true  charter  of  liberty 
is  independence,  maintained 
by  force. 
Voltaire 


Humanity  is  alone  real; 
the  individual  is  an 
abstraction. 

AUGUSTE  COMTE 


In  democracy  both  deep  reverence 
and  a  sense  of  the  comic 
are  requisite. 
Carl  Sandberg 


Emancipation  from  the  bondage  of 
the  soil  is  no  freedom  for  the  tree. 
Rabindranath  Tagore 


Thoughts 

on  the  Business  of  Life 


Celebration  of  Independence  Day  this 
year  inspired  reflections,  not  on  our 
independence,  but  on  our 
interdependence.  The  need  within  our 
shores  and  throughout  the  whole 
world  today  is  not  for  more 
independence,  but  for  a  realization 
of  our fundamental  interdependence. 
Slowly,  extremely  slowly,  this 
fundamental  truth  is  being 
recognized.  By  and  by,  all  nations 
and  all  classes  in  ei'ery  nation  will 
awaken  to  the  inexorable  truth  that 
we  are  our  brother's  keeper. 
B.C.  Forbes 


Principles  do  not  mainly  influence 
even  the  principled;  we  talk  on 
principle,  but  we  act 
on  interest. 

Walter  Savage  Landor 


Our  own  interests  are  still 
a  wonderful  instrument  for 
dazzling  our  eyes  in  a  most 
pleasant  manner. 
Blaise  Pascal 


Isolation  breeds  conceit. 
Charles  Dudley  Warner 


Singularity  is  dangerous 
in  everything. 
Francois  Fenelon 


More  than  6,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $29.95  ($17.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3.000 
"Thoughts."  Price:  $17.50.  Send  check  and 
order  to:  Forbes  Inc. .  60  Fifth  Ave..  New  York. 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


The  shallow  consider  liberty  a 
release  from  all  law,  from  every 
constraint.  The  wise  see  in  it, 
on  the  contrary,  the  potent 
law  of  laws. 
Walt  Whitman 


Independence  is  essential  for 
permanent  but  fatal  to 
immediate  success. 
Samuel  Butler 


There  is  no  more  independence 
in  politics  than  there 
is  in  jail. 
Will  Rogers 


The  purpose  of  freedom  is  to 
create  it  for  others. 
Bernard  Malamud 


A  country  cannot  subsist  well 
without  liberty,  nor  liberty 
without  virtue. 
Jean-Jacques  Rousseau 


A  Text . . . 

Have  we  not  all  one  father? 
hath  not  one  God  created 
us?  why  do  we  deal  treacher- 
ously every  man  against  his 
brother,  by  profaning  the 
covenant  of  our  fathers? 
Malachi  2:10 


Sent  in  by  Stephen  Corbett,  Madison,  Wis. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


The  fellow  that  agrees  with 
everything  you  say  is  either 
a  fool  or  he  is  getting  ready 
to  skin  you. 
Kin  Hubbard 


Liberty,  n.  One  of  imagination's 
most  precious  possessions. 
Ambrose  Bierce 
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Its  not  the  one  you  think. 

Its  US  Sprint:  Building  what  wifl  be  the  fiist  100%  fiber 
optic  network  across  America. 

Because  fibers  cany  thousands  of  telephone  trans- 
actions simultaneously  Without  static  or  any  of  the  other 
annoyances  you've 
always  been 
forced  to  accept. 

Because 
independent  tests 
showed  that  3  out 
of  5  business 
people  preferred 
the  clarity  of  US  Sprint  fiber  optics  over  the  typical  noise  of 
AT&T  On  the  very  first  call. 

Because  a  fiber  optic  network  can  actually  save  your 
business  money. 

And,  finally  because  fiber  enables  us  to  offer  extraordi- 
nary products,  tools  and  services. 

That's  why  we're  building  the  first  complete  fiber  optic 
network  across  America.  And  v^y  you  should  be  part  d  it. 

P^rt  of  the  best  phone  company  in  the  world.  Again. 
Cafl  800-527-6972. 


US  Sprint 

^^^^    "SOUNDS  LIKE  YOU'RE  RIGHT  NEXT  DOOR." 

<&  1986  US  Sprint  Communications  Companv  ®  Sprint  is  a  registered  trademark  of  US  Sprint  Communications  Company. 


Lets  get  down  to  brass  tacks: 

There^s  a  lot  more  to  selling 
than  a  smile  and  ahand^iake. 


t  requires  skill  and  ability- the  ability  to  present 
he  virtues  of  your  product  in  an  honest,  clear, 
brceful,  and  convincing  way,  and  the  skill  to  do  it 
n  a  manner  that  will  get  the  confidence  and  trust 
)f  your  prospect. This  kind  of  successful  selling  is 
/vhat  the  Dale  Carnegie  Sales  Course®  is  about, 
knowing  your  product  or  service,  knowing  your 
>kills,  and  knowing  your  customers  and  what 
notivates  them,  what  their  true  wants  and  needs 
ire,  so  that  your  presentation  can  answer  their 
leeds.  And  close  the  sale. 

The  Course  consistently  produces  outstanding 
esults  for  thousands  of  selling  professionals  by 
leveloping  their  skills  and  abilities  to  a  higher 
evel  of  effectiveness.  Their  selling  confidence 
ncreases.  Their  attitudes  become  more  positive, 
heir  motivation  high.  From  the  first  day  to  the 


last,  the  Dale  Carnegie  Sales  Course*  gives  you 
creative  selling  methods,  proven  sales  techniques, 
that  you  can  put  to  work  immediately  to  improve 
your  sales  performance.  From  prospecting  to 
making  presentations,  from  answering  objections 
to  closing  sales,  you  learn  by  hands-on  experience. 
You  apply  the  new  sales  concepts  in  realistic  selling 
situations  right  in  the  classroom.  As  a  result,  you 
sharpen  and  perfect  your  skills  before  you  put 
them  to  work  in  your  actual  selling  interviews. 

Find  out  how  the  Dale  Carnegie  Sales  Course® 
can  help  you  quickly  and  measurably  increase  your 
sales  production.  Ask  for  your  free  copy  of  our 
quick-reading  booklet  that  outlines  the  objectives 
and  benefits  of  the  Dale  Carnegie  Courses.®  Call 
toll-free  800  231-5800.  In  Texas,  800  392-2424. 
Or  write  directly  to  the  address  below. 


DALE  CARNEGIE  &  ASSOCIATES.  INC 

SUITE  576  F  •  6000  DALE  CARNEGIE  DRIVE  (PVT.)  •  HOUSTON.  TEXAS  77036 
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The  editorial  index  of  companies  referred  to  in 
this  issue  is  on  pages  232  and  233. 

COVER  STORY  

95   The  Four  Horsemen  Ride  Again 

Why  are  some  developing  countries  getting  relatively  rich 
while  others  sink  deeper  into  poverty?  History  and  culture 
have  something  to  do  v^^ith  the  difference,  but  socialism, 
excessive  urbanization,  corruption  and  civil  disorder  are 
the  biggest  villains. 

COMPANIES  

39   United  Banks  Of  Colorado 

Few  executives  can  leave  a  party  early.  To  his  share- 
holders' great  benefit,  this  Colorado  bank's  chairman  did. 

41    Storage  Technology  Corp. 

The  computer  peripheral  maker  that  went  from  hot  to  cold 
and  now  is  warm  again.  Very  warm. 

43  Genesco  Inc. 

Always  about  to  turn  around,  Genesco  never  did  and  Wall 
Street  abandoned  the  company.  Time  for  another  look? 

44  Middle  South  Utilities,  Inc. 

After  a  brush  with  bankruptcy,  the  long,  slow  road  back  to 
prosperity. 


82    Consolidated  Natural  Gas 

Natural  gas  companies  are  beginning  to  learn  what  compe- 
tition really  means.  This  one  already  knows,  and  as  a 
result  is  sitting  pretty. 

128  The  Up  &  Comers: 

How  To  Build  A  Terrific  Little  Business 

A  textbook  case  of  how  Kenneth  Boudrie  built  his  Bartley 
Collection  into  an  entrepreneur's  dream  come  true. 


136  The  Up  &  Comers:  The  Joys  Of  Bankruptcy 

Willcox  &  Gibbs'  John  Ziegler  didn't  want  to  be  in  bank- 
ruptcy. But  once  there,  he  learned  all  he  could. 


INDUSTRIES 


40  Resorts 

Why  has  Idaho's  Duane  Hagadone  built  himself  a  fancy 
resort  hotel  in  the  middle  of  nowhere? 

54  Trucks 

Thanks  to  a  technological  and  marketing  advantage  over 
competitors.  Ford's  pickup-truck  profits  could  be  hottest 
this  fall. 

78  Agriculture 

The  Farm  Credit  System,  bogged  down  by  $5  billion  in  bad 
loans,  has  a  simple  recovery  plan:  Bleed  healthy  members 
for  cash. 


INTERNATIONAL 


38    Screeching  To  A  Halt 

Will  the  trade  deficit  ever  disappear?  Yes,  but  not  until 
foreign  companies  stop  slashing  profit  margins  and  start 
really  raising  prices. 
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'1  Margaret  Thatcher  speaks  our 


MARKETING 


SCIENCE  &  TECHNOLOGY 


PERSONAL  AFFAIRS 


I  An  Interview  With  Margaret  Thatcher: 
I  Envy  President  Reagan 

ias  the  swing  toward  more  conservative  governance  run 
ts  course?  Has  Britain's  stubbornly  high  unemployment 
aught  the  Tories  off  guard?  Britain's  Prime  Minister  an- 
wers  these  and  other  questions  put  to  her  by  Forbes. 

tEGlONS  

06  Are  You  Listening,  Woody  Allen? 

iow  many  southern  Californians  does  it  take  to  make  a 
ibrant  downtown  Los  Angeles?  Fewer  than  it  used  to. 

NVESTING  

23  The  Funds:  Closed-End  Cornucopia 

■or  those  with  a  sense  of  history,  new  closed-end  funds  are 
oming  to  market  in  frightening  volume.  Even  more 
tightening  are  the  poison  pills. 

30  Streetwalker 

"ax  reform;  Morse  Shoe,  Inc.;  IDC  Services,  Inc.;  Ameri- 
an  President  Cos.;  Edo  Corp. 

iUMBERS  GAME  

II  Drilling  For  Information 

t  isn't  easy  for  investors  to  get  an  idea  of  what  an  oil 
ompany  is  really  worth.  But  with  a  lot  of  sweat  and 
ngenuity  you  can  do  it. 

AXING  MATTERS 

14   End  Of  An  Era 

'ax  reform  will  definitely  hit  real  estate  values,  says  this 
Xpert.  But  some  properties  will  be  hit  far  worse  than 
thers. 


171  Forbes' foreign  report 


140  Tired  Flavors 

Baskin-Robbins  sells  more  ice  cream  by  the  scoop  than  any 
other  company.  But  faced  with  flat  sales,  the  firm  is 
desperately  seeking  co  perk  up  its  flavors.  .  .  .  Also:  Coca- 
Cola's  redesign  hodgepodge;  deshabille  to  doomsday. 


146  Plaque  Busters 

Doctors  soon  may  be  fixing  what  ails  coronary  disease 
patients,  using  a  wholly  new  technique. 


154  The  Refinancing  Shuffle 

You  want  to  refinance  your  home?  Here  are  some  ways  to 
speed  up  what  has  become  a  very  slow  process. 


CAREERS 


160  The  Line  Of  Fire 

So  they  canned  your  boss, 
don't  be  too  quick  to  quit. 


Get  your  resume  ready,  but 
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171  Spotlight  On  International  Business 

172  The  100  Cheapest  Foreign  Stocks 
176  The  500  Largest  Foreign  Companies 

200  The  100  Largest  Foreign  Investments  in  the  U.S. 
207  The  100  Largest  U.S.  Multinationals 
212  100  U.S.-Traded  Foreign  Stocks 
Index  to  Foreign  500  on  page  194 
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64  Peter  Magowan,  Safeway  Stores 

64  Robert  Decherd,  AH.  Belo  Corp. 

66  Andrea  Pininfarina,  Finmfarina  SpA 

66  Leigh  Steinberg,  ^orts  attorney 

68  Richard  West,  New  York  University 
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ONE< 
WORLD'S  THRE 

JUST  BECAA 
WORLD'S  TWO 


You  can  go  to  St  Andrews 
for  fine  golf.  Wimbledon 
for  excellent  tennis.  Baden 
for  a  superb  spa.  A  cruise 
ship  for  masterfiil  cuisine. 
Saint-Tropez  for  luxurious 
indulgence. 
Or,  you 
can  go  to 


just  one  place  and  get  it  aU. 
La  Costa. 

Widely-recognized  as 
one  of  the  world's  three 
great  resorts. 

And  now,  after  two  years  of 
consummate  enhancement, 
La  Costa  is  one  of  the 
world's  two  great  resorts^ 
The  noted  Tournamen 
of  Champions 
course  now 
features 


36  holes  so  you  c 
get  in  a  fast  gam* 
and  enjoy  the  re 
of  La  Costa. 
For  dawn-to-midi 
^  tennis,  there  are  23 
nament-quality  court 
Plus  the  legendary  gr 
Pancho  Segura 


experts 
profess] 
instruction. 
La  Costa's  wc 
noted  spa  features  the 
most  technically  advar 
facilities  and  most  qua) 
of  health  and  beauty 
personn( 
from 

throughouf 
From  the  sterling- 
and-crystal  five-starjl 


THE 

iREAT  RESORTS 
;  ONE  OF  THE 
LEAT  RESORTS. 


erience  ot  the 
impagne  Room  to 
lentic  New  York 
and  nostalgic 
a  fountain 
itions 
•rasserie 
losta, 
^n  brilliant 
^  restaurants 
devoted  to 
1  artistry  in 
|l  gourmet  cuisine. 

Intriguing 
^  after-dinner 
_attrac- 
^tions 

include  first-run 
motion  pictures, 
niano  lounge,  live 


entertainment,  even  music 
for  dancing. 

And,  the  deep-felt 
atmosphere  of 

comfort  and  serenity 
continues  through 
the  night  in  the 
masterfiaUy- 


Come  to  the  best  of 
St.  Andrews.  Wimbledon. 
Baden.  Saint-Tropez. 
A  fine  cruise  ship.  All 
in  one  place.  Telephone 
for  reservations  now 
and  come  to  the  new 
La  Costa.  For  the  rare 
combination  of  them  all. 
For  detailed  informa- 


decorated  rooms 
and  suites  at  La  Costa,  f  W 
With  aU  of  this,  there         tion  and  reservations, 
are  two  changes  not  made:   call  1-800-854-6564. 

The  feeling  of  being 
totally  cared  for  by  people 
who  totally  care. 

And  the  convenience 
of  location  in  Carlsbad, 
California;  just  90  minutes 
south  of  LAX,  35  minutes 
north  of  San  Diego  airnort. 


In  California,  telephone 
1-800-542-6200. 

Or  call  your  travel 
agent  to  handle  details. 

La  Costa 


One  of  the  w^orld's 
two  great  resorts. 
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Steve  Kicben  and  Ann  Oliver 


International  business 

Here  are  just  a  few  of  the 
highlights  from  Forbes' 
1986  Special  Report  on  In- 
ternational Business: 

•  Foreigners  often  make 
lousy  investments  here 
(p.  200). 

•  Even  after  the  aston- 
ishing bull  market  of  the 

past  year,  U.S.  stock  mar-   

kets  still  sell  at  low^er  P/Es  than  many  foreign  markets  do 
(p.  172). 

•  Yet  many  cheap  stocks  still  exist  abroad  (p.  172). 

•  U.S.  multinationals  no  longer  dominate.  Item:  Last  year 
Hitachi  and  Matsushita  were  closing  on  GE  in  sales. 

Supplementing  Forbes'  database  with  numbers  from  the 
Morgan  Stanley  Capital  International  Perspective,  Senior  Edi- 
tors Steve  Kichen  and  Ann  Oliver  and  team  spent  months 
massaging  the  tables  that  start  on  page  171.  It's  vital  informa- 
tion: Any  business  person  or  investor  who  thinks  in  purely 
national  terms  is  doomed  to  failure  these  days. 

The  Four  Horsemen  ride  again 

The  bad  guys  have  been  chased  out  of  Haiti  and  the  Philippines. 
The  cheering  has  died  down.  What  next?  More  turmoil.  Why?  In 
both  cases  the  economy  is  in  a  mess,  and  getting  rid  of  corrupt 
and  oppressive  regimes  in  developing  countries  does  not  auto- 
matically undo  the  harm  done  by  generations  of  bad  economic 
policy.  Our  cover  story  points  out  that  developing  countries  fall 
into  three  categories:  1)  Soviet  clients — threadbare  and  stag- 
nant, kept  quiet  by  brute  force;  2)  nonsocialist  countries  that 


Nornian  Gull  (  riglit)  on  the  Job  i)t  Co/licjue,  Peru 

have  made  tremendous  progress  because  they  had  the  willpower 
to  subject  their  people  to  the  disciplines  of  the  market;  3)  the 
rest,  chiefly  in  Africa  and  Latin  America,  where  regimes,  wheth- 
er military  or  elected,  have  tried  to  ignore  market  forces  and 
now  reap  the  horrible  consequences. 

The  story  was  written  by  Norman  Gall,  a  Forbes  contributing 
editor  who  has  spent  25  years  covering  Latin  America.  Living  in 
Brazil,  Gall  has  experienced  both  the  mistakes  and  the  success- 
es of  one  of  the  world's  most  dynamic  developing  nations.  He 
has  watched  in  dismay  as  countries  such  as  Argentina  and  Peru 
and  Mexico  have  ruined  their  economies.  What  policies  do  work 
in  developing  countries?  Read  "The  Four  Horsemen  ride  again," 
beginning  on  page  95. 

(  ^  Editor 


THE  BEST  JAGUAR  EVER  BUILT 


Continuous  refinement  and      ^/  ■ 
an  uncommon  concern  for  quality 
have  made  the  Jaguar  XJ6  one  of  the  worl 
t  desirable  luxury  sedans. 


The  Jaguar  XJ6  has  long  been  rec- 
ognized as  a  rnachine  of  stirring 
beauty  and  technical  sophistication. 
Now  after  years  of  careful  refinement, 
this  classic  sedan  has  also  come  to 
be  known  as  a  remarkably  reliable 
and  well-constructed  motorcar 

The  1986  XJ6  is  the  evolutionary 
oroduct  of  careful  study  and  judi- 
cious change.  One  of  the  world's 
'inest  automobiles  when  first  intro- 
duced, the  XJ6  is  even  better  today 

The  Jaguar's  elegant  interior;  rich 
A/ith  rare  wood  and  supple  leather;  is 
'efreshingly  quiet,  even  at  highway 
speeds.  A  powerful  stereo  sound 
system  that  plays  through  four 
speakers,  a  trip  computer  cruise 
:ontrol  and  an  automatic  climate 


control  system  enrich  the  driving 
experience. 

Equipped  with  a  race-bred  dual 
overhead  cam  six  cylinder  that  has 
powered  Jaguar  passenger  cars 
over  billions  of  highway  miles,  the  XJ6 
is  uncommonly  smooth  and  quiet  at 
speed  yet  responds  with  vigor  when 
called  upon.  Jaguar's  renowned  four- 
wheel  independent  suspension  and 
power  rack  and  pinion  steering  make 
It  a  most  athletic  road  machine 

Because  the  Jaguar  sedan  is  an 
uncommonly  excellent  automobile,  it 
comes  with  the  security  of  a  3-year/ 
36,000  mile  limited  warranty  For  com- 
plete information  see  our  warranty 
at  your  Jaguar  dealer 

From  its  award-winning  power 


plant  to  Its  celebrated  styling  and 
magnificently  elegant  interior;  the  XJ6 
is  counted  among  the  world's  most 
desirable  luxury  automobiles. 

Visit  your  Jaguar  dealer  soon  and 
spend  a  few  memorable  minutes 
behind  the  wheel  of  this  milestone 
motorcar 

For  the  name  of  the  Jaguar  dealer 
nearest  you,  call  this  toll-free  number: 
1-800-4-JAGUAR.  Jaguar  Cars  Ino, 
Leonia,  NJ  07605. 

ENJOY  TOMORROW  BUCKLE  UP  TODAY 

JAGUAR 

^  A  BLENDING  OF  ART  AND  MACHINE 


Trends 


How  smart  is  smart? 

Smart  buildings,  offering  ready- 
made  switchboards,  voice  and 
video  transmission,  message  centers, 
cable  TV,  satellite  earth  stations  and  a 
host  of  other  services  tenants  can  buy 
or  share,  have  been  a  hot  topic  in  real 
estate.  Do  they  really  bring  in  the 
tenants?  "Not  necessarily,"  con- 
cludes a  study  by  Barry  Nealon  and 
Helen  Arnold,  partners  at  Jones  Lang 
Wootton,  a  major  international  real 
estate  adviser.  They  studied  37  smart 
buildings  picked  from  a  list  by  the 
Urban  Land  Institute  (all  in  cities 
where  JLW  has  offices).  They  saw  "lit- 
tle evidence"  that  tenants  were  beat- 
ing down  the  doors  for  space  in  these 
buildings — so  little,  they  say,  that  de- 
velopers have  had  to  cut  back  on  such 
projects.  The  proliferation  of  technol- 
ogy, along  with  its  rapid  obsoles- 
cence, the  JLW  partners  said,  often 
confused  prospects  and  lessened  their 
appetites  for  shared  services.  In  addi- 
tion, they  noted,  the  smart  buildings 
cost  as  much  as  10%  more  to  build. 
The  big  push  for  smart  buildings,  JLW 
says,  was  coming  not  from  tenants,  or 
even  developers,  but  from  telecom- 
munications companies  trying  to  sell 
their  wares. 


Ears  for  the  deaf 

The  250,000  deaf  people  in  the  U.S. 
now  have  new  hope  of  hearing, 
with  devices  known  as  cochlear  im- 
plants. (The  cochlea  is  a  chamber  in 
the  inner  ear.)  Two  years  ago  the  Food 
&  Drug  Administration  approved  a 
one-channel  implant  made  by  3M, 
but  few  of  the  700  people  who  re- 
ceived it  could  talk  on  a  telephone  or 
understand  audiotapes,  though  the 
devices  did  pick  up  sounds  like  car 
horns,  doorbells  and  stove  timers. 
Then,  in  October,  the  FDA  approved  a 
device  distributed  by  Colorado's 
Cochlear  Corp.,  subsidiary  of  an  Aus 
tralian  firm  that  has  made  pacemak- 
ers and  other  implants  for  25  years. 
Patients  have  electronic  devices  im- 
planted in  the  cochlea  and  wear  mi- 
crophones and  processors  to  convert 
sounds  into  digital  codes  and  send 
them  to  a  transmitting  coil  worn  be- 
hind the  ear.  The  digital  signals  are 
radioed  across  the  skin  to  the  implant, 
which  converts  them  back  into  elec- 


Editcd  by  John  A.  Conway  - 

trical  impulses  that  stimulate  the  au- 
ditory nerve.  (In  most  deaf  people  the 
auditory  nerve  remains  undamaged.) 
The  new  device,  so  far  implanted  in 
232  people  worldwide,  137  of  them  in 
the  U.S.,  has  22  channels.  Thus  it  is 
able  to  pick  up  a  broader  range  of 
sound  and  allow  about  a  third  of  its 
users  to  carry  on  normal  telephone 
conversations.  The  cost:  $10,800,  plus 
surgery,  at  up  to  $3,500. 


The  call  of  the  moose 

When  Canada's  Ministry  of  Tour- 
ism surveyed  9,000  Americans 
last  year,  it  was  dismayed  to  find  that 
most  rarely  thought  of  Canada  as  a 
vacation  spot  or,  if  they  did,  rated  it  a 
duplicate  of  the  U.S.  To  add  to  the 
problem,  Canada's  wide  open  spaces 
arc  a  irjuch  greater  lure  than  its  cities. 
And  tourists  spend  relatively  little 
when  visiting  the  wild  to  view  the 
moose  and  whales.  With  Americans 
leery  of  European  and  other  foreign 
travel  because  of  terrorism,  and  with 
the  U.S.  dollar  worth  $  1 .40  in  Canada, 
1986  looked  like  Canada's  year.  So 
Ottawa's  Ministry  of  Tourism  laid  on 
a  $20  million  advertising  campaign  to 
drum  up  traffic.  It  seems  to  be  work- 
ing. In  the  first  quarter,  visits  by 
Americans  rose  more  than  10%  (com- 


A  Ccumdicui  nicxjse 


Wildlife  doesn't  pay. 


pared  with  3%  last  year).  And  in  cities 
like  Toronto,  Montreal  and  Vancou- 
ver (whose  world's  fair  is  a  major 
lure),  hotels  are  fuller  than  they  have 
ever  been. 


How  to  burn  the  burgers 

Liberty  Weekend  was  a  roaring  suc- 
cess, but  Burger  King  has  some 
explaining  to  do.  On  July  5,  800,000 
people  packed  New  York  City's  Cen- 
tral Park  for  a  monster  concert,  hosted 
by  Kirk  Douglas  and  Angela  Lansbury 
and  featuring  Zubin  Mchta  and  the 
New  York  Philharmonic,  cellist  Yo- 
Yo  Ma,  violinist  Itzhak  Perlman  and 
the  U.S.  Marine  Band.  A  highlight  was 
Marilyn  Home,  Leona  Mitchell,  Pla- 
cido  Domingo,  Sherrill  Milnes  and 
the  New  York  Choral  Artists  singing 
Schiller's  Ode  to  Joy  from  Beethoven's 
Ninth  Symphony.  Burger  King  picked 
that  moment  to  send  a  helicopter  clat- 
tering directly  overhead,  flashing 
greetings  from  the  fast-food  chain.  Far 
from  selling  burgers,  the  copter's  mes- 
sages enraged  the  crowd.  During  a 
commercial  break  after  the  perfor- 
mance, the  horde  rose,  booing  and 
chanting  "Boycott  Burger  King." 


Soldiering  in  stocks 

You'll  never  get  rich  in  the  Army, 
the  old  song  goes,  but  you  can  try. 
Cadets  at  the  Virginia  Military  Insti- 
tute are  getting  a  little  Wall  Street 
drill.  Last  September  the  Lexington, 
Va.  military  school  advanced 
$200,000  out  of  Its  $52  million  en- 
dowment fund  to  two  groups  of  15 
students  each  for  stock  trading.  When 
they  closed  out  their  positions  in 
May,  the  cadets  had  made  $64,000  for 
VMI,  a  32%  gain  on  stocks  like 
Boeing,  Southland,  Waste  Manage- 
ment, Wal-Mart  and  Sigma  Aldrich. 
Robert  Wentz,  director  of  finance  for 
the  VMI  Foundation,  established  the 
program  in  1984,  when  a  group  of 
students  asked  permission  to  form  an 
investment  club  by  pooling  $25 
apiece.  Wentz  suggested  instead  that 
they  assume  responsibility  for 
$100,000,  stipulating  that  they  invest 
no  more  than  10%  in  any  one  stock 
and  no  more  than  15%  in  one  indus- 
try. After  training  in  the  basics  of 
reading  financial  results  and  using 
some  Dow  Jones  software  donated  by 


Better,  Again* 


TANDY 
3CXX)HD 

35  MB 


Presenting  the  new  Tandy  3000  HD  with  35  megabytes. 
I        The  affordable  answer  to  IBM^s  new  PC/AT 


If  you  see  the  Tandy  3000  as  a  su- 
)erb  value,  but  yearn  for  even  more 
)ower,  we  have  the  answer.  Our  en- 
la/icW  Tandy  3000  HD  has  in- 
Teased  memory — a  full  640K.  Plus, 
ou  get  hard  disk  storage  that's  not 
i)nly  faster,  but  expanded  in  capac- 
ty  to  35  megabytes. 

And  yes,  the  new  Tandy  3000  HD 
^  compatible  with  IBM's  recently 
iitroduced  PC/AT.  But  like  the  rest 
if  our  pc-compatible  computers, 
he  Tandy  3000  HD  sells  for  consicl- 
'rahly  less  than  its  IBM  counterpart. 


The  Tandy  3000  was  designed  for 
use  with  both  the  MS-DOS®  and 
XENIX®  operating  systems.  Using 
XENIX  and  low-cost  display  termi- 
nals, you  and  your  associates  can 
use  the  Tandy  3000  siniultimeoush: 
The  Tandy  3000  can  also  be  con- 
nected with  other  MS-DOS®  com- 
l^uters  in  a  local  area  network. 

Stop  by  your  nearest  Radio  Shack 
Computer  Center  today  and  tell 
them  vou're  interested  in  the  35- 
megaliyte  Tandy  3000  HD.  And 
thanks.  Again. 


Compare  the  Tandy  3000  HD 
with  an  IBM®  PC/AT 


Feature  Description 

Tandy  3000  HD 

IBM  PC/AT 

f^lock  Speed 

8  MHz 

H  MHz 

Standard  Memory 

640K 

512K 

Maximum  Memory 

12MB 

10MB 

Hard  Drive 

35MB 

30MB 

Card  slots 

10 

8 

Price 

$4499 

$5295* 

Available  at  over  1200 
Radio  Shack  Computer  Centers  and  at 
participating  Radio  Shack  stores  and  dealers. 

Radio /haeK 

COMPUTER  CENTERS 

A  DIVISION  OF  TANDY  CORPORATION 


"Based  on  IBM  PC  price  list,  April  2,  1986  Tandy  3000  HD  price  applies  at  Radio  Shack  Computer  Centers  and  at  participating  stores  and  dealers  for  a  25-4001  witti  25-4068,  26-5162 


a  Virginia  stock  brokerage  firm,  the 
cadets  made  a  modest  $7,000.  This 
school  year,  when  Wentz  added  a  sec- 
ond group  and  raised  the  ante  to 
$200,000,  the  results  were  more  im- 
pressive. And  although  the  program 
gives  no  academic  credit,  it  is  so  popu- 
lar that  more  than  60  students  have 
applied  for  next  fall's  30  slots. 


The  gift  of  tongues 

Business  may  be  getting  more 
global  by  the  day,  but  business- 
men still  don't  talk  the  same  lan- 
guage, even  when  discussing  such  ba- 
sics as  assets  and  liabilities.  That  la- 
ment comes  from  Larry  Horner, 
chairman  and  chief  executive  of  Peat 
Marwick,  the  international  CPA  firm. 
Even  in  Britain  and  the  U.S.,  whose 
accounting  systems  have  a  common 
ancestor,  terms  don't  match,  he  says. 
U.K.  accountants,  he  says,  put  British 
Oxygen  Group's  1983  earnings  at  £55 
million  under  their  depreciation 
rulcs;  by  U.S.  standards,  earnings 
were  £93  million.  In  Germany  and 
Switzerland,  where  stable  earnings 
are  prized,  hidden  reserves  to  smooth 
year-to-year  earnings  are  sound  prac- 
tice; U.S.  disclosure  rules  prohibit 
such  goings-on.  As  far  back  as  1973, 
Horner  notes,  the  International  Ac- 
counting Standards  Committee  creat- 
ed a  common  language  that  he  calls 
the  "Rosetta  stone"  for  accountants, 
but  not  too  many  businessmen  seem 
to  be  listening.  It  will  probably  take  a 
higher  power  to  achieve  uniform  ac- 
counting rules,  he  says:  "The  lASC  is, 
after  all,  only  a  professional  body — 
not  a  governmental  one." 


A  ban  or  a  boon? 

Ronald  Dellums,  the  Democratic 
congressman  from  Oakland, 
Calif.,  may  not  have  realized  it,  but 
his  anti-apartheid  resolution  that  was 
whooped  through  the  House  last 
month  could  result  in  a  $3.2  billion 
gift  from  the  U.S.  to  South  Africa.  The 
bill  would  ban  all  financial  and  com- 
mercial dealings  with  Pretoria.  U.S. 
banks,  led  by  Manufacturers  Hanover, 
Chase,  Morgan  Guaranty  and  Citi- 
corp, are  now  owed  about  $3.2  billion 
by  South  African  private  companies 
and  banks  (they  stopped  lending  to 
the  government  years  ago).  The  Del- 
lums proposal  means  they  would 
have  to  forget  about  ever  collecting 
the  money.  The  bill  is  given  little 
chance  in  the  Senate  and  even  less  in 
the  White  House,  but  a  substitute  pro- 
posed by  Senator  Edward  Kennedy 


The  other  side  of  the  coin. 


(D-Mass.)  could  well  make  it.  This 
would  ban  future  bank  loans  but 
would  recognize  existing  ones  (and 
the  right  to  collect  them).  It  would 
also  protect  other  U.S.  holdings  in 
South  Africa,  thus  preventing  the  fire 
sale  that  could  follow  in  the  wake  of 
the  Dellums  legislation.  The  banks 
are  already  in  a  bind.  Last  year  South 
Africa,  most  of  whose  debts  are  short 
term  and  thus  subject  to  immediate 
call,  ruled  that  foreign  banks  (which 
are  owed  a  total  of  $10  billion)  could 
collect  only  on  maturing  debt,  and 
that  subject  to  a  5%  limit  for  1986. 


The  joys  of  living 

In  this  world  of  getting  and  spend- 
ing, being  rich  doesn't  matter  for 
those  over  100.  That's  the  salient 
finding  in  a  survey  of  more  than  200 
centenarians,  all  policyholders  with 
Colonial  Penn,  the  Philadelphia  in- 
surance group.  Money  was  rarely 
mentioned  as  important,  with  family, 
friends  and  good  health  taking  prece- 
dence. Most  said  they  lived  on  no 
more  than  $4,000  to  $8,000  a  year. 


The  half-life  of  videotex 

The  industry  that  sells  at-home 
data  via  telephone  seems  dead. 
The  consumer  videotex  market  will 
generate  a  modest  $78  million  this 
year,  with  only  about  1  million  sub- 
scriptions. Two  major  players, 
Knight-Ridder  and  the  Times  Mirror 
Co.,  have  dropped  out,  leaving  only 


Dow  Jones,  CompuServe  and  The 
Source,  a  Reader's  Digest  subsidiary, 
to  serve  the  consumer  market.  But 
manufacturers  like  Digital  Equip- 
ment, IBM  and  Honeywell  have  high 
hopes  for  the  business  market,  where 
at  least  340  videotex  computer  sys- 
tems, each  averaging  200  terminals, 
are  now  used  by  companies  like  Gen- 
eral Motors,  Ford  and  Moody's  Inves- 
tor Services  and  agencies  like  the 
Food  &.  Drug  Administration  to  ac- 
cess price  lists,  bond  ratings,  person- 
nel policies,  product  descriptions  and 
X-ray  emission  standards.  The  cost  to 
a  business  runs  from  $100,000  to  $1 
million  for  modest  stand-alones  and 
software  to  systems  integrated  into 
large-scale  mainframe  computer  net- 
works. The  corporate  market  should 
reach  $400  million  a  year  by  1990, 
with  5,500  installed  systems,  says 
Link  Resources,  the  New  York  City- 
based  computer  market  research  firm. 
The  average  number  of  terminals  per 
system  will  grow,  too,  it  says,  led  by 
demand  from  government  agencies 
and  companies  in  banking  and  fi- 
nance, insurance,  market  services  and 
wholesale  and  retail  trade. 


Bonuses  for  the  masses 

The  incentive  bonus,  long  the  pri- 
vate preserve  of  board-level  execu- 
tives, is  working  its  way  through  the 
ranks,  according  to  John  Culbertson, 
managing  director  of  Milliman  &. 
Robertson,  a  Seattle  actuarial  consul- 
tant. Companies  want  to  break  out  of 
the  trap  of  regular  raises,  which  they 
view  as  a  sort  of  permanent  annuity. 
Incentive  bonuses  down  the  line,  he 
says,  can  be  a  replacement.  At  a 
multibillion-dollar  forest  products 
company,  for  example,  only  1,000  em- 
ployees, earning  $75,000  or  more, 
were  eligible  for  bonuses  last  year. 
This  year  the  company  made  them 
available  to  5,000  employees  with  sal- 
aries as  low  as  $35,000  a  year,  he  says. 
Before  paying  bonuses,  the  company 
must  meet  its  profit  targets,  and  em- 
ployees must  meet  its  admittedly 
subjective  individual  performance 
standards.  In  another  case,  a  hospital 
has  raised  the  number  of  bonus-eligi- 
bles  to  12,  from  none  last  year,  and 
the  number  could  reach  50  by  1987. 
Bonuses  generally  range  from  10%  to 
12%  of  salary,  with  raises  no  more 
than  the  current  inflation  rate,  now 
3%  a  year,  Culbertson  says.  But  be- 
cause they  are  not  paid  to  everyone, 
and  this  year's  largesse  does  not  guar- 
antee next  year's,  the  chain  of  lock- 
step  wage  increases  is  broken. 


\N  AMERICAN 
COMMUNICATIONS 
SATELLITE 
FOR  JAPAN  IS  A 
BREAKTHROUGH. 
OtT  MADE  IT 
HAPPEN. 


In  1987,  the  first  of  two  Hughes-built  satellites  will 
be  launched  into  geosynchronous  orbit,  supplying  the 
islands  of  Japan  with  a  high-quality,  low-cost  domes- 
tic satellite  system.  For  the  first  time,  64  high-powered 
satellite  transponders  will  be  available  for  the 
Japanese  video  and  telecommunications  industry. 
Hughes  Cotiimunications  is  providing  technical 
and  marketing  know-how  to  help  Japan  build  a 
commercial  satellite  communications  industry 

virtually  fi-om  scratch. 

To  accomplish  this,  Hughes  has  entered 
into  a  landmark  commercial  agreement, 
a  unique  partnership  called  the  Japan 
,  Communications  Satellite  Company.  The 
partnership  is  a  joint  venture  of  Hughes 
Communications  and  two  highly  respected 
Japanese  firms-C.  Itoh  and  Mitsui- 
and  it  represents  a  breakthrough  in 
trade  relations  as  well  as  in  communications. 

For  the  first  time  ever,  the  Japanese  tele- 
communications business  has  been  opened 
to  outside  participation  in  ownership,  a 
sharp  reversal  in  Japanese  government 
policy.  What's  more,  Japan  is  actually 
importing  American  equipment,  as 
well  as  utilizing  American  experience 
in  developing  new  telecommunications 
markets  which  have  not  previously 
existed  in  Japan. 


Hughes  Communications'  operations  in 
Japan  are  proving  successful  because  of 
our  ability  to  provide  both  state-of-the-art 
technology  and  the  imagination  necessary 
to  make  that  technology  a  reality.  That  kind 
of  ability  is  why  customers  as  diverse  as  the 
U.S.  Navy,  IBM,  and  MCI  come  to  us  for 
their  satellite  communications. 

Innovation,  reliability,  proven  expertise. 

Hughes  Communications.  People 
with  extraordinary  requirements  come 
to  us  for  extraordinary  solutions. 


WE  MAKE  IDEAS  HAPPEN. 

HUGHES 

COMMUNICATIONS 


HUGHES 

AIRCRAFT  COMPANY 


HUGHES  COMMUNICATIONS,  INC. 

a  subsidiary 


Scouting  New 
Territdey 


KANSAS 
CITY    ST.  lOUl? 


you  don't  have  to 

Xtake  a  lot  of  time 
and  trouble  to  search 
for  a  new  industrial  ^ 
site.  Norfolk  Southern, 


NEW  ORLEANS 


The  Thoroughbred  of  Transportation, 
has  already  studied  the  territory. 

But  exploring  thousands  of  acres  of 
land  is  only  the  beginning  for  Norfolk 
Southern's  industrial  development 
experts.  They'll  find  access  to  the 
highway  systems  you  need.  They'll 
scout  navigable  waterways,  utility 
services,  even  work  forces.  No  one 
need  ever  know  you're  looking  for  a 


site  until  you're  ready 
to  tell  them. 

A  site  on  Norfolk 
Southern  brings  with 
.  it  all  the  benefits  of 
Thoroughbred  Service:  first-class  equip- 
ment,  quick  responses,  innovations  to 
meet  your  needs. 

For  more  information,  call  John 
Anderson,  Norfolk  Southern's 
Assistant  Vice  President,  Industrial 
Development,  (404)  529-1591.  He, 
and  a  whole  team  of  good  scouts,  can 
help  you  settle  in  the  territory  that's 
right  for  you. 


NORFOLK 
SOUTHERN 


Follow-Through 


THE  KNICKERBOCKER 
CHICAGO 


A  proud  history  repeats  itself. 

Duriri^^  the  1920,s,The  Knickerbocker 
Hotel  f)roudly  began  a  history  of  taste  and 
elegance  on  Chicago's  Gold  Coast. 

.Today,  its  lobby,  rooms,  restaurants, 
and  services  continue  in  this  tradition  of 
grace  and  charm.  Come  visit  The 
Knickerbocker... as  we  carry  on  our 
proud  history. 

Al  the  Top  of  the  Mdgnilicent  Mile, 
Walton  Place  al  Norlfi  Mu  hlyan  Avenue, 
(800)621-8140.(312)  7,51-8100 


rtRRfoflbTELS" 


Forbes  Subscriber  Service 

60  Fifth  Avenue 
New  York,  NY  10011 

Call:  1-800-772-9200  Ext.  338 

Change  of  Address.  Please  give  six  weeks 
notice.  Write  your  new  address  on  this 
form  and  return  it  with  a  recent  mailing 
label  from  the  magazine. 

New  Subscription.  To  order  Forbes,  fill  in 
the  form  and  return  it  with  a  check  for 
the  subscription  you  prefer.  □  1  year 
$42  □  3  years  $84  (the  equivalent  of 
one  year  free|.  Canadian  orders,  1  year 
$77C,  3  years  $173C.  Orders  for  other 
countries  add  $35  a  year  to  U.S.  rate. 

ATTACH  MAGAZINE  MAILING 
LABEL  OR  WRITE 
SUBSCRIBER  NUMBER  HERE 


Subscnber  number 


Name      (please  print] 


New  Address 


City 


State 


Zip 


Date  of  address  change 
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Se  habla  espanol  aqui 

Rene  Anselmo  of  Massachusetts 
took  a  Mexican  vacation  in  the 
late  1940s  and  stayed  for  12  years  pro- 
ducing musical  comedies.  While 
there  he  met  Emilio  Azcarraga,  owner 
of  Televisa,  the  private  Mexican  TV 
network,  who  wanted  to  sell  his  pro- 
grams in  the  U.S.  Anselmo  took  the 
job.  The  result  was  an  American  TV 
network  (now  labeled  SIN)  that  by 
1982  was  broadcasting  24  hours  a  day 
to  20  million  Spanish-speaking  U.S. 
residents,  77%  of  that  market.  An- 
selmo ran  SIN  and  also  headed  Span- 
ish International  Communications 
Corp.,  which  owned  five  TV  stations. 
Azcarraga  owned  20%  of  SICC,  An- 
selmo 24% .  Televisa  supplied  most  of 
the  programming;  the  Mexican  broad- 
caster held  75%  of  SIN,  Anselmo  held 
the  rest. 

Unfortunately,  there  was  static 
from  the  Federal  Communications 
Commission.  It  worried  about  wheth- 
er the  network's  market  share  was  a 
monopoly  and  whether  Azcaragga's 
20%  share  of  SICC  and  its  five  sta- 
tions violated  the  law  restricting  TV 
licenses  to  American  citizens 
(Forbes,  Nov.  22,  1982). 

Last  January,  with  the  network's 
annual  revenues  running  around  $80 
million,  the  FCC  said  it  would  lift  the 
licenses  of  its  five  stations  in  San  An- 
tonio, Los  Angeles,  Fresno,  Miami 


and  Paterson,  N.J.  The  reason:  undue 
influence  by  foreign  interests,  namely 
Azcarraga.  It  threatened  the  same  fate 
for  stations  in  San  Francisco  and 
Phoenix,  in  which  Anselmo  had  ma- 
jor holdings. 

'Tn  effect,  they  are  saying  that  I  am 
an  agent  of  Emilio  Azcarraga,  so  I  am 
a  foreigner,"  says  Anselmo.  "This  is 
nonsense.  After  three  years  of  hear- 
ings and  investigations,  the  FCC 
came  up  with  no  wrongdoing." 

SICC  appealed,  then  abandoned  the 
fight  and  decided  to  sell  its  five  sta- 
tions. Enrique  Hernandez,  a  former 
Los  Angeles  police  lieutenant  with 
several  security-related  businesses, 
offered  $266  million.  A  $340  million 
offer  came  from  a  group  headed  by  A. 
Jerrold  Perenchio,  whose  company 
Perenchio  Television  Inc.  is  a  partner 
in  a  Spanish-language  station  in  New 
York  City. 

But  SICC  wanted  at  least  $400  mil- 
lion and  hired  Bear,  Steams  to  solicit 
bids.  Perenchio's  group,  including 
William  Thompson  of  Boston  Ven- 
tures, Ltd.,  added  to  its  ranks  former 
U.S.  Ambassador  to  Mexico  John  Ga- 
vin and  continued  bidding  but  recent- 
ly dropped  out.  Meanwhile,  in  June, 
the  FCC  had  dropped  its  action  against 
the  five  SICC  stations  in  exchange  for 
an  agreement  that  they  be  sold  within 
60  days.  The  San  Francisco  station 
must  be  sold  within  180  days. 

Anselmo  resigned  as  president  of 
SICC  and  sold  his  25%  interest  in  the 


Rorie  A>iselmo 

What  to  do  when  the  FCC  calls. 


Tve  had  to  convince  a  lot  of 
skeptics  that  we  give  you  more 
than  commission  discounts? 


"The  message  Fm  getting,  when  I  talk  to 
our  customers,  is  that  investors  first  come 
to  Schwab  for  discounts  on  brokerage  com- 
missions. And  why  not?  That's  what  this 
business  is  all  about. 

"But  the  reason  investors  stay  with  us— 
and  the  reason  we  serve  more  investors 
than  any  other  discount  broker— is  because 
of  our  service.  And  I'm  glad  to  hear  that. 
Because  I've  had  to  convince  a  lot  of  skeptics 
that  we  offer  great  services— like  24 -hour 
order  entry  and  instant  executions  on 
most  market  orders— in  addition  to  our 
discounted  rates. 

"So  if  you  want  commission  discounts 
but  you  also  want  these  services— and 
more— then  write,  or  give  us  a  call." 

Charles  R.  Schwab,  Chairman, 
Charles  Schwab  &  Co.,  Inc. 

For  a  free  discount  brokerage 
booklet,  call  toll  free  today: 

1-800-554-7000 

Or  mail  this  coupon. 


□  YES!  Please  send  me  free 
discount  brokerage  information. 

Name  


Ibrokhh  can; 


Please  PnnI  Clearly 


Address. 


City_ 


Stale/Zip. 


Charles  Schwab 

America's  Largest  Discount  Broker 

Member  SIPC/Ncw  York  Stoek  Exchange.  Inc. 

101  Montgomery  St.,  San  Francisco,  CA  94104 

Over  90  offices  coast  to  coast 
mn  _  crtann 


On  hiring:  "No  one  can  be  right  all  of  the  time,  but  it  helps  to  be  right  most  of  the  time  " 
Robert  Half  on  Hiring  by  Robert  Half  (Crown ) 

Dont 
settle 
for 
second 
best. 

Using  a  specialist  will  increase  your  success  in 
hiring  accounting,  financial  and  edp  personnel— and 
using  Robert  Half,  the  most  experienced  personnel 
specialist,  will  increase  your  chance  of  success  even 
more.  Here's  why; 

•  You'll  be  getting  highly  personalized  service  from 
professionals  who  understand  your  financial  and 
edp  needs. 

•  You  won't  waste  time  with  uncjualiHed  candidates. 
(We'd  prefer  not  to  fill  the  job,  rather  than  refer 
someone  who  doesn't  fit.) 

•  You'll  have  the  advantage  of  the  resources  of  the 
largest  organization  in  the  financial  and  data  pro- 
cessing personnel  field,  with  offices  on  three 
continents. 

•  You  pay  nothing  unless  we  fill  the  job.  And,  we  back 
each  and  ever>'  placement  with  a  liberal  guarantee. 

Next  time  you're  looking  for  an  accc^untant,  financial 
or  edp  professional,  call  a  ncarb\'  Robert  Half  office. 
You'll  be  glad  you  did. 


BXl  ROBERT 
IjHnLF 

■ni^qH  accounting,  financial  and  edp 
LmUU  personnel  specialists 


SIN  network  to  Tclcvisa,  giving  it 
complete  ownership.  He  still  hopes  to 
retain  his  .5S%  interest  in  the  Phoenix 
station.  And  if  he  loses?  He  has  a  new 
venture — Pan  American  Satellite 
Corp. — into  which  he  has  poured  $10 
million  to  develop  a  satellite  TV  link 
from  the  U.S.  to  Latin  America. 


A  toy  to  remember 

In  1984,  when  J.B.  Nethercutt, 
chairman  of  Merle  Norman  Cos- 
metics, paid  $800,000  for  a  1936  SJN 
Duesenbcrg  Rolston  convertible,  it 
set  a  wodd  record.  In  198.S  the  1930 
Bucciali  TAV  8  coupe  owned  by  Cali- 
fornia real  estate  developer  Ken  Beh- 
ring — the  car  is  the  world's  only 
known  complete  and  running  Buc- 
ciali— was  approaching  the  $1  million 
mark  in  value  (Forbes,  Oct  2H.  /9<S'5). 

Those  records  were  run  clear  off  the 
track  last  month  when  Jerry  Moore,  a 
Houston  shopping  center  builder, 
paid  $6.5  million  for  a  1931  Bugatti 

I  K  mils  AilkT 


//)('  solid  ;j,<)UI  l',u;^(itli 
A  Texas-size  price. 


Royale  Bcrlinc  de  Voyage.  The  20-foot 
black-and-yellow  beauty  was  one  of 
six  left  of  seven  built  by  Ettore  Bugatti 
in  France.  Its  original  price  tag  was 
$45,000,  and  its  last  owner,  the  late 
casino  operator  William  Harrah,  paid 
$50,000  for  it  in  1964. 

Moore's  chance  at  the  Bugatti  came 
because  Holiday  Inns,  which  bought 
Harrah's  hotels  and  casinos  six  years 
ago,  could  find  no  place  in  the  corpo- 
rate scheme  for  a  collection  of  1,200 
automobiles,  plus  assorted  antique 
airplanes  and  railroad  trains. 

The  Houston  builder  is  already  a 
power  in  the  classic  car  game.  Before 
his  purchases  at  the  Sparks,  Nev.  auc- 
tion (where  he  came  armed  with  a  $40 
million  line  of  credit),  Moore  already 
owned  270  classic  autos,  including  26 
Duesenbergs,  worth  perhaps  $80  mil- 
lion. A  son  of  Polish  immigrants,  the 
58-year-old  developer  says  he  buys 
cars  because  "when  1  was  a  kid,  I 
didn't  have  one."  He  says  they  arc 
sound  investments,  "better  than  CDs 
or  a  savings  account." 

And  buying  the  Bugatti  was  fun.  "I 
just  wanted  the  biggest  toy  on  the 
block,"  he  told  reporters. 


®  1985  Robert  Half  International  Inc.  All  ofliccs  mdcpendenily  owTied  and  opt'Mled- 
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—Computer  backup 
excuse  ^1,567 


Everybody  has  the  itch  to 
get  out  of  doing  their  computer 
backup.  Because  backing  up  is 
about  as  exciting  as  staring  at 
your  bunions. 

Yet  not  doing  your  backup 
has  a  downside,  too. 

One  hotel  we  heard  about 
used  an  electronic  wake-up  service. 
When  a  guest  wanted  a  wake-up 
call,  the  hotel  operator  would 
program  the  time  into  the  com- 
puter, which  would  automatically 
call  the  guest  at  the  proper  time. 

One  night  when  a  guest 
called  in  to  cancel  his  previous 
request,  the  operator  sent  the 
"cancel"  command  through  the 
computer  and  accidentally  ended 


up  canceling  a/i  the  wake-up  calls. 
She  never  backed  up  those  calls. 
She  does  now. 

The  moral  is,  do  your  backup. 
On  floppies  if  you  don't  have 
much  memor)'.  Or,  if  you  have  10 
Mbytes  or  over,  on  data  cartridge  — 
a  3M  developed  technology  whose 
time  has  come. 

The  space-saving 
3M  DC  2000 
data  cartridge, 
for  example, 
holds  40 


Mbytes  of  information.  You'd  need 
80  floppies  to  store  that  much. 
And  it  can  fit  in  your  shirt  pocket. 

For  more  true-to-life  "horror 
stories"  of  people  who  didn't  back 
up,  ask  your  computer  products 
dealer  for  our  booklet  "Horror 
Stories!' 

Because  it's  fun  to  read  about 
other  people's  horror,  but  someday 
shoe  could  be  on  the  other  foot. 

When  you 
run  out  of 
excuses.™ 


Readers  Say 


stock  Rx 

Sir:  Rc  "Fund  madness"  (June  30). 
When  doctors  start  buying  mutual 
funds,  it's  time  to  locate  the  exit 
signs.  I  recall  a  quote  by  Philip  Garret, 
president  of  Garret  &.  Go.  Inc.,  that 
when  his  doctor  was  down  on  stocks 
and  he  would  never  own  another 
stock,  Mr.  Garret  was  happy  he  was 
fully  invested. 
—Bill  Washhum 
Shawttee,  Okla 


Lawyers  and  liability 

Sir:  Re  "Why  Gongress  Won't  Deal 
With  Liability  Insurance  Insanity," 
(h'act  and  Corn/nent.  June  16).  I  suggest 
the  following  text  for  your  back  page 
from  Luke  11:46.  "And  he  said.  Woe 
unto  you  also,  ye  lawyers!  for  ye  lade 
men  with  burdens  grievous  to  be 
borne,  and  ye  yourselves  touch  not 
the  burdens  with  one  of  your  fingers." 
— George  J  Recorch; 
Oklahoma  Cit\\  Okla. 

Sir:  One  more  piece  of  Americana 
threatened?  Neither  the  diesel  loco- 
motive, government  nor  merger  has 
killed  the  steam  locomotive — will  the 
lawsuit  finally  do  it?  And  what  next? 
The  circus?  Baseball?  Ghurch  picnics? 
— Randall  D.  Gustafson 
Kennedy,  N.Y. 


Steam-Train 
Trips  Canceled 

Buffalo-to-Corning  steam-train  excur- 
sions planned  for  May  31  and  June  1,  7 
and  8  have  been  canceled  by  the 
Western  New  York  Historical  Society 
due  to  an  an  ongoing  liability  insurance  j 
crisis. 


New  high 

Sir:  Thank  you  for  "Reagan  And  His 
'Omics  Reach  New  High  At  Summit" 
(Fact  and  Comment,  June  2).  You  were 
very  kind,  and  I'm  most  grateful. 
— Ronald  Reagan 
The  White  House 
Washington.  D  C. 


Popularizing  the  right 

Sir:  Re  your  very  generous  comments 
on  my  [Nicaragua]  speech  (Fact  and 


Commetitjime  16).  The  position  I  took 

is  not  yet  popular  but  it  is  right — and 

it  is  the  responsibility  of  editorialists, 

speakers,  etc.  to  make  what  is  right — 

popular. 

— Richard  Nixon 

New  York,  N  Y. 


Make  me  an  offer 

Sir:  Ghevron  would  be  delighted  to 
sell  its  majority  shares  in  Huntington 
Beach  Go.  ("Land  grab,"  June  16]  at 
the  prices  mentioned  by  the  "experts" 
quoted  in  your  article  ($1,000  to 
$1,300  a  share).  Interested  buyers 
should  send  their  offers  to  my  atten- 
tion, with  checks  for  a  minimum  of 
$200  million. 
— George  M.  Keller 
Chainnan, 
Cherron  Corp. 
San  Francisco,  Calif. 


We're  oldest  and  best 

Sir:  The  article  "An  officer,  not  a 
businessman"  (June  30)  omitted  the 
academy  of  the  oldest  armed  service 
of  this  country,  the  U.S.  Goast  Guard. 
Since  we  are  under  the  jurisdiction  of 
the  Department  of  Transportation 
and  not  the  Department  of  Defense, 
we  receive  less  publicity.  Admission 
to  the  Goast  Guard  Academy  is  based 
on  the  individual  merit  of  each  appli- 
cant, with  no  geographical  quotas. 
There  are  no  congressional  or  presi- 
dential appointments. 
— S.F.  Burton 
Commander,  USCG, 
Chief,  Officer  Recruiting  Branch, 
U.S.  Coast  Guard 
Washington.  D  C. 


Annoyed  executive 

Sir:  Your  cover  story,  which  com- 
pared the  Honda  Plant  at  Marysville, 
Ohio  to  our  Jeep  Plant  in  Toledo, 
Ohio,  was  a  below-the-belt  punch 
(June  16),  one  of  the  great  apples-and- 
oranges  jobs  of  all  times. 

It's  not  an  earth-shaking  revelation 
that  a  three-year-old,  nonunionized 
plant,  which  builds  a  single  line  of 
two-whecl-drive  subcompact  cars, 
would  be  more  cost-efficient  and  have 
greater  productivity  than  a  unionized 
complex  of  plants,  some  of  which  date 
back  to  the  early  1900s,  that  produces 
five  different  lines  of  trucks  and  utili- 


ty vehicles  that  come  in  both  two- 
wheel  drive  and  four-wheel  drive. 

There  are  several  other  very  signifi- 
cant points. 

Honda's  plant  distributes  its  single 
product  to  one-half  of  the  U.S.  (the 
other  half  has  production  coming 
from  Japan),  and  our  plant  distributes 
its  five  products  to  the  entire  U.S., 
Ganada  and  other  markets  around  the 
world.  .  .  .  The  unionized  versus  non- 
unionized   arrangement   means  we 
have  about  600  more  employees  for 
that  reason  alone. 
—Joseph  F.  Capp  y 
President  and  Chief  Fxecutive, 
America)!  Motors  Cotp. 
Southfield,  Mich. 

For  more,  see  p.  25. — MSF 


Dont  tread  on  me 

Sir:  Re  "Snakes  Don't  Strike  Us  As 
The  Way  To  Sell"  (Fact  and  Comment, 
June  16).  In  1979  we  developed  an  ad 
for  our  client  Garol  Gable  Go.  using  a 
python  as  the  talent.  We  found  snakes 
to  be  an  excellent  way  to  sell,  as  this 
ad  consistently  received  trade  publi- 
cation readership  awards  for  the  two 
years  that  it  ran. 
—Walter  C.  Caller 
Account  Supervisor, 
Wooding  &  fiousley  Adi  ertising,  Inc. 
Providence,  R.l. 


4e  Company.  P*y'^»t.mma:CtnlCal>ltO»VMV 


Low-cost  insurance? 

Sir:  Is  it  really  so  burdensome  for  Dun 
&  Bradstreet  (On  the  Docket.  May  19)  to 
"routinely  send  credit  reports  ...  to 
the  companies  themselves  for  com- 
ment"? I  would  have  thought  this  to 
be  a  low-cost  approach  to  avoiding  the 
erroneous  D&B  that  can  destroy  a 
company. 
— Douglas  M.  Katp 
New  York,  N  Y. 
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The  property/casualty  percentage  of  our  total  business  is  dov 


Lite  Insurance  In  Force 


1981      $11.0  Billion  1 

1985 

$29.6  Bitlion 

Life  Insurance  Premiums 

1981    $151  Million 

1985 

$638  Million 

Early  in  this  decade,  Continental's  re- 
sources were  almost  totally  committed  to 
the  unpredictable,  roller-coasterlike  prop- 
erty/casualty insurance  business.  As  part  of 
a  new  strategy  for  growth,  we  made  a 
tough  decision:  build  up  other,  more  sta- 
ble revenue  sources  and  at  the  same  time 
remain  a  strong  selective  marketer  in 
the  property/casualty  arena.  Our  life  and 
health  insurance  business  offered  a  prom- 
ising avenue  for  development. 


The  strategy  is  becoming  reality.  Frorr 
8  percent  of  premiums  in  1981,  life  and 
health  has  grown  to  15  percent  in  1985. 
Part  of  the  increase  is  attributable  to  the 
acquisition  of  William  Penn  Life,  a  nichi 
company  focusing  on  life  and  annuity 
sales  to  high-income  households  and 
small  businesses.  Some  of  this  new  pre 
mium  has  been  generated  from  the  fast 
growth  of  our  Loyalty  Life  subsidiary 
which  is  cultivating  life  business  from 


n 


gnificantly  since  1981.' 


jperty/casualty  agents.  And  part  of  the 
irrease  comes  from  the  expansion  of  our 
ummercial  Life  subsidiary,  one  of  the  top 
iters  of  group  association  accident  and 
alth  insurance. 

A^e  made  other  changes  in  keeping 
th  our  new  corporate  strategy.  Like  reor- 
lizing  our  resources  to  better  serve 
ional  insurance  brokers  and  their  cus- 
ners.  And  refining  our  independent 
3ncy  network  in  order  to  develop  long- 

i 


Photographed  at  Continental's 

world  headquarters  in  New  York  City  V 

financial  district. 


term  ties  with  a  handpicked  group  of 
profit- oriented  agents.  We've  also  added 
new  distribution  channels. 

We  believe  today's  Continental  has 
the  future  covered. 

To  learn  more,  write  for  our  latest 
annual  report:  The  Continental 
Corporation,  Dept.  RG,  Corporate 
Communications,  180  Maiden  Lane, 
New  York,  NY  10038.  Or  call 
(212)  440-7747. 


Insi 


Continental 
Insurance 

We  have  the  future  covered." 


Aefospace 


Engineering 


All  the  new 
technologies. 
And  nothing  but 


® 


Flanders  Technology  International 
The  fair  where  micro-electronics, 
biotechnology  and  new  nnaterials  come 
together  and  combine  into  successful 
business  opportunities. 

FTI  also  features  a  series  of  seminars,  a 
Research  Center  and  a  Technology  Transfer 
Center. 

FTI  :  the  third  edition.  A  trade  fair  which 
moves  into  third  gear.  All  is  set  to  improve 
upon  the  exceptional  success  rate  of  the 
1985  edition,  which  brought  together  800 
exhibitors  from  35  different  countries  and 
welcomed  204,000  visitors.  The  highly 
efficient  Technology  Transfer  Center 
averaged  400  business  contacts  per 
participant. 

FTI  :  an  ideal  launching  pad  for  the 
development,  the  marketing  and  the 
implementation  of  new  products  and  new 
ideas. 

FTI  :  from  May  1 1  to  May  1 7,  1 987,  in 
Ghent. 

Write  it  in  your  agenda  now.  Or  make  sure 
your  computer  remembers.  But  above  all  ;  be 
there. 


flanders 
technology 
international 

International  trade  fair 
for  new  technologies 


Please  send  me  the  Flanders  Technology 
International  1987  brochure. 


Name  : 


Function  :   

Company  :   

Area  of  activities 
Address  :  


Flanders  Expo  c/o  Internationale  Jaarbeurs  van  Vlaanderen, 
Internatlonaal  Congrescentrum,  B-9000  Gent  Belgium. 


'With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Fbrbes,  Editor-in-Chief 


WOULDN'T  YOU  RATHER  HAVE  COMPANIES  TAXED  MORE 


and  have  less  taken  from  your  paycheck? 

Sure  you  would,  and  that's  why  those  in  public  office  are 
supporting  the  new  tax  bill. 

It  does  just  that. 

The  fact  that  you'll  pay  in  the  end  through  price  increases 


doesn't  detract  from  the  attraction.  We  all  know  that  litany, 
"Don't  tax  me,  tax  that  other  fellow  under  the  tree." 

Well,  that's  what  tax  reform  seems  to  accomplish. 

It  may  be  an  illusion,  but  illusions  are  oftimes  more 
appealing  than  reality. 


MRS.  MITTERRAND  QUESTIONS  RAND  ARASKOG 

ITT's  stunning  decision  to  negotiate  the  sale  of  its  On  the  Fourth  of  July  aboard  the  Forbes  Highlander;  the 

European  telecommunications  business  for  $2  billion  to  wife  of  the  French  President  asks  ITT's  CEO  Araskog,  "Is 

Compagnie  Generale  d'Electricite  will  give  France  a  big  our  marriage  completed?"  Replies  the  beaming  Rand, 

leg  up  in  this  age  of  communications.  "Almost!" 


WHAT  A  TRAVESTY  THESE  5  4 

are  making  of  President  Reagan's  dedication  to  reducing 
government  interference  in  and  envelopment  of  American 
lives  and  freedoms. 

First,  by  one  vote,  they  reverse  prior  Court  decisions  and 
put  state  and  local  police  back  in  adult  bedrooms. 

A  couple  of  days  later,  again  by  a  one-vote  majority,  the 
current  Supreme  Five  give  states  the  power  to  ignore  First 
Amendment  protection  for  truthful  advertising  of  prod- 


SUPREME  COURT  DECISIONS 

ucts  and  services  that  are  legal  to  sell. 

So,  if  some  New  Jersey  bureaucratic  advertising  police- 
man, for  instance,  decides  he  doesn't  like  the  advertising 
of  liquor  or  legalized  gambling,  messages  from  Dewar's  or 
Atlantic  City  casinos  can  be  prohibited. 

Boy,  "Big  Brother  is  Watching  You"  is  coming  back  with 
a  5-4  Supreme  vengeance.  So  much  for  Mr.  Reagan's  efforts 
to  get  government  off  people's  backs. 


AMERICANS  WHO  CAN  AND  WANT  TO  GO  ABROAD  AND  DON'T 


because  of  concern  about  anti-Americanism  or  lingering 
Chernobyl  fallout  are  victims  of  their  own  overhyped 
fears. 

Statistically,  the  relative  handful  of  touring  Americans 
injured  or  dead  from  terrorism  is  infinitesimal  compared 
with  the  greater  number  who  will  be  injured  or  dead 
touring  this  summer  on  U.S.  highways. 


What  an  irony — our  strike  against  the  Libyan  madman 
has  been  effective  to  a  degree  that  surprises  both  propo- 
nents and  its  vociferous  opponents. 

But  Americans,  scared  off  from  traveling  abroad,  are 
handing  Qaddafi  an  economic  victory  of  a  size  and  sort 
that  even  in  his  wildest  rantings  he  could  not  have 
anticipated. 


AIRFARE  WARS  VICTIMIZE  TRAVEL  AGENTS 


Innocent  victims  of  airlines'  price  slashes  are  travel 
agents.  The  meat  and  potatoes  of  their  income  is  the 
percentage  received  from  the  carriers  for  the  tickets  they 
book.  Heretofore,  for  such  invaluable  service,  travelers 
have  mostly  paid  nothing  to  the  agencies. 

Now,  though,  the  commission  on  the  lovs^  stuff  is  far  too 


little  for  the  services  that  save  travelers  a  great  deal  of  time 
and  many  headaches. 

Fair  fees  for  agents  handling  the  booking  hassle  of  bar- 
gain airfares  is  as  fitting  and  proper  as  it  is  necessary. 

As  my  father  used  to  say,  who  can  make  a  living  giving 
away  what  they  sell? 


ROBERT  E.  LEE  WAS  NOT  ONLY  A  GREAT  BUT  A  PROFOUNDLY 

good  and  deeply  perceptive  man.  Here  are  three  instances  journalism,  and  the  idea  emerged  full-blown,  aimed  at 
of  the  abounding  many  from  the  book  Lec:  The  Last  Years    'young  men  intending  to  make  practical  printing  and  jour- 


(see  reinew,  opposite  page). 

When  Lee  took  on  the  bleak 
task  of  resuscitating  near-dead 
Washington  College  in  Virginia,  it 
was  virtually  bankrupt,  with  only 
a  handful  of  impoverished  stu- 
dents. One  of  his  first  additions  to 
the  curriculum  was  Spanish 
courses,  at  a  time  when  hardly  any 
were  available  in  colleges  and  uni- 
versities. He  did  it  because,  during 
the  Mexican  War  and  his  Army 
service  in  Texas,  he  foresaw  the 

importance  to  Americans  of  understanding  both  the  Span- 
ish language  and  the  culture  of  Latin  America. 

When  Washington  College  began  to  grow,  Lee  urged  the 
trustees  to  establish  a  business  school,  a  concept  entirely 
new.  It  wasn't  until  ten  years  later  that  the  University  of 
Pennsylvania's  Wharton  School  was  started. 

He  also  sought  funding  for  50  "press  scholarships":  "This 
was  the  first  mention  in  the  world's  history  of  a  school  of 


nalism  their  business  in  life.' 

"In  the  small-town  newspapers 
of  the  day,  the  same  man  often  was 
editor,  reporter,  and  printer.  The 
typographical  unions  of  the  South 
were  invited  to  nominate  candi- 
dates to  come  to  Washington  Col- 
lege, take  the  regular  courses  lead- 
ing to  a  degree,  and  work  one  hour  a 
day  at  the  printing  plant  of  Lafferty 
and  Company  in  Lexington. 
"The  object  was  to  attract  bright 
Grant  and  Lee  at  Appomattox  boys,  with  little  prospects  of  fur- 

ther education,  who  were  already  working  on  newspapers. 
The  college's  intention  was  to  'give  them  as  thorough  a 
training  as  possible  in  the  ways  of  their  profession  and  to 
give  them  as  good  an  education  as  possible  that  they  may 
make  better  and  more  cultivated  editors. '  " 

This  most  brilliant  general,  after  a  lifetime  in  the 
military,  became  one  of  the  foremost,  most  foresighted 
educators  in  the  nation. 


RESTAURANTS— GO,  CONSIDER,  STOP 


•  The  Ritz  Cafe— 2  Park  Ave.  at  32nd  St.  (Tel:  684- 
2122).  A  lofty,  art  deco-ed  space  in  which  cheerful,  swift 
waiters  serve  Cajun/Creole  "new  food  from  the  Old 
South"  that  is  so  good  it'll  make  a  convert  of  you  if  you're 
not  already.  Can  you  imagine  something  like  Mississippi 
catfish  being  delicious? 

Metropolis  Cafe — 31  Union  Square  West  (Tel:  675- 
2300).  Walkmg  in  here  you  feel  as  though  you're  entering 
the  bank  that  it  was.  Unfortunately,  the  food  they  deposit 
in  front  of  you  is  not  always  as  good  as  gold. 

•  Le  Bemardin— 155  West  51st  St.  (Tel:  489-1515). 
Dead  fish  never  had  it  so  good. 

Garvins— 19  Waverly  Place  (Tel:  473-5261).  While 
big,  gracious,  good  and  reasonable,  worth  a  Greenwich 
Village  pilgrimage  it  isn't. 

•  Aurora— 60  East  49th  St.  (Tel:  692-9292).  Critics, 
competitors  and  a  wide  restauranting  public  anticipated 
Aurora's  opening  with  a  mixture  of  wishes — because  its 
creator  is  Joe  Baum,  who  brought  into  being  the  ever-full 


'Windows  on  the  World  and  the  original  Four  Seasons.  His 
newest  is  a  nearly  unmitigated  success.  Aurora's  impact 
comes  not  with  drama  but  from  its  unpretentious,  private- 
clublike  atmosphere,  with  ample  tables  widely  spaced. 
The  menu  is  varied  but  not  formidable,  dishes  done  with 
an  imagination  that  doesn't  branch  off  into  preciousness 
or  dissonance. 

•  The  most  useful  index  to  New  York  restaurants  is 
provided  by  Bob  Lape's  Dining  Guide.  In  a  dozen-paged 
pamphlet  you  get  2,000  listings  sorted  by  alphabet,  neigh- 
borhood, special  features  (dishes,  romantic,  business,  et  al.), 
and — most  useful — by  cuisine.  Included  are  rating  catego- 
ries, from  poor  to  best  in  class.  Write  to:  Bob  Lape's  Dining 
Guide,  Box  1 101 1,  Dept.  C,  Greenwich,  Conn.  06830. 

For  picks  arrived  at  by  consensus,  buy  Zagat  New  York 
City  Restaurant  Survey,  to  which  several  hundred  volun- 
teer critics  contribute.  The  alphabetized  thumbnail  sum- 
maries are  often  pithily  On.  Write  to:  Zagat  Survey,  55 
Central  Park  West,  New  York,  N.Y.  10023. 


THAT  AMC  IS  UPSET  WITH  FORBES 


because  of  Forbes'  June  16  cover  is  made  clear  in  the  letter 

from  American  Motors 
Corp.'s  CEO  Joe  Cappy 
on  page  18. 

Of  all  AMC's  points 
of  ire,  "The  worst  was 
the  unfair  photograph- 
ic treatment .  .  .  where 
you  really  delivered  a 
sucker  punch,  especial- 
ly on  your  cover.  .  .  . 
We  decided  to  do  the 
same  thing  to  Forbes 
that  Forbes  did  to  us 
and  prove  our  point  at 

TWO  OF  THE  TOUGHEST  JOBS 

Running  a  restaurant 
or  being  a  hired  hand  in  one. 


AMC  Week 


the  same  time,  so  we  mocked-up  a  one-time  edition  of  AV/C 
News  that  treats  your 
headquarters  and  your 
publication  about  as 
fairly  as  you  treated  us. 
Unfortunately  for  us, 
this  fantasy  publica- 
tion will  have  a  circu- 
lation of  one  versus 
Forbes'  readership  in 
the  millions." 

Looking  at  the  illus- 
trations, you  will  have 
to  admit  AMC's  is  a  de- 
lightful counter-punch. 

WHY  DON'T  MOST  RESTAURANTS 

do  with  front-room  smoke 
what  they  have  to  with  kitchen  smoke? 


BOOKS 


•  Lee:  The  Last  Years — by  Charles 
Bracelen  Flood  (Houghton  Mifflin 
Co.,  $14.95).  Absolutely  absorbing. 
For  most  all  of  us,  Lee's  part  in  history 
ends  in  the  photographs  of  his  surren- 
der to  Grant  at  Appomattox.  But  in 
the  ensuing  last  five  years  of  his  life, 
the  General  made  two  significant, 
magnificent  contributions — he  unflinchingly  spoke  out, 
helped  put  out  embers  of  bitterness  and  resistance  to  the 
re-United  States  that  were  fanned  almost  to  flames  during 
the  carpetbagger  years.  And,  as  its  president,  he  took 
almost  extinct  Washington  College  and  made  it  into  a 
first-rate,  major  college,  renamed  after  his  death  Washing- 
ton &.  Lee  University. 

Excerpts:  The  suirendeiing  went  on  for  six  hours.  When  the 
last  of  the  casualty-shrunken  grey  units  marched  up,  a 
Confederate  described  what  happened:  ".  .  .  someone  in 
the  blue  line  broke  the  silence  and  called  for  three  cheers 
for  the  last  brigade  to  surrender.  It  was  taken  up  all  about 
him  by  those  who  knew  what  it  meant.  But  for  us  this 
soldierly  generosity  was  more  than  we  could  bear.  Many 
grizzled  veterans  wept  like  women,  and  my  own  eyes  were 
as  blind  as  my  voice  was  dumb."  .  .  .  Lee  had  not  produced 
victory,  but  his  prodigious  effort  in  staving  off  defeat  for  so 
long  on  its  main  northern  battlefront  was  the  best  success 
story  the  South  had.  Whatever  Lee  did  next,  the  South  had 
a  need  for  it  to  go  well.  So  did  the  North.  Even  men  like 
Grant  and  Meade  did  not  understand  it  fully,  but  Lee  was 
the  only  man  who  had  a  chance  to  do  it  all — save  the 
South' s pride,  give  the  South  the  calm  example  that  would 
guide  it  in  a  stormy  postwar  period,  and  do  it  all  in  a  way 
that  the  North  would  first  approve  and  then  applaud. 


THE  RISK 
ANDFAl.l. 
o  n  IF. 
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Sold:  The  Rise  and  Fall  of  the  House 
of  Sotheby — by  Nicholas  Faith  (Mac- 
millan  Publishing  Co.,  $17.95).  In- 
triguing stuff  about  the  intrigues  be- 
hind the  growth,  the  control  and  loss 
of  it  in  the  biggest  of  the  few  interna- 
tional auction  biggies.  Even  if  you're 
interested,  this  probably  tells  you 
more  than  you  want  to  know  and  is  a  bit  as  disorganized  as 
the  successive  managements  of  the  great  auction  houses. 

Excerpts:  In  Britain  the  socially-aspiring  rich  traditional- 
ly spend  the  bulk  of  their  surplus  cash  on  houses,  land — 
and  discreet  political  contributions  to  help  them  acquire 
titles.  And  if  they  did  buy  art,  the  'new  rich, '  the  industri- 
alists and  manufacturers,  continued  to  Buy  British,  albeit 
at  a  declining  rate,  until  1914.  .  .  .  English  collectors  even 
chose  their  classical  statues  to  fit  the  niches  available, 
rather  than  the  other  way  round — and  the  paintings  of  the 
families  and  their  horses  were  often  matters  of  record,  of 
family  sentiment,  rather  than  artistic  worth.  .  .  .  A  flour- 
ishing art  market  always  depended  on  a  class  of  people 
whose  wealth  was  available  in  liquid  form.  These  were 
often  nouveaux  riches,  their  wealth  acquired  through 
socially  dubious  activities,  and  therefore  anxious  to  im- 
prove their  social  standing.  Art  has  always  been  a  marvel- 
lous way  of  laundering  money.  .  .  .  Saarinen  tells  how 
Mrs.  David  Rockefeller,  an  "amiable  young  woman  with- 
out an  ounce  of  pretension,"  successfully  bid  $31,000  for  a 
Signac  at  the  Lurcy  sale.  "A  friend  asked  her  if  it  had  not 
been  an  extraordinary  experience  bidding  in  that  excite- 
ment-packed auction.  'Not  at  all,' Mrs.  David  Rockefeller 
replied  blandly,  'I  just  raised  my  hand  and  kept  it  up  until 
I  reached  my  top  price.  Fortunately,  the  other  bidding  had 
stopped  and  the  painting  was  mine.'  " 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  'this  editor's  mind.  -MSF 


Slice  of  Wry 

New  York  is  a  sentimental  city, 
although  this  is  often  covered  with  a 
slice  of  wry.  When  John  Cardinal 
O'Connor  asked  that  bells  in 
churches  and  town  halls  across  the 
country  be  rung  for  100  seconds  |at 
the  hghting  of  the  torch  of  the  Statue 
of  Liberty],  Rabbi  Haskell  Lookstein 
of  the  Congregation  Kehilath  Jeshu- 
run  said  he  would  be  happy  to  oblige. 
Since  synagogues  do  not  have  bells,  he 
said,  he  will  sound  his  burglar  alarm. 
— Maureen  Dowd,  New  York  Times 

Coke's  Back— AT&T  Ain't 

Isn't  it  wonderful  that  we  live  in  a 
country  where  a  major  summer  story 
[last  year)  was  not  woe  and  misery  but 
something  so  deliciously  benign  as  a 
soft  drink.  A  soft  drink  that  the  Amer- 
ican public  suddenly  fell  in  love  with 
all  over  again.  "Hey,  that's  ours,"  they 
said.  "Give  it  back." 

They  cannot  get  their  telephone 
company  back — but  they  got  original 
formula  Coca-Cola  back. 

— Roberto  C.  Goizueta, 
CEO,  Coca-Cola 


sculptor  Horatio  Greenough,  "in 
which  every  man  swaggers  and  talks, 
knowledge  or  no  knowledge,  brains  or 
no  brains,  taste  or  no  taste.  They  are 
all  ex  nato  connoisseurs,  politicians, 
religionists,  and  every  man's  equal 
and  all  men's  betters."  Faith  in  the 
common  man's  judgment  became  the 
sun  around  which  American  political 
thought  and  action  revolved. 

— Wendell  Garrett,  Antiques 

Zurich  Gold  Cache? 

St.  Moritz  is  a  place  where,  after 
skiing  all  day,  you  can  dash  up  to 
Sotheby's  annual  jewelry  auction  and 
bid  on  a  fabulous  jewel. 

The  most  beautifully  designed 
pieces  usually  go  to  private  persons 
who  are  willing  to  pay  top  price  (often 
higher  than  retail,  grumbled  a  dealer). 
Dealers  buy  more  by  the  weight  and 
quality  of  the  stones.  [They)  often  pop 
out  the  stone  and  either  sell  the  mount 
to  a  local  jeweler  or  leave  the  setting  in 
the  men's  room  of  the  Zurich  airport. 

— Jan  Drews,  Art  e)  Auction 

Hell  of  a  Git 


to  beat  back  the  wilderness;  the  third, 
a  gift  of  the  Spirit.  Would  America 
have  been  America  without  her  Ne- 
gro people? 

— The  Souls  of  Black  Folk, 
by  W.E.B.  DuBois 

Domestic  High 

Society  itself  has  gotten  more  se- 
cure than  ever,  and  more  people  are 
going  to  college,  but  the  education 
they  get  is  the  equivalent  of  what  a 
good  high  school  education  was  in 
1900.  In  1900,  a  kid  got  out  of  high 
school  and  knew  Latin.  Now  he 
knows  domestic  engineering,  which 
is  how  to  work  your  Cuisinart. 

— Norman  Mailer,  Esquire 


Some  people  like  [to  eat] 
octoptis.  Liberals,  mostly. 

— Russell  Baker,  New  York.  Times 


Liberty  Miracle 

By  1943,  140  Liberty  ships  were  be- 
ing launched  each  month.  .  .  .  The  ge- 
nius behind  this  miracle  of  manufac- 
ture was  Henry  J.  Kaiser.  At  the  peak 
of  the  wartime  effort,  workers  con- 
structed one  ship  in  80  hours  and  30 
minutes.  So  fast  were  the  shipbuilders 
that  a  joke  was  told  of  a  woman  who 
stepped  up  with  a  champagne  bottle, 
ready  to  christen  a  new  ship.  The  keel 
had  not  even  been  laid.  "What  shall  I 
do  now?"  she  asked  Kaiser.  "Just  start 
swinging,"  he  said. 

—The  Battle  of  the  Atlantic. 
World  War  II  series,  Time-Life  Books 

Too  True 

The  optimist  proclaims  that  we  live 
in  the  best  of  all  possible  worlds;  and 
the  pessimist  fears  this  is  true. 

—James  Branch  Cabell  (1926),  M 

Shot 

Several  years  ago  President  and 
Mrs.  Reagan  dropped  by  for  a  late  sup- 
per (at  Le  Cirque].  That  evening  an 
official  photographer  snapped  Sirio 
Maccioni  [owner  of  Le  Cirque]  with 
Reagan.  A  week  later,  John  Hinckley 
made  his  assassination  attempt.  Mac- 
cioni didn't  receive  his  pictures  for  a 
month,  but  when  they  came  they 
were  accompanied  by  a  handwritten 
note  from  the  Chief  Executive  read- 
ing, "I'm  sincerely  sorry  it  took  so 
long  to  send  these,  but  in  the  mean- 
time somebody  shot  me." 

— Loma  Koski,  W 


Common  Judgment 

Jacksonian  America — patriotic,  am- 
bitious and  boisterous  as  it  was — 
faced  the  future  with  magnificent 
self-assurance  and  unbounded  faith  in 
its  own  arts.  "You  are  in  a  country," 
wrote  James  Fenimore  Cooper  to  the 


Dun  t  encourage  him,  Sylvia. " 


A  desperately  hungry  North  Caroli- 
na soldier,  trailing  at  the  very  end  of  the 
retreating  jConfederate]  army,  had 
been  poking  the  bushes  along  a  rail 
fence  trying  to  flush  out  a  chicken. 
Suddenly  an  entire  squad  of  Union 
soldiers  surrounded  him  shouting, 
"Surrender,  surrender,  we've  got  you!" 

"Yes,"  the  starving  North  Carolin- 
ian said,  dropping  his  musket  and 
raising  his  hands,  "you've  got  me,  and 
the  hell  of  a  git  you  got!" 

As  for  the  qualities  of  that  "git,"  no 
one  had  a  greater  respect  for  Confeder- 
ate fighting  ability  than  did  Grant. 
When  he  wrote  about  the  soldiers  of 
the  South,  he  spoke  of  "that  enemy, 
whose  manhood,  however  mistaken 
the  cause,  drew  forth  such  herculean 
deeds  of  valor." 

— Lee:  The  Last  Years, 
by  Charles  B.  Flood 

Gifts  to  America 

Your  country?  How  came  it  yours? 
Here  we  have  brought  our  three  gifts 
and  mingled  them  with  yours:  a  gift  of 
story  and  song — soft  stirring  melody 
in  an  ill-harmonized  and  unmelodi- 
ous  land;  the  gift  of  sweat  and  brawn 
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Packed  aboard  the  Navy's  F-14  Tomcat  are  more 
0^m%0M  -t^mmMi %^ ^% m  advanced  electronic  systems  than  in  any  other 

UlIU  MK9  rnVtimUVStm  fighter  plane  in  the  world.  Electronics 
integrated  and  given  wings  by  Grumman.  Electronic  eyes  that  detect  anything  in  the  sky 
over  100  miles  away  —  and  fire-control  systems  that  can  take  on  six  enemy  aircraft 
and  keep  track  of  18  more.  No  other  company  could  put    ^fiftf  f^J^JflUtlUfA  Kt 
these  systems  together  so  well  and  make  them  fly.  wJiJ|r  JluJKl/iI¥ 


A  registetwl  tradeoiadc  of  Onimman  Corporation. 


Commitment 

The  mark  of  a  very  special  bank 


A  good  bank  is  nnade  up  of  good  people. 
Well-trained,  dedicated,  innovative  people, 
whose  expertise  and  experience  are  committed 
to  meeting  your  financial  needs. 


UBS  -  the  committed  bank. 


UBS  in  the  United  States 

Branch  Offices 

299,  Park  Avenue 
NewYorl<,  NY  10171 

30.  South  Wacker  Drive 
Chicago,  IL  60606 

Suite  4500 
1100  Louisiana 
Houston,  Texas  77002 


444,  South  Flower  Street 
46th  Floor 

Los  Angeles,  CA  90071 
Representative  Office 

One  Embarcadero  Center 
Suite  3805 

San  Francisco,  CA  94111 

UBS  Offices  in  Canada 

Calgary,  Montreal,  Toronto 


Head  Office 

Union  Bank  of  Switzerland 
Bahnhofstrasse  45 
CH-8021  Zurich 


Union  Bank 
of  Switzerland 


Fact  and  Comment  11 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


THE  LADY  SHOULD  TURN  ON  TAXES 


London— Margaret  Thatcher  is  the  most  fascinating, 
formidable  national  leader  in  Western  Europe  today. 
Britain's  brilliant  P.M.  was  not  exaggerating  when  she 
told  Forbes  that  her  achievements  have  been  "fantas- 
tic." The  U.K.'s  notorious  labor  unions  have  been  tamed. 
The  government  is  systematically  selling  back  national- 
ized companies  to  the  private  sector.  A  significant 
portion  of  the  public  housing  stock  has  been  sold  to  the 
dwellers.  Corporate  taxation  has  been  slashed.  British 
defense  spending  has  been  boosted;  the  Sceptred  Isle 
remains  a  staunch  ally  of  the  U.S. 
and  the  West. 

The  only  blemish  on  Britain's  rec- 
ord is  unemployment.  The  British 
have  done  far  better  than  the  coun- 
tries of  continental  Europe  when  it 
comes  to  job  creation,  but  the  record 
noticeably  pales  when  it  is  com- 
pared with  the  U.S.' 

A  critical  reason  for  that  blemish 
is  the  absurdly  high  rates  of  tax  on  personal  incomes. 

Mrs.  Thatcher  and  Western  leaders  outside  the  U.S.  are 
all  paralyzed  by  the  fear  that  reducing  rates  will  increase 
government  deficits.  They  all  look  at  the  problem  with  the 
eyeshades  of  an  accountant. 

They  fail  to  grasp  what  Ronald  Reagan  understands  so 
well:  A  tax  on  income  is  the  price  people  pay  for  working. 
If  the  price  is  too  high,  you'll  get  less  work,  less  productivi- 
ty, less  irmovation.  Europe's  income  tax  burden  is  worse 
than  that  of  Japan  or  the  U.S.  Yet  European  leaders  wonder 
why  we  are  ahead  of  them  in  technology;  they  wonder  why 
their  best  and  brightest  often  emigrate  to  our  shores.  The 
problem  for  them  will  become  more  acute  when  we  pass 
our  tax  reform  bill.  Mrs.  Thatcher  admits  to  discomfort  at 
the  prospect  that  Britain's  lowest  level  (29%)  may  well 
exceed  our  highest  (27%). 

Higher  deficits?  Slashing  the  top  tax  rates  ends  up  in- 
creasing collections.  That's  what  happened  in  Britain 
when  Margaret  Thatcher  first  came  into  office  and  reduced 
the  loftiest  level  on  earnings  to  60%;  receipts  came  in 
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70%  to  50%.  Tax  revenues  went  up,  not  down. 

Why?  Because  people  felt  less  pressure  to  shelter  in- 
come, less  pressure  to  hide  it  from  the  tax  man.  They  spent 
a  little  more  time  on  productive  efforts  rather  than  tax 
avoidance. 

In  the  short  term,  there  may  be  a  loss  of  revenue  in 
lower  brackets.  So  what?  Business  and  the  financial 
markets  make  the  distinction  between  productive  and 
unproductive  uses  of  capital.  It's  time  governments  did 
the  same.  Cutting  rates  will  lead  to  more  growth  and 
more  investment.  The  return  in 
future  revenues  will  swamp  any 
short-term  losses. 

Again,  look  at  the  U.S.  In  1983 
Reagan's  reductions  became  fully  ef- 
fective. The  economy  boomed;  new 
jobs  were  created;  capital  spending 
grew  at  a  pace  unprecedented  in  the 
postwar  era.  Government  revenues 
as  a  proportion  of  our  economy  are 
the  same  today  as  when  Reagan  took  office. 

Yes,  the  U.S.  has  big  budget  deficits,  but  that  is  a  result  of 
Congress'  inability  to  control  its  propensity  to  spend,  a 
condition  that  would  be  true  whether  taxes  were  reduced  or 
raised.  Mrs.  Thatcher  has  experienced  the  same  phenome- 
non; spending  goes  up  and  up  in  Great  Britain,  too.  As  a 
matter  of  fact,  as  a  proportion  of  the  economy,  our  budget 
deficit  this  year  won't  be  much  higher  than  that  of  the  U.K. 

In  fact,  if  Britain  had  the  same  unemployment  rate  we 
had,  Mrs.  Thatcher  would  make  a  meaningful  dent  in  her 
shortfall  because  she  would  be  spending  several  billion 
less  on  unemployment  benefits  and  other  associated  wel- 
fare costs. 

Mrs.  Thatcher  told  Forbes,  "I  do  not  know  a  single 
country  in  the  Western  industrialized  world  that  doesn't 
have  an  underground  economy  ....  This  means  that  the 
rate  of  taxation  is  too  high."  Amen.  The  Iron  Lady  (and 
others)  should  follow  Ronald  Reagan's  lead. 

If  she  does,  she  will  recast  Britain  as  fundamentally  as 
Gladstone  did  a  century  before — and  beat  his  record  of 


above  estimates.  In  1982  the  U.S.  cut  its  top  bracket  from    tenure  (12  years)  as  well. 


"V 


The  15th  largest  company 
in  America  has  a  new  name. 

For  over  eighty-five  years,  we  were  called  U.S.  Steel 
Corporation. 

Now,  USX  Corporation  is  the  name  of  the  new  parent 
company  of  Marathon  Oil,  USS  (the  new  name  for  our 
steel  unit),  U.S.  Diversified  Group,  and  Texas  Oil  &  Gas. 

At  the  end  of  1985,  these  combined  operations  held 
total  assets  of  nearly  $22  billion  and  produced  revenues  of 
close  to  $21  billion. 

Our  oil  and  gas  units,  Marathon  Oil  and  Texas  Oil  & 
Gas,  achieved  $12  billion  in  sales  in  1985.  As  one  of  Amer- 
ica's leading  oil  and  gas  companies,  we  hold  worldwide  and 
domestic  reserves  of  1.1  billion  barrels  of  oil  and  5.2  trillion 
cubic  feet  of  natural  gas. 

Our  steel  unit,  USS,  is  the  largest  domestic  steelmaker, 
with  sales  of  over  $6  billion  in  1985.  And  we  are  committed 
to  maintaining  our  status  as  the  premier  American  steel 
producer. 

U.S.  Diversified  Group  encompasses  chemicals;  steel 
service  centers;  engineering,  consulting,  and  construction 
services;  real  estate;  transportation;  and  the  manufacture  of 
energy  production  equipment.  This  unit  had  sales  of  nearly 
$3  billion  last  year  and  would  have  ranked  137th  as  a  sepa- 
rate company  on  the  Fortune  500. 

We're  not  just  changing  our  name.  We're  changing 
the  company. 

Our  new  name  reflects  our  long-standing  strengths. 
The  "US','  derived  from  the  proud  tradition  of  U.S.  Steel,  also 
represents  our  role  as  a  driving  force  behind  the  American 
economy  for  over  85  years.  The  "X"  represents  the  symbol 
for  our  stock,  used  on  the  New  York  Stock  Exchange  since 
1924.  It  will  remain  the  trading  symbol  for  USX  Corporation. 

But  USX  is  more  than  a  name  change.  The  new  parent 
company  together  with  its  operating  units,  comprise  a 
new  corporate  structure.  This  new  organization  will  provide 
increased  flexibility  at  the  corporate  level  to  manage  our 
individual  companies  more  effectively  and  to  expand  into 
new  and  profitable  areas  of  business  that  meet  our  goals  of 
financial  strength  and  stability 

We're  concentrating  on  the  business  at  hand.  And 
watching  the  horizon. 

USX  Corporation  begins  as  one  of  the  largest,  most 
diversified  companies  in  America.  Our  new  structure  will 
enable  us  to  weigh  each  of  our  operations  in  the  context  of 
overall  corporate  objectives,  preserving  the  balance  and 
strength  we've  achieved  through  recent  diversification. 

Under  the  USX  banner,  we  now  have  the  means  at  hand 
to  meet  today's  challenges  while  creating  new  opportunities  source:  igss  Fortune  soo 

for  tomorrow. 
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Perception  often  takes  a  long  time  to 
catch  up  with  reality,  especially  in  the  finan- 
cial world. 

Many  people  still  assume  that  most  of 
the  significant  M&A  activity  is  still  being 
handled  by  Wall  Street  s  old-line  bankers— 
the  conventional  firms  that  have  dominated 
the  tops  of  tombstones  for  years. 

But  assumptions  are  often  challenged, 
which  is  exactly  what  DU  did  in  1985. 

Donaldson,  Lufkin  &  Jenrette,  one  of  the 
Street's  youngest  firms,  joined  the  ranks  of 
the  major  players  in  Mergers  &  Acquisi- 
tions by  participating  in  transactions  worth 
more  than  $10  billion.  That's  16  times  its 
dollar  volume  five  years  ago. 

In  initiated  transactions,  the  criterion 
which  many  use  to  separate  the  merely 
competent  from  the  truly  innovative,  DLJ 
ranks  among  the  top  ten  fimis. 

"With  billions  of  dollars  at  stake,"  com- 
ments a  Wall  Street  observer,  "the  M&A 
arena  is  no  place  for  amateurs  or  old- 
fashioned  bankers.  The  problem  with 


amateurs  is  that  they  don't  know  the  rules— 
and  the  problem  with  the  old-fashioned 
bankers  is  that  they  don't  know  when  to 
change  them." 

DLJ  knows  the  rules,  but  more  impor- 
tantly, it  knows  how  to  use  them  to  its  clients' 
advantage.  It  has  completed  what  many 
consider  to  be  among  the  most  complex  and 
sensitive  transactions  done  in  recent  years. 

A  few  examples: 

The  sale  of  L.M.  Berry  and  Company  to 
BellSouth  Corporation;  the  purchase  of 
MGIC's  residential  insurance  business  from 
Baldwin-United;  Viacom's  acquisition  of 
MTV;  the  sale  of  Charter  Security  Life  to 
Metropolitan  Life. 

DU  has  also  expanded  its  leveraged  buy- 
out activity.  The  firm  recently  raised  more 
than  $  1  billion  for  the  leveraged  buyout  of 
Household  Merchandising,  a  subsidiary  of 
Household  International.  DU  dug  into  its 
own  pocket  to  finance  a  major  portion  of 
the  deal  and  assembled  a  group  of  investors 
to  finance  the  rest.  The  whole  process  took 


only  70  days  from  agreement  to  closing. 

The  firm's  appetite  for  larger  transactions 
is  backed  by  additional  financial  strength 
Last  year,  DU  merged  with  The  Equitable 
creating  a  financial  powerhouse  that  is  shift- 
ing the  balance  of  power  on  Wall  Street. 

But  DU  is  shifting  the  balance  of  powei 
in  more  ways  than  one.  It  has  redefined 
investment  banking  with  a  style  that  can  be 
summed  up  in  three  words:  Brains,  Guts 
and  Money. 

So  if  you're  looking  for  a  merger  oppor- 
tunity, we  may  not  have  your  number,  bui 
you  have  ours:  (212)  504-3550.  It's  a  direc 
line  to  Hamilton  E.  James,  head  of  DU 
Merger  &  Acquisition  Group. 

DLJ 


Shifting  the  Balance  of  Power  on  W^ll  Street 


Donaldson.  Lufkin  &  Jenrette,  Inc..  140  Broadway,  New  York,  New  York  10005,  (212)  504-3000  •  An  independently  operated  subsidiary  of  The  Equitable  Life  Assurance  Society  of  the  United  States] 
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Whafs  Ahead  for  Business 


Edited  by  Howard  Banks 


THE  TWO-WAT  DEFICIT  SQUEEZE  TIGHTENS 


Children  would 
be  whipped  for 
such  whoppers 


Red  trade  ink 
spreads  to 
agriculture 


Other  reasons 
help  is  slow 
in  coming 


Expect  no  relief  on  either  the  budget  deficit  or  the  U.S.  awful  trade 
deficit.  Both  are  still  mounting. 

The  Senate-House  compromise  claims  to  cut  the  fiscal  1987  budget 
deficit  by  $40  billion,  to  a  phonily  precise  $142.6  billion  (just  below  the 
Gramm-Rudman-Hollings  limit  of  $144  billion).  The  claim  is  weak. 

Included  in  the  "savings"  are  such  fictions  as:  $2.5  billion  for  recovered 
petroleum  charges,  nearly  $5  billion  for  the  sale  of  federal  assets  (like 
the  Small  Business  Disaster  Loan  portfolio),  and  a  $4.8  billion  contin- 
gency fund  needing  new  taxes  that  will  never  be  raised.  Just  $9  billion 
of  the  claimed  cuts  are  more  or  less  certain,  the  rest  window  dressing. 

The  truth  is  that  the  Office  of  Management  &.  Budget  is  expected  soon 
to  raise  its  guess  for  the  fiscal  1987  deficit  to  around  $210  billion  (up 
from  nearly  $203  billion  this  year).  And  it  takes  rosily  optimistic 
economic  assumptions  to  keep  the  OMB  guess  this  low. 

The  manufactured  goods  trade  deficit  jumped  37%  in  the  first 
five  months  of  this  year  over  the  same  period  in  1985.  And,  for  the  first 
time  in  16  years,  agricultural  trade  went  into  deficit  in  May. 

Both  are  symptoms  of  the  same  economic  fact:  Devaluing  a  currency 
first  hits  an  economy  by  raising  import  prices  before  it  helps  by 
boosting  exports  (it's  called  the  J-curve  effect).  But  the  depth  of  the 
downside  has  surprised  government  economists,  and  it's  taking  longer 
than  they  hoped  to  reap  any  benefit. 

Jerry  Jasinowski  of  the  National  Association  of  Manufacturers  ex- 
plains that  the  dollar — weighted  by  all  U.S.  trade,  including  the  40% 
with  lesser-developed  countries — has  declined  just  6%,  much  less  than 
the  "official"  15%  estimate.  As  an  extreme  example,  for  wheat  the 
trade-weighted  dollar  has  risen — not  fallen —  against  the  currencies  of 
major  rival  growers  Canada,  Australia  and  Argentina.  Overall,  it's 
against  only  Japan  and  West  Germany  that  the  trade-weighted  dollar 
has  significantly  declined. 

U.S.  manufacturers  are  locked  in  to  suppliers  from  these  coun- 
tries— for  Japanese  semiconductors  and  West  German  machine  tools, 
for  instance.  And  where,  now,  can  U.S.  consumers  buy  U.S.-made 
VCRs?  They  can't. 

True,  the  farm  trade  deficit  was  partly  only  a  statistical  quirk  and 
partly  related  to  higher  coffee  prices.  But  agriculture  now  faces  cheap- 
er, sometimes  subsidized,  surpluses  from  many  countries.  Some,  such 
as  those  from  China,  are  new.  (Japan  has  a  trade  surplus  there,  too;  the 
Chinese  said  that  can't  be  tolerated,  so  Japan  switched  some  contracts 
from  U.S.  farms  to  Chinese  collectives.) 

With  a  bumper  U.S.  harvest  coming,  declining  farm  exports  will  also 
mean  an  even  larger  farm  bill  to  add  to  the  budget  deficit.  A  related 
nightmare:  Faced  with  rising  deficits,  Washington  will  be  more  vulner- 
able to  protectionist  calls  in  the  runup  to  the  elections. 
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The  Forbes  Index 


— I — I — r 

'71      "72  73 


74 


75 


76 


77  78 


79      '80      '81  '82 


 \  1  

'83     '84  '85 


'86 


M  J  J 


I   I   I   I   I   !   I   I   I  I 

AS    NOD)  FMAM 


No  sign  of  a  rebound.  The  Forbes  Index,  which  has  risen 
0.7%  since  the  beginning  of  the  year,  managed  only  a 
0.1%  increase  during  the  latest  reporting  period.  Manufac- 
turing continues  to  be  the  weak  spot. 

Even  with  a  0.3%  decline  in  May  inventory  levels,  for 
example,  new  orders  for  durable  goods  dropped  0.1%,  the 
fourth  consecutive  month-to-month  decline.  In  fact,  new 


"preliminarv-  trevised 

orders  for  durable  goods  stand  only  33%  higher  than  they 
did  during  the  same  time  in  1982,  the  tail  end  of  the  last 
recession. 

So  what  pushed  the  Index  up?  A  0.3%  rise  in  the 
Consumer  Price  Index,  the  first  month-to-month  increase 
since  January.  Inflation,  for  now,  is  running  at  a  modest 
3.6%  annual  rate. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eiglit  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  are  presented  at  right. 
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^'^u  mean  there  are 
still  places  that  arerit  served  by  KLMf 


^Hdw  primitive?, 


If  you  expect  civilized  amci  uiicb  no  matter  vviiere  ye)u  go,  don't  feel  deserted.  We  can 
fly  you  to  Europe's  #1  airport  in  Amsterdam  and  on  to  125  cities  throughout  the  world. 
With  service  you'd  expect  from  the  'Airline  of  the  Year."  Get  where  you  need  ^ 
to  go  in  a  style  that's  oceans  apart.  Call  your  travel  agent  •••• 

orKLM. Today.        Reliahle  Airline (^ftheWdci KLIWI 


sre's  something  new  under  the  midnight  sun 


irly  summer,  the  Arctic  sun  never 
In  winter,  it  s  seldom  seen.  But 
3te,  icy  Thule  in  Greenland  does 
one  attraction.  It  is  the  ideal 
or  the  U.S.  Air  Force  s  newest 
Stic  missile  early  warning  system. 
Ten  stories  high,  this  electronic 
nel  watches  the  skies  from 
Tn  Siberia  to  western  Europe, 
dvanced  technology  called 
ed  array  radar  enables  its  agile 
n  to  scan  billions  of  square  miles 
iconds.  Any  objects  launched 
at  immense  zone  are  located, 
:ified,  and  tracked  with  speed 
irecision. 

The  Air  Force  chose  Raytheon 
sign  and  construct  the  Thule 
nation,  a  selection  influenced  by 
heon  s  unsurpassed  experience 
lilding  large  phased  array  radars. 
Over  the  years,  Raytheon  has 


thoroughly  mastered  the  fundamen- 
tals of  phased  array  radar  and 
systems  management.  That  knowl- 
edge helped  us  complete  these 
sophisticated  systems  successfully, 
even  in  remote  locations.  And  the 
fact  that  each  one  has  proven  to  be 
remarkably  reliable  demonstrates 
once  again  that,  at  Raytheon,  quality 
starts  with  fundamentals. 

Raytheon  Company,  141  Spring 
Street,  Lexington,  MA  02173. 


Raytheon 
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Forbes 


Will  the  U.S.  trade  deficit  ever  disappear? 
Yes,  just  as  soon  as  foreign  companies  stop 
slashing  their  profit  margins  and  start  real- 
ly raising  their  prices. 

Screeching 
to  a  halt 


By  Edwin  A.  Finn  Jr. 

WHY  HAS  THE  U.S.  trade  deficit 
refused  to  narrow?  Nine 
months  have  now  elapsed 
since  the  dollar  started  its  nosedive 
against  the  yen  and  other  currencies. 
The  failure  of  foreigners  to  buy  more 


U.S.  goods  is  bad  enough.  Worse  is  the 
continued  fondness  for  foreign  manu- 
factures, which  were  supposed  to  be 
priced  out  of  the  market. 

Another  culprit,  often  overlooked, 
is  the  fat  profit  margins  foreign  com- 
panies have  been  reaping  in  the  U.S. 
in  recent  years.  Japanese  automakers. 
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Out  of  whack 

Worried  that  the  weak  dollar 
hasn't  fixed  the  U.S.  trade  im- 
balance? With  foreign  profits 
cut,  a  turnaround  will  come. 


Somce:  U.S.  Commerce  Dept..  1985  data 


for  example,  had  12%  profit  margins 
on  their  exports  to  the  U.S.,  nearly 
double  those  of  U.S.  companies.  Now, 
with  the  dollar  weak,  the  foreign 
firms  don't  have  to  raise  prices  steep- 
ly. Instead,  they  can  put  through  only 
modest  price  hikes  and  make  up  for 
the  rest  of  the  dollar's  decline  by  par- 
ing their  ample  profit  margins. 

In  the  car  industry,  the  Japanese 
have  already  halved  profit  margins  to 
6%.  True,  they  have  increased  prices 
about  SI, 300  per  car  since  1985.  But 
much  of  the  increase  is  being  ab- 
sorbed by  dealers,  themselves  fat  and 
happy  after  years  of  being  able  to  sell 
every  car  they  could  get. 

In  past  years  foreign  car  dealers 
were  able  to  charge  hefty  premiums, 
which  essentially  amounted  to  price 
gouging.  Now  the  dealers  are  keeping 
prices  down  by  paring  the  premiums. 
Indeed,  the  average  premium  on  im- 
ported cars  fell  to  $726  in  May,  from 
$1,244  in  January,  according  to  Mont- 
gomery Securities  analyst  Ron 
Glantz.  That  $518  paring  of  profits 
goes  a  long  way  toward  compensating 
for  a  dearer  yen. 

"The  Japanese  are  trying  to  eat  as 
much  of  it  as  they  can,  so  they  don't 
have  to  give  up  market  share,"  says 
Donald  F.  Johnstone,  president  of 
North  American  Philips'  U.S.  con- 
sumer products  division,  in  Knox- 
ville,  Tenn.  While  some  foreign  TV 
makers  have  raised  their  list  prices, 
the  actual  prices  that  people  pay 
haven't  risen.  Again,  dealers  are  cut- 
ting margins. 

It's  the  same  story  in  heavy  equip- 
ment. Komatsu,  Japan's  aggressive 
construction  equipment  maker,  has 
announced  price  increases  of  20% 
over  the  past  six  months.  A  Komatsu 
bulldozer  now  lists  for  $155,952,  vs. 
$131,359  for  a  comparable  Caterpillar 
model.  "But  Komatsu  dealers  are  still 
selling  dozers  at  the  old  prices,"  says 
Frank  Manfredi,  a  Los  Altos,  Calif, 
construction  equipment  consultant. 
He  points  out  that  Komatsu's  financ- 
ing programs  have  so  far  negated  its 
price  increases. 

No  one  sounds  more  disgusted  than 
John  Borden,  executive  vice  president 
for  worldwide  marketing  at  Tenne- 
co's  Case  IH  construction  equipment 
unit.  Sitting  at  Case  headquarters  in 
Racine,  Wis.,  Borden  glances  down  a 
list  of  slim  price  increases  recently 
pushed  through  by  Kubota,  a  Japanese 
maker  of  small  tractors.  "These  in- 


creases  range  from  0.9%  to  5%.  .  .  . 
That's  their  reaction  to  a  30%  devalu- 
ation!" he  fumes. 

What's  all  this  mean?  That  if  for- 
eign suppliers  kept  margins  thin,  they 
could  preserve  their  m.arket  share  for 
two  years  or  longer,  according  to  a 
recently  published  study  by  the  Feder- 
al Reserve  Board. 

Another  troublesome  trend:  As  for- 
eign companies  inch  prices  upw^ard, 
U.S.  manufacturers  tend  to  follow 
suit,  albeit  at  a  slower  pace.  Yes,  be- 
leaguered U.S.  industries  could  do 
with  bigger  margins.  But  the  potential 
for  spiraling  prices  has  trade  experts 
worried  that  U.S.  companies  will  frit- 
ter away  a  chance  to  increase  market 
share  and  close  the  trade  gap. 

Price  increases  are  already  surfacing 
in  several  key  industries.  In  this  year's 
first  quarter  foreign  toolmakers  raised 
some  prices  by  5%  to  10%,  opening 
the  door  for  price  hikes  by  U.S.  firms. 


By  John  Heins 

TEXAS  AND  Oklahoma  banks 
aren't  the  only  ones  whose  de- 
pendence on  big  oil  has  turned 
into  big  trouble.  Colorado,  a  fair-size 
energy-producing  state,  is  suffering, 
too,  and  some  of  its  banks  have  taken 
a  beating.  Earnings  at  Colorado  Na- 
tional Bankshares,  the  state's  second- 
largest  bank  holding  company,  fell 
76%  last  year.  At  Affiliated  Bank- 
shares,  earnings  were  off  52%,  and  at 
Intra  West  Financial,  37%.  Colorado 
tarming  and  commercial  real  estate 
arc  hurting,  as  well  as  oil.  Some  of  the 
state's  biggest  companies  are  in  Chap- 
ter 11  (Storage  Technology,  see  p.  41, 
and  Manville  Corp.)  or  near  it  (Petro- 
Lcwis  and  Ideal  Basic). 

But  here's  the  state's  largest  bank- 
ing company,  Denver's  $4.7  billion 


Kaydon  Corp.  of  Muskegon,  Mich., 
for  instance,  boosted  prices  as  much 
as  11%  on  its  thin-wall  bearings.  Oth- 
er U.S.  tool  companies  have  raised 
prices  on  selected  machine  tools  by 
5%  to  7%. 

General  Motors  surprised  the  auto- 
mobile trade  with  price  increases  in 
April.  Then  Ford  matched  the  price 
hikes  this  month.  In  construction 
equipment,  industry  leader  Caterpil- 
lar Tractor  Co.  is  expected  to  raise 
prices  soon. 

Naturally,  foreign  companies  can't 
operate  on  razor-thin  margins  forev- 
er— it  would  leave  them  less  money 
for  advertising,  promotion  and  prod- 
uct development.  Eventually,  they 
will  be  forced  to  lessen  their  emphasis 
on  market  share,  and  the  deficit  will 
shrink,  (ludging  from  the  lune  auto 
sales  figures,  higher  prices  have  al- 
ready flattened  the  overall  market 
share  of  imported  vehicles.) 


United  Banks  of  Colorado,  showing 
$3.47  a  share  in  1985,  up  15%.  Unit- 
ed's  return  on  equity,  13%  last  year, 
was  at  least  twice  that  of  each  of  its 
biggest  competitors.  This  year  the 
weak  Colorado  economy  is  finally 
catching  up  with  United.  In  the  first 
quarter,  earnings  fell  7%.  With  loan 
demand  sluggish  and  loan-loss  provi- 
sions remaining  high,  says  Boettcher 
&.  Co.  analyst  Bruce  Hoyt,  full-year 
earnings  will  probably  drop  5%  to 
10%.  But  United's  nonperforming  as- 
sets were  4.3%  of  total  loans,  as  op- 
posed to  Colorado  National's  7%. 
Concedes  Colorado  National's  chas- 
tened Chairman  Will  Nicholson: 
"United  got  started  earlier  on 
strengthening  loan  review  and  quali- 
ty. Their  timing  was  excellent." 

What  was  United's  secret?  No  se- 
cret. Just  crustiness.  United  Banks 


In  the  meantime.  Congress  will 
stay  in  its  dither.  With  an  eye  on  tariff 
legislation,  the  Senate  Finance  Com- 
mittee has  scheduled  hearings  this 
month  to  find  out  why  the  dollar's 
slide  doesn't  seem  to  be  letting  do- 
mestic producers  gain  ground  on  their 
foreign  competition.  Says  Allen  Sinai, 
chief  economist  at  Shearson  Lehman 
Brothers,  "If  we  don't  see  improve- 
ment in  the  trade  deficit  by  Septem- 
ber, Congress  is  going  to  take  some 
protectionist  measures." 

It  is  to  be  hoped  that  Congress  will 
fuss  and  fume  and  talk,  and  not  do 
anything.  Remember,  changing  cur- 
rency values  is  a  lot  like  slamming  on 
the  brakes  in  a  speeding  car:  The 
wheels  lock  up  about  160  feet  before 
the  car  screeches  to  a  halt.  Right  now, 
we  are  almost  stopped.  By  jerking  the 
wheel.  Congress  risks  crashing  the 
economy  into  a  wall  of  protectionism. 
Without  seat  belts.  ■ 


preferred  being  called  stodgy  to  taking 
on  risky  loans  at  insufficient  spreads. 

Through  the  1970s  and  into  the  ear- 
ly 1980s,  few  in  Colorado  expected 
the  good  times  to  end.  Employment 
growth  during  the  1970s  was  double 
the  national  average.  Perpetual  pros- 
perity was  at  hand. 

Out-of-state  lenders,  including 
Continental  Illinois  and  Bank  of 
America,  began  wining  and  dining 
prospective  borrowers.  It  passed  the 
point  where  the  lenders  were  doing 
the  borrowers  a  favor;  it  was  getting  to 
be  the  other  way  around. 

Sniffing  trouble.  United  Banks 
Chairman  Berne  Hart  clutched  his 
wallet  closer  to  his  bosom.  Hart  cut 
back  sharply  on  certain  types  of  com- 
mercial real  estate  lending:  United 
now  has  only  one  real  estate  loan  in 
downtown  Denver.  He  refused  to  bid 
against  competitors,  such  as  Colorado 
National,  and  various  federal  govern- 
ment agencies  offering  cheap  loans  to 
farmers. 

Hart  proceeded  to  tighten  United's 
underwriting  standards  and  central- 
ized its  loan  review  process.  Early  on 
he  began  setting  aside  relatively  large 
provisions  for  loan  losses,  the  only 
major  banking  company  in  Colorado 
to  do  so. 

Meanwhile,  United's  arch  competi- 
tor, Colorado  National,  kept  expand- 
ing rapidly.  Colorado  National's  total 
assets  doubled  between  1980  and 
1983,  growing  at  twice  United's  rate. 

When  the  showdown  came.  United 
was  still  Colorado's  biggest  energy 
lender — 10%  of  total  loans — but  only 
3.7%  of  United's  energy  loans  were 
nonperforming  at  year-end.  The  aver- 


When  they  told  Berne  Hart  that  Colorado's 
prosperity  was  forever,  he  clutched  his  wal- 
let. Result:  He  still  has  it. 


Call  me  stodgy 


Rocky  Mountain  roulette 


Beset  by  loan  troubles,  Colorado's  five  biggest  independent  banking  firms 
have  been  left  behind  in  1986's  runup  in  bank  stocks.  But  if  an  interstate 
banking  law  passes  next  year  in  Colorado,  as  expected,  these  stocks  could 
take  off.  United  Banks  of  Colorado  is  one  to  watch. 
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age  for  its  three  biggest  independent 
competitors  was  20%. 

United  shifted  emphasis  away  from 
interest  income  to  fee  income  earlier 
than  others.  The  biggest  gains  came 
from  United  Capital  Management, 
which  runs  some  $3  billion  in  pension 
money  for  33  customers.  United  has 
strengthened  its  profitable  trust  busi- 
ness. (Not  all  of  Unitcd's  ventures 
have  succeeded.  Forays  into  travel 
services,  discount  brokerage  and  in- 
temational  lending  flopped.) 

What  now?  Hart  is  preparing  for  his 


next  major  challenge:  Colorado  may 
soon  join  the  majority  of  states  by 
passing  some  type  of  regional  inter- 
state banking  law  early  next  year.  For 
all  the  state's  troubles,  the  long-term 
prospects  are  sufficiently  bright  that 
out-of-state  banks  will  be  happy  to 
acquire  their  way  into  Colorado. 

To  meet  the  challenge,  United 
plans  to  get  bigger.  President  Charles 
Hazelrigg  figures  that  to  flourish  as  a 
strong  regional  competitor,  United 
will  have  to  reach  "critical"  size, 
roughly  $10  billion  in  assets,  twice 


the  bank's  current  size.  "To  say  that 
we  can  beat  the  big  guys  just  because 
we're  a  homegrown  Colorado  bank  is 
very  naive,"  says  Hart.  "It  doesn't 
work  that  way." 

Where's  the  growth  coming  from? 
It's  tough  to  make  a  buck  today  from 
big  companies  that  have  access  to  the 
commercial  paper  and  junk  bond  mar- 
kets. So  United,  like  a  lot  of  other 
banks,  hopes  to  grow  internally  by 
concentrating  on  middle-market  and 
retail  customers.  "That's  the  best  way 
a  regional  bank  can  capitalize  on  its 
market  position,"  says  Hart.  "You  get 
cheaper  core  deposits,  higher  fees  and 
more  cross-selling  opportunities." 

To  help  get  bigger.  United  has  hit 
the  acquisition  trail.  Last  year  the 
bank  spent  $45  million,  2.3  times 
book  value,  to  buy  $240  million  (as- 
sets) Colorado  Springs  National  Bank. 
It  wanted  to  acquire  Arizona's  Conti- 
nental Bank.  But  the  deal — contin- 
gent on  Colorado's  passage  of  a  re- 
gional bill — fell  through  when  Chase 
Manhattan  came  in  with  a  bid  some 
$20  million  higher  than  United 
planned  to  offer,  at  2.8  times  book. 

You  could  fault  Hart  and  company 
for  not  thinking  big  and  trying  to  beat 
Chase's  bid.  But  then  again,  you  could 
have  faulted  them  a  half-decade  ago 
for  being  too  prudent  in  their  lending 
policies.  ■ 


Duane  Hagadone  has  built  himself  a  fancy 
resort  hotel  in  the  middle  of  nowhere.  Why? 


"Fm  a  dreamer" 


By  Richard  Behar 

ON  A  RAINY  Sunday  in  May  a 
throng  of  60,000  people — a 
crowd  equal  to  half  the  popula- 
tion of  the  northern  Idaho  panhan- 
dle— descended  upon  the  small  lake- 
side community  of  Coeur  d'Alene, 
and  no  one  knew  why  better  than 
Governor  John  Evans.  Says  he:  "What 
Idaho  needs  is  to  clone  Duane  Haga- 


done 44  times  and  put  one  in  each 
county." 

Duane  Hagadone  is  the  largest  pri- 
vate employer  and  taxpayer  between 
Boise  and  the  Canadian  border.  He 
owns  all  the  major  newspapers  in  the 
panhandle,  the  largest  construction 
company  and  some  of  the  state's  most 
valuable  real  estate.  The  crowd  had 
come  to  witness  the  opening  of  Haga- 
done's  newest  development  project,  a 


340-room,  18-story  resort  complex 
called  the  Coeur  d'Alene,  by  far  the 
most  lavishly  appointed  hotel  in  the 
Pacific  Northwest.  "I'm  a  dreamer," 
says  Hagadone,  "and  I've  always 
thought,  'What  a  fantastic  location  for 
a  really  classy  hotel.'  It's  been  on  my 
mind  for  the  last  15  years." 

But,  having  accumulated  a  fortune 
that  now  pushes  $100  million,  Haga- 
done, at  53,  faces  his  toughest  chal- 
lenge yet  in  making  the  Coeur  d'A- 
lene pay  off.  Having  sunk  more  than 
$50  million,  mostly  leveraged,  into  it, 
Hagadone  must  contend  with  long 
and  cold  winters  and  lack  of  nearby 
tourist  attractions  and  urban  centers. 
There  is  a  chance  that  Coeur  d'Alene 
could  become  the  biggest  white  ele- 
phant resort  since  William  Zecken- 
dorf's  Freedomland  22  years  ago. 

But  Hagadone  didn't  get  where  he  is 
by  shunning  risks.  A  third-generation 
Coeur  d'Alene  resident  who  barely 
got  through  high  school,  Hagadone 
took  charge  of  the  family  business — 
minority  interests  in  four  newspa- 
pers— at  age  26.  Besides  those,  he  now 
owns  more  publications  as  well  as  a 
major  radio  station,  several  of  the  re- 
gion's largest  residential  and  commer- 
cial real  estate  projects  and  a  chunk  of 


Idafxj 's  Dimtie  Uagadone 

A  classy  resort  in  the  middle  of  nowhere. 


one  of  the  state's  largest  silver  mines. 
Collectively,  the  ventures  yield  more 
than  $20  million  in  estimated  annual 
cash  flow. 

Hagadone's  hometown  of  Coeur 
d'Alene  (pop.  25,000)  is  situated  on 
the  shores  of  what  Natiotuxl  Geographic 
magazine  has  called  one  of  the  five 
most  beautiful  freshwater  lakes  in  the 
world.  In  some  ways  the  community 
today  seems  almost  a  personal  reflec- 
tion of  the  man — so  much  so  that 
locals  have  taken  to  referring  to  it  as 
"Coeur  D'uane."  Meanwhile,  the  sur- 
rounding panhandle  has  acquired  a 
similar  moniker:  Hagadonia.  Says  its 
leading  citizen  bluntly,  "What's  good 
for  north  Idaho  is  good  for  me." 

Hagadone  commutes  to  work  by 
speedboat  from  his  home  farther  up 
the  lake,  owns  a  collection  of  Learjets 
and  classic  autos  and  has  enough 
clothing  to  make  Imelda  Marcos  jeal- 
ous. Yet  behind  the  Wayne  Newton 
facade  is  one  tough  businessman. 
When  a  rival  newspaper,  the  Spokane, 
Wash. -based  Spokesman-Rei>ieu<,  tried 
to  extend  its  reach  into  northern  Ida- 
ho two  years  ago,  Hagadone  threat- 
ened to  stop  doing  business  with  peo- 
ple who  advertised  in  the  Spokane 
competitor.  Few  did,  and  the  paper 
has  failed  to  establish  the  presence  it 
had  hoped  for  in  Hagadonia.  "War  is 
war,"  says  Hagadone. 

But  will  the  Coeur  d'Alene  become 
his  Waterloo?  Built,  in  part  at  least,  as 
a  kind  of  monument  to  himself,  the 
Coeur  d'Alene  is  a  study  in  excess, 
from  its  steeply  pitched  copper  roofs 


and  turrets  to  such  amenities  as  a 
Jacuzzi  suspended  200  feet  in  the  air 
off  the  side  of  the  building.  For  those 
with  a  taste  for  sinful  luxury,  there  is 
a  penthouse  suite  with  a  glass  ceiling 


that  forms  the  bottom  of  a  private 
rooftop  swimming  pool. 

"The  typical  developer  always  gives 
you  a  song  about  how  he's  built  the 
best  ever,"  says  Paul  Jinneman,  a  Se- 
attle-based hotel  consultant.  "But 
Hagadone's  outdone  everyone.  And 
it's  not  like  he's  building  in  places 
like  Scottsdale  or  Palm  Springs  where 
the  market  is  proven.  This  is  a  hell  of 
a  damn  big  investment  for  such  a  de- 
pressed area." 

The  real  risk  is  location.  The  resort 
is  400  miles  north  of  Boise,  the  state's 
political  and  busmess  capital,  500 
miles  from  Sun  Valley,  the  state's  ski 
capital,  and  45  minutes  by  car  from 
Spokane,  the  nearest  city  to  the  west. 
Long  a  bastion  of  mining,  timber  and 
farming,  the  region  has  become  se- 
verely depressed,  with  unemploy- 
ment as  high  as  20%  during  Idaho's 
long  and  bitterly  cold  winters. 

To  cover  operating  expenses  and  in- 
terest charges,  the  resort  will  have  to 
achieve  at  least  a  60%  occupancy  rate 
at  a  base  rate  of  $75  per  night.  But  the 
few  rival  resorts  that  exist  in  the 
Northwest  are  currently  running  at 
less  than  53%  and  are  barely  breaking 
even.  From  the  outside,  the  hotel 
looks  like  a  long  shot,  but  with  Duane 
Hagadone  in  charge,  the  odds  even  up 
considerably.  ■ 


Storage  Technology — a  company  that 
went  from  hot  to  cold  and  now  is  warm 
again.  Very  warm. 


Back  from 
the  dead 


By  Barry  Stavro 


W 


hat's  a  smart  investor  like 
Michael  Price  doing  in  an  old 
dog  like  Storage  Technology 
Corp?  The  company,  which  makes 
tape  drives  and  storage  disk  drives  for 
IBM  mainframe  computers,  has  lost 
over  $600  million  since  1983.  It  filed 
Chapter  II  on  Halloween  day  1984 
and  owes  its  creditors  $700  million. 


Yet  Price,  vice  president  of  Herzog, 
Heine,  Geduld  Inc.  (Forbes,  /^^we  16], 
has  bought  better  than  $160  million 
of  Storage  Tech's  debt. 

What  did  Price  see  when  his  funds 
bought  the  debt  at  bankruptcy  prices? 
A  turnaround,  of  course,  and  perhaps 
a  sale.  "We  don't  want  to  find  a  big 
brother,"  says  Storage  Tech  Chief  Ex- 
ecutive Ryal  Poppa.  He  quickly  adds: 
"[But]  if  someone  were  to  make  a  sub- 


Storage  Techno/og)''s  Ryal  Poppa 
"We  had  only  three  months." 


Kjrcn  Me\'crs 


stantial  offer,  we'd  look  at  it  very  ser- 
iously." The  company  suggests  sub- 
stantial means  $1  billion — a  fantasy 
price — as  against  Storage  Tech's  re- 
cent market  value  of  $140  million. 

That  Poppa  has  pulled  Storage  Tech 
this  far  is  impressive.  The  company 
was  founded  in  1969  by  Jesse  Aweida, 
a  bright  Palestinian  refugee  and  for- 
mer IBMer,  who  figured  there  was  a 
market  for  tape  drives  that  would  run 
on  IBM's  mainframes  but  with  a  15% 
lower  price  tag.  By  1981  Storage  Tech 
earned  $82  million  on  nearly  $1  bil- 
lion sales.  The  stock  went  from  2 'A  in 
1977  to  40  in  1981.  But  Aweida  then 
tried  to  develop  a  mainframe  comput- 
er and  a  new  kind  of  optical  disk 
drive.  Many  promises  and  some  $200 
million  in  R&JD  later,  Storage  Tech 
lost  $505  million  in  1984  and  crashed 
into  bankruptcy.  Last  year  the  stock 
sold  as  low  as  $1.50  a  share. 

Aweida  was  replaced  by  Poppa,  now 
52  and  another  IBM  alumnus,  who 
had  built  up  BMC  Industries  in  three 
years  from  an  $88  million  (sales)  eye- 
glass lens  maker  to  a  $333  million 
(sales)  electronics  firm.  An  ex-sales- 
man. Poppa  squeezed  $70  million 
from  accounts  receivable,  canceled 
the  optical  disk  drive  project,  sold  as- 


sets for  $15  million,  slashed  the  pay- 
roll from  15,000  to  8,500  and  con- 
vinced old  accounts  to  give  the  com- 
pany a  second  chance. 

"We  had  only  three  months,"  Pop- 
pa recalls.  "If  we  hadn't  gotten  our 
customers  back,  we  would  have  been 
into  [liquidation].  The  first  question 
[from  customers]  always  was,  'Are 
you  going  to  make  it?'  " 

It  now  looks  like  the  answer  is  yes. 
Losses  were  cut  to  $57  million  last 
year.  In  the  first  quarter  of  1986  the 
company  earned  $5  million  from  op- 
erations and  tax  credits  on  $162  mil- 
lion sales,  and  will,  says  Poppa,  earn 
between  $30  million  and  $45  million 
for  the  full  year  on  $725  million  sales. 

What  about  those  hungry  creditors? 
Earlier  this  month  Poppa  expected  to 
shake  hands  on  a  pact  under  which 
the  creditors  will  likely  end  up  with 
$190  million  cash,  $275  million  in 
long-term  notes,  plus  enough  new 
stock  that  creditors  will  end  up  own- 
ing about  80%  of  the  company.  The 
new  stock,  to  be  issued  next  year, 
could  dilute  current  equity  holders  by 
as  much  as  5-to-I,  which  explains 
why  Michael  Price  bought  Storage 
debt,  not  its  equity.  The  benefit  to 
shareholders?  Poppa  figures  Storage 


Technology  will  be  free  and  clear  of 
Chapter  1 1  by  next  spring,  which  Pop- 
pa hopes  will  enable  Storage  Tech  to 
grow  fast  enough  to  more  than  offset 
the  dilution. 

Settling  with  the  creditors  does  not 
take  the  heat  off  Poppa.  IBM  controls 
some  85%  of  the  mainframe  comput- 
er disk  drive  market  where  Storage 
Tech  competes.  For  the  other  15%, 
Storage  Tech  faces  Burroughs'  Mem- 
orex  division  and  Japan's  Fujitsu  and 
Hitachi.  Fortunately,  Poppa  contin- 
ued to  spend  heavily  on  R&D — $65 
million  last  year,  about  10%  of  sales. 
This  is  vital  because  every  five  years 
or  so  IBM  introduces  a  new  product  to 
meet  the  surging  demand  for  added 
computer  storage.  Storage  Tech  must 
follow  suit,  and  do  it  well. 

Thus,  IBM  has  been  shipping  a  new 
tape  drive  that  uses  compact  tape  car- 
tridges rather  than  bulky  reels  of  tape. 
Next  spring  Storage  Tech  will  ship  its 
version  of  the  new  drive.  Storage 
Tech's  drive  will  offer  a  feature  IBM's 
lacks:  an  automated  tape  library. 
Many  companies  with  big  computer 
operations  can  have  100,000  comput- 
er tapes  sitting  on  shelves,  with  a  staff 
of  25  hunting  down  the  right  tape  to 
plug   into   the    computer.  Storage 


Tech's  new  product  is  a  7-foot-tall  silo 
that  holds  6,000  tapes  and  is  equipped 
with  a  mechanical  arm  that  will  plug 
in  the  correct  tape  within  10  seconds. 

"If  IBM  delays  a  couple  more  years, 
it  would  give  Storage  Tech  a  really 
nice  product,"  says  James  Porter  of  a 
computer  trade  publication.  Disk/ 
Trend,  of  Storage  Tech's  automated 
library. 

During  Storage  Tech's  slide,  Hita- 


chi picked  up  4%  of  the  computer 
disk  drive  market  (Storage  Tech  has 
3%).  Fujitsu  has  also  been  pushing. 
Poppa,  however,  dismisses  the  Japa- 
nese challenge.  "Once  we're  out  of 
Chapter  1 1,"  he  boasts,  "we'll  be  able 
to  run  circles  around  (the  Japanese]." 

Or  sell  out  to  them?  Some  computer 
industry  people  think  a  Japanese  com- 
puter company,  such  as  NEC,  Fujitsu  or 
Hitachi,  might  like  to  buy  a  resurrected 


Storage  Tech.  AT&.T  and  Siemens  have 
also  been  mentioned  as  suitors.  On 
rumors  of  a  takeover,  the  stock  has 
been  as  high  as  7  this  year,  before 
settling  down  to  a  more  recent  4.  The 
creditors'  plan  will  dilute  the  stock, 
and  may,  initially,  push  it  lower.  Any- 
how, it's  no  longer  a  mystery  why 
smart  investors  like  Michael  Price 
wanted  a  piece  of  this  particular  action, 
but  chose  the  debt  over  the  equity.  ■ 


Wear}^  of  Genescos  chronic  turnarounds, 
Wall  Street  abandoned  the  company. 
Could  this  be  the  time  for  another  look? 

Round-trip 
to  nowhere 


By  David  Henry 


REMEMBER  THE  OLD  JOKE  aboUt 
the  Polish  economy:  If  it's  al- 
ways getting  better,  then  how 
come  it  never  gets  good?  Over  the  last 
15  years  the  same  might  have  been 
asked  more  than  once  of  Nashvillc- 
based  Genesco  Inc.,  the  NYSE-listed 
shoe  and  menswear  company  that's 
regularly  been  proclaimed  a  turn- 
around candidate  since  the  beginning 
of  the  1970s. 

Created  out  of  the  old  General  Shoe 
Co.  in  1959,  Genesco  was  expanded 
by  the  late  Maxey  Jarman  into  a  man- 
ufacturing and  retailing  giant  for  ap- 
parel and  shoes,  including  such  well- 
known  outlet  chains  as  Bonwit  Teller 
and  Henri  Bendel.  By  1968  the  compa- 
ny boasted  revenues  of  $1  billion, 
with  $32  million  in  net  earnings, 
making  it  one  of  the  largest  and  most 
profitable  apparel  operations  in  the 
country. 

Genesco  got  big,  but  it  never  jelled. 
The  1969  recession  sent  the  company 
into  a  slide  from  which  it  has  never 
recovered.  Today  Genesco's  book  val- 
ue stands  at  a  mere  77  cents  per 
share,  down  from  a  peak  of  SI6  per 
share  in  1970. 

Last  year  the  company  lost  $34  mil- 
lion, or  $2.39  per  share,  on  sales  of 


$539  million,  with  much  of  the  red 
ink  coming  from  factory  closings  and 
writeoffs  in  failed  retailing  opera- 
tions. Repeated  "turnarounds"  never 
materialized. 

With  the  stock  recently  trading 
around  3  (down  from  a  high  of  58 'A  in 


1968),  Wall  Street  is  giving  Genesco  a 
value  of  no  more  than  $52  million. 
Nobody  seems  to  want  to  hear  the 
name  again.  But  a  close  look  at  the 
company  suggests  some  attractive 
hidden  values.  Break  the  company  up, 
and  its  parts,  which  include  more 
than  1,000  retail  stores  in  the  U.S.  and 
Canada,  would  fetch  conservatively 
at  least  $100  million.  After  that  come 
some  $120  million  in  tax-loss  carry- 
forwards that  have  accumulated  on 
the  company's  books. 

Yet  takeover  artists  haven't  made  a 
grab  for  Genesco,  largely  because  bur- 
ied in  its  books  are  $43  million  in 
accumulated  arrearages  owed  to  hold- 
ers of  ten  different  series  of  Genesco 
preferred  stock.  The  stock  was  origi- 
nally issued  in  the  late  1960s  in  ex- 
change for  apparel  companies 
Genesco  was  buying,  and  dividends 
have  not  been  paid  on  the  issues  in 
more  than  a  decade. 

But  the  arrearages  are  less  daunting 
than  they  would  seem.  Reason:  The 
only  restriction  they  impose  on  any 
future  use  of  assets  is  that  the  compa- 
ny cannot  pay  dividends  on  its  com- 


Willimn  Wire,  Genesco's  chairmcDi  and  cincf  c.\\\  iiiirc 
What  will  "Worst-Case  Wire"  do  with  the  money' 


Middle  South  Utilities  survived  a  brush  with 
bankruptcy.  Now  for  the  long  haul  back. 


A  nuclear 
survivor 


mon  until  the  preferred  holders  are 
paid  off.  In  short,  any  money  raised 
from  selling  properties  would  not 
have  to  be  used  immediately  to  pay 
the  preferred  holders. 

With  Its  trove  of  tax  carryforwards, 
the  company  could  become  a  kind  of 
mini  Penn  Central  if  the  firm  could 
rid  itself  of  operations  with  little 
growth  potential  while,  at  the  same 
time,  straightening  out  its  core  busi- 
ness of  shoe  retailing.  The  new  chair- 
man, William  Wire,  has  started  doing 
just  that,  having  in  recent  months 
raised  a  total  of  $25  million  through 
the  sale  of  everything  from  hosiery 
factories  to  a  folding-box  company. 
The  chairman,  who  revels  in  the  nick- 
name "Worst-Case  Wire,"  is  not  the 
sort  to  shrink  from  shrinking  the 
company. 

In  fact.  Wire  has  a  far  larger  sale  in 
mind.  Frustrated  at  having  to  pay 
Canada's  45%  tax  rate  on  profits  from 
its  ficalthy  Canadian  operations,  the 
Genesco  chairman  has  put  300  Cana- 
dian retail  outlets  up  for  sale,  along 
with  three  Canadian  manufacturing 
plants.  On  the  basis  of  current  and 
projected  earnings,  the  offering 
should  bring  Genesco  perhaps  as 
much  as  $75  million.  That,  in  turn, 
will  give  a  badly  needed  boost  to 
shareholder  equity,  since  Genesco 
currently  carries  the  properties  on  its 
books  at  about  one-third  the  price 
that  Wire  hopes  they  will  bring. 

What  will  Wire  do  with  the  money? 
In  all  likelihood,  he  will  use  it  to 
reduce  the  company's  $87  million  in 
long-term  debt.  That  debt  now  costs 
Genesco  $12  million  annually  in  in- 
terest, and  without  that  burden  the 
firm  might  have  wound  up  in  the 
black  this  year. 

Once  the  restructuring  is  finished, 
what  will  be  left?  Basically,  a  compa- 
ny with  three  chains  of  shoe  stores 
(Johnston  Murphy,  Jarman  and  Har- 
dy); a  shoe  wholesale  business,  in- 
cluding a  line  of  Western  boots;  and 
the  firm's  last  remaining  apparel  sub- 
sidiary. The  Greif  Cos.  The  Greif  op- 
eration doesn't  look  terribly  healthy, 
so  that,  too,  may  have  to  go.  A  good 
guess  is  that  the  shoe  businesses 
alone  should  be  able  to  earn  30  cents  a 
share  next  year  and  60  cents  a  share 
the  year  after. 

Stripped  down  to  a  shoe  company, 
Genesco  would,  ironically,  end  up 
about  where  it  was  before  its  late 
chairman  started  the  whole  acquisi- 
tion mess.  Thirty  years  and  a  lot  of 
grief  later,  you  end  up  where  you 
started,  only  a  lot  poorer.  We're  not 
sure  what  the  moral  is,  but  it  has 
something  to  do  with  the  folly  of 
grandiose  diversification.  ■ 


By  James  Cook 

NEW  Orleans'  giant  Middle 
South  Utilities  probably  came 
closer  to  bankruptcy  last  sum- 
mer than  any  utility  has  since  New 
York's  Consolidated  Edison  Co. 
pulled  back  from  the  brink  13  years 
ago.  Other  major  utilities  have  faced 
similar  problems  and  many  others  are 
likely  to  as  their  new  nuclear  power 
plants  go  into  operation. 


What  happened  is  this: 

During  the  1 1  years  MSU's  high- 
cost  Grand  Gulf  I  ($3.3  billion)  and 
Waterford  ($2.8  billion)  nuclear  plants 
were  abuilding,  MSU's  earnings  were 
sustained  by  the  Allowance  for  Funds 
Used  During  Construction  (AFUDC). 
The  noncash  credit  accounted  for 
91%  of  MSU's  reported  earnings  last 
year.  This  accounting  fiction  is  de- 
signed to  reflect  more  or  less  the  re- 
turn MSU  would  be  earning  on  its 
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Canon 
FaxPhone 


The  first  facsimile  that  belongs  on  your  desk. 


You  wouldn't  want  to  do  business 
without  your  own  phone.  So  why  give  up 
the  speed— and  privacy— of  a  phone  call 
when  you  want  to  put  your  talk  into  action? 

Canon's  revolutionary  FaxPhone  10 
lets  you  hold  a  conversation  and  send 
or  receive  documents  right  at  your  desk 
—all  in  the  same  phone  call.  Because 
FaxPhone  is  a  multifunction  deskphone. 
And  it's  also  an  advanced  business 
facsimile  that  communicates  with 
most  other  facsimiles  as  fast  as 
17  seconds  a  page*  over  ordinary 
phone  lines.  In  addition,  a  liquid-crystal 
display  that  tracks  FaxPhone  operations 
step-by-step,  autodialing,  and  an  auto 
document  feeder  make  the  facsimile 


functions  as  easy  to  use  as  the  phone. 
And,  of  course,  FaxPhone  can  receive 
documents,  even  when  you're  not  there. 

Canon  FaxPhone:  A  beautiful  way 
to  put  your  words  into  action,  right  at 


your  desk.  Because  now  your  phone 
calls  can  be  more  than  just  talk. 
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FAXPHONE  10 

More  than  just  talk. 

For  more  information  about  ttie  Fd^Ptii  irif^  10. 
call  toll  free  1-800-OK  CANON.  0.  /ynte 
Canon,  U.S.A.,  Inc.,  P.O.  Box  5210,  Clifton.  NJ  07015. 


4KWSJ07286 


ISCOV 


ctnc  jet 
in  explicit: 


engine  on 


time,  or  an  implicit  promise  like 
customer  satisfaction. 

Take  delivery.  We  believe  on- 
time  delivery  should  be  a  given. 
Beyond  that,  we  believe  delivery'  is  not 
the  end  of  a  sale.  It's  the  beginning 

relationship  in  which  we 


give  absolute  first  priority  to  antici- 
pating and  meeting  the  needs  of  our 
airline  customers. 

A  good  example  concerns  obso' 
lescence.  In  the  last  13  years  weVe 
upgraded  the  performance  of  our  CF6' 
50  series  of  engines  to  a  remarkable 
degree—improving  fuel  efficiency 
by  5.6%,  increasing  thrust  from  48,000 
to  54,000  pounds,  and  time  between 


shop  visits  from  1000  to  5000  hours. 

Yet,  every  design  change  behind 
these  improvements  can  be  retro- 
fitted  into  engines  we  manufactured  13 
years  ago.  And  the  same  thing  will 
apply  to  the  next  generation  of  fuel  effi' 
cient  jet  engines  now  being  delivered: 
theCF6-80C2. 

It  all  comes  down  to  an  atti- 
tude. Promises  are  not  just  a  matter 
of  good  intentions.  Promises  are 
meant  to  be  commitments. 


Middle  SoiilLi  I  Itlilics'  ( ini)ul  (iulf  )iuclecir  slcilio)!  ik >/  Jtir  fro/ii  I'orl  (iihsoii.  Miss. 
A  price  so  high,  nobody  could  afford  to  pay,  though  everyone  had  to. 


construction  assets  if  the  plants  were 
actually  operating.  It  enabled  MSU  to 
meet  all  the  financial  tests  that  were 
necessary  to  permit  it  to  continue  bor- 
rowing money. 

But  the  real  world  rudely  mter- 
vened.  The  rate  mcreases  needed  to 
cover  these  costs  were  so  enormous — 
perhaps  20%  altogether — that  MSU's 
regulatory  commissions  refused  to 
authorize  any  compensating  rate  m- 
creases  at  all.  Thus,  Grand  Gulf  and 
Watcrford  went  into  operation  last 
summer,  and  MSU's  four  operating 
subsidiaries  began  selling  high-cost 
nuclear  power  with  no  compensating 
rate  increases  to  pay  for  it. 

To  make  matters  worse,  once  the 
plants  were  in  operation,  MSU  was  no 
longer  able  to  book  the  fictional  earn- 
ings from  AFUDC. 

MSU's  financials  turned  sour,  so 
sour  that  MSU  could  no  longer  bor- 
row money  to  keep  going.  To  con- 
serve cash,  the  subsidiaries  stopped 
paying  dividends  to  MSU,  and  MSU 
stopped  paying  dividends  to  its 
common  shareholders.  "We  had  no 
choice,"  says  Edwin  Lupberger,  50, 
the  financial  man  who  took  over  as 
chief  executive  early  this  year  after 
MSU  Chairman  Floyd  Lewis  went  in 


for  quintuple  bypass  surgery.  "We  had 
no  dollars  to  pay  with." 

Looking  back,  says  Lupberger — he 
pronounces  his  name  Lou-berger — 
fumbling  for  the  silver  lining  in  the 
cloud,  MSU's  financial  crisis  may 
have  been  a  very  healthy  experience. 
He  notes  that  MSU  was  forced  to 
make  all  the  hard  decisions,  unwill- 
ing compromises  and  agonizing  reap- 
praisals necessary  to  put  the  company 
back  on  a  solid  basis.  "We've  had  to 
purge  ourselves  of  everything  and 
start  over,"  Lupberger  says. 

Like  the  threat  of  hanging ,  the  threat 
of  bankruptcy  has  a  galvanizing  effect 
on  people.  Everybody  moved  heaven 
and  earth  to  keep  MSU  from  going 
bankrupt — the  regulators,  the  banks, 
MSU  Itself.  Middle  South  Utilities  set- 
tled for  less  than  the  full  recovery  of 
the  costs  It  was  entitled  to,  and  the 
regulators  eventually  came  through 
with  enough  additional  rate  revenue 
to  keep  MSU  solvent.  "We  are  not  in 
the  clear  yet, "  Lupberger  says,  "but  we 
are  climbing  out  of  the  abyss." 

As  the  price  of  its  solvency,  MSU 
agreed  to  absorb  more  than  $330  mil- 
lion in  nuclear  construction  costs, 
costs  that  will  dilute  MSU's  return  for 
years.  And  though  MSU  will  eventu- 


ally recover  the  balance,  the  increases 
to  fund  them  are  being  phased  in  over 
ten  years. 

To  minimize  the  impact  of  these 
increases,  MSU's  rate  payers  are  in 
effect  buying  their  power  on  the  in- 
stallment plan,  falling  short  of  the  full 
amount  by  $800  million  in  the  first 
year,  $600  million  the  second,  $400 
million  the  third,  and  $200  million 
the  fourth — $2  billion  altogether — 
with  the  full  rate  increases  going  into 
effect  in  the  fifth  year. 

Ah,  the  marvels  of  modern  public 
utility  bookkeeping.  Thanks  to  it,  the 
money  that  MSU  won't  collect  over 
these  years  will  nevertheless  be 
counted  as  earnings.  MSU  will  earn  a 
current  return  on  the  deferrals,  but 
otherwise  won't  see  a  penny  until  the 
fourth  year  and  after.  They  will  be 
recovered  in  further  rate  increases 
over  the  succeeding  five  years. 

"During  1986,"  Lupberger  says, 
"two-thirds  of  our  earnings  will  be 
noncash,  but  our  position  gets  better 
as  this  phase-in  progresses.  We  give 
up  a  dollar  today,  but  we  get  it  back 
down  the  road,  and  we  get  carrying 
charges  on  it." 

MSU  is  still  not  out  of  the  woods.  It 
spent  another  $9,50  million  on  a  sec- 


PRESENTING  THE 
WORLD'S  FIRST  PERSONAL 
BUSINESS  COPIER. 
ANYTHING  LESS  IS  JUST 
A  PERSONAL  COPIER. 


We  have  nothing  personal 
against  personal  copiers  .We  sim- 
ply want  you  to  know  you  have  a 
very  comipelling  alternative. 

Wliich  is  quite  important, 
especially  when  you  consider 
that  over  80%  of  the  personal 
copiers  sold  are  actually  being 
used  in  business,  where  capa- 
bility is  everything. 

MUCH  MORE  THAN 
A  PERSONAL  COPIER. 

And  that's  precisely  why 
Toshiba  developed  the  BD-3110 
Personal  Business  Copier. 

It  does  things  the  leading 
personal  copier  can't. 

Let's  start  at  the  begin- 
ning, with  paper  capacity 

The  Toshiba  Personal 
Business  Copier  holds  250  sheets 
of  paper.  Personal  copiers  are 
limited  to  100. 

Our  copier  can  make 
5000  copies  a  month,  many  per- 
sonal copier  makers  recommend 
less  than  600. 

Continuing  right  along, 
the  Toshiba  Personal  Business 
Copier  offers  edge-to-edge 
copies.The  leading  PC  doesn't. 

We  provide  a  straight 


paper  path,  theirs  is  convoluted. 

In  addition,  the  user- 
friendly  Toshiba  BD-3110  gives 
you  color  on  virtually  any  stock. 
From  statement  size  to  legal  size. 

HALF  THE  COST 
PER  COPY. 

Our  Personal  Business 
Copier  gives  you  10  copies  a 
minute  at  about  half  the  cost  per 
copy  of  the  leading  PC.  Along 
with  the  convenience  of  push- 
button exposure  control  and  easy- 
to-read  LCD  display  And  the 
beauty  of  a  slim  design  that  is 
smaller  than  an  office  typewriter. 

For  even  more  reasons 
why  the  Toshiba  BD-3110  is 


much  more  than  a  personal  cop- 
ier, simply  fill  out  and  mail  our 
coupon.  Or  call  1-800-457-7777. 
Quality  in.  Quality  out. 

GIVE  ME 
ALL  THE  FACTS. 

Tell  me  more  about  Toshiba's  Personal 
Business  Copier. Call  1-800-457-7777  or 
mail  coupon  to :  Toshiba  America,  Inc. , 
Copier  Product  Division 
2441  Michelle  Drive 
Tustin.CA  92680. 

Name  


Company. 
Address— 
City  


-State  Zip  


Phone_L 


F  76 


In  Touch  with  Tomorrow 

TOSHIBA 


PHONE 
BILL 
MYSTERIES 
SOLVED! 

Your  phone  bill  isn't  intended  to  be 
a  secret.  Then  why  Is  it  a  puzzle 
you  can't  decode? 

The  information's  there,  but  th& 
format  isn't  organized  for  a  thorough 
analysis  of  costs.  So  you  can't  ef- 
fectively measure  your  company's 
telephone  usage,  or  point  out  areas 
of  misuse  and  abuse. 
.'  -  At  Account-A-Call  Corporation,  ;^ 
we've  created  a  way  to  decipher 
your  company's  telephone  costs! 
Our  telecommunications  data  pro- 
cessing  firm  has  introduced  the  ' 
most  advanced  reports  on  the 
market.  And  now  our  reports  are  •  ■  ■ 
more  graphically-revealing  than  - 
any  other  available.  "^'x 

We've  found  a  way  to  simplify  ; 
and  organize  data  while  reducing  ' 
your  analysis  time— through  the 


use  of  visually  exciting  charts  and  ? 
graphs.  These  revolutionary  new 
graphics  offer  a  complete  picture 
of  your  telephone  system,  pointing ' 
out  effective  and  ineffective  phone 
usage  throughout  the  company! 

Our  numerical  information  is  or-  •• 
ganized  into  easy-to-read  columns  ;■ 
with  headings  that  describe  who 
made  the  calls,  when  and  where 
they  were  made,  how  long  they 
took  and  how  much  they  cost. 

Our  reports  also  allocate  tele-  ■ 
phone  costs  by  company,  division, 
department,  cost  center  and  individ- 
ual. They  analyze  WATS,  foreign 
exchange,  tie-lines  and  other 
special  service  activities. 

With  our  help,  you  can  have 
complete  visibility  and  control  of 
your  telephone  system.  We'll  help  i 
you  eliminate  abuse  and  misuse 
while  obtaining  the  best  possible 
telephone  service  at  the  lowest 
possible  cost.  More  important, 
we'll  provide  you  with  reports 
you  can  understand !    . .    > . ' 
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ond  unit  at  Grand  Gulf  before  the 
Mississippi  PSC  halted  construction 
last  September.  Lupberger  concedes 
that,  after  the  political  firestorm  of 
last  fall's  rate  increases,  MSU  is  un- 
likely to  attempt  to  recover  that  large 
a  sum  through  the  rate  structure. 

Instead,  he  hopes  to  sell  off  some  of 
the  installed  equipment  and  use  some 
of  the  rest  for  spare  parts  for  other 
MSU  nuclear  plants.  He  intends  to 
save  the  concrete  slab  on  which  the 
plant  was  to  have  been  built  for  an- 
other power  plant  sometime  in  the 
future.  "What  we're  trying  to  do," 
says  Lupberger,  "is  get  the  residue  of 
that  $950  million  down  as  small  as  we 
can,  so  the  consumer  never  sees  it  and 
It  doesn't  clobber  the  stockholders. 

"The  operating  utilities  are  going  to 
earn  in  the  neighborhood  of  10%  to 
12%  over  the  phase-in  period,"  Lup- 
berger says.  "We're  not  going  to  be 


Everybody  moved  heaven 
and  earth  to  keep  MSU  from 
going  bankrupt — the 
regulators,  the  banks,  MSU 
itself.  The  company  settled 
for  less  than  the  full 
recovery  of  costs  it  was 
entitled  to,  and  the 
regulators  came  through 
with  enough  rate  revenue  to 
keep  MSU  solvent. 


one  of  the  better-earning  utilities  over 
this  period.  We  won't  have  much 
earnings-per-share  growth.  The  com- 
pany will  be  rather  stable,  nothing 
exciting,  nothing  catastrophic,  just 
sort  of  a  pure  vanilla  look." 

Lupberger  figures  MSU  now  pays 
100  to  150  basis  points  (1.0  to  1.5 
percentage  points)  more  than  the  av- 
erage quality  utility  bond.  It  has  to 
sell  common  stock  for  50%,  60%  and 
75%  of  book  value,  vs.  the  110%  to 
120%  of  book  a  good,  solid  utility 
commands  these  days,  although  the 
price  should  move  closer  to  book  as 
MSU  resumes  dividends — probably 
this  fall. 

MSU's  Louisiana-Mississippi-Ar- 
kansas territory  is  one  of  the  poorest 
and  least  dynamic  in  the  U.S.,  and  the 
phase-in  of  higher  rates  is  certainly 
going  to  slow  any  growth  in  demand. 

"I  think  the  future  in  our  business 
IS  probably  more  uncertain  than  it's 
been  since  the  Depression,"  Lup- 
berger says.  "What  with  cogeneration 
coming  along,  on-site  generation, 
pure  efficiency  of  usage  and  the  pros- 
pect of  being  required  to  wheel  power 
for  our  industrial  customers,  I  think 
it's  a  genuine  question  of  are  we  going 
to  grow  or  are  we  going  to  shrink."  ■ 
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Pickup  trucks  mean  hot  profits  today, 
and  Fords  could  he  hottest  this  fall, 
thanks  to  a  technological  and  marketing 
advantage  ovei"  competitors. 

No  skidding 


By  Jerry  Flint 

T|he  Ford  Motor  Co.  will  have 
a  leg  up  on  its  competitors  this 
fall  in  the  light-truck  market. 
The  advantage:  a  computerized  anti- 
lock  braking  system  that  will  be  stan- 
dard equipment  on  its  full-size  pick- 
ups and  the  Bronco  utility  lines. 

The  truck  market  is  hot:  One  truck 
is  being  built  today  for  every  two  cars, 
and  truck  production  in  the  U.S.  and 
Canada  this  year  is  running  4%  ahead 
of  last  year's,  while  car  production  is 
down  2%.  At  Ford,  40%  of  the  U.S. 
sales  are  trucks. 

Turn  that  into  dollars  this  way:  Last 
year  Ford  sold  1.3  million  trucks  in 
the  U.S.,  more  than  700,000  of  them 
the  big  pickups — which  retail  in  the 
$12,000-to-$  15,000  range—and  the 
Broncos  that  will  get  the  new  brake 
system.  A  10%  unit  sales  gain  on 
these  models  would  add  about  $700 
million  to  wholesale  volume. 


Next  model  year  the  truck  competi- 
tion will  intensify  as  GM's  Chevrolet 
and  Chrysler's  Dodge  division,  as  well 
as  Ford,  make  substantial  model 
changes  in  their  light-truck  lineup. 

Computerized  brakes  pump  the 
brakes  automatically,  which  keeps 
the  rear  wheels  from  locking,  reduc- 
ing the  possibility  of  spinning  out  in  a 
hard  stop.  But  why  should  safety  sell? 
First,  stopping  safely  is  a  problem  for 
light  trucks  because  of  the  big  varia- 
tion of  weight — loaded  or  unloaded — 
on  the  rear  axle.  Second,  computer- 
ized braking  systems  are  the  hottest 
performance-safety  item  in  car  tech- 
nology, in  use  in  macho  cars  like  Mer- 
cedes, Porsche,  BMW,  Corvette,  Pon- 
tiac's  STE,  Lincoln's  Continental  and 
Mark  VII.  Who  doesn't  want  what's 
on  a  Porsche  or  a  Corvette; 

The  Ford  truck  system  is  simpler  and 
less  expensive  than  the  computerized 
braking  system  used  in  such  expensive 
cars.  The  systems  in  aiitos  cover  all 


Torrid  trucks 


four  wheels;  the  Ford  truck  system, 
developed  by  Kelsey-Hayes  Co.  (part  of 
embattled  Fruehauf  Corp.),  is  a  two- 
wheel  system  on  the  rear  wheels.  It 
costs  less  than  $100  and  won't  make 
much  of  a  bulge  in  a  truck's  price. 

"This  is  a  real  breakthrough,"  says  a 
Ford  chassis  engineer.  "We've  got  to 
hand  it  to  Kelscy  for  coming  up  with  a 
simple  system  that  we  could  make 
standard  equipment." 

Chevrolet,  Ford's  big  challenger  in 
trucks,  and  trailing  Ford  by  5%  in 
truck  sales  this  year,  will  have  anti- 
lock  brakes  on  its  big  pickups,  but 
probably  about  six  months  after 
Ford's  appear.  Chrysler  has  spent 
about  $500  million  to  rebuild  its 
truck  plant  and  prepare  its  new, 
slightly  smaller  pickup,  )ust  getting 
into  production.  But  it  won't  have  an 
antilock  system  for  a  year  or  more. 

Any  technological  advance  could  be 
useful  against  the  Japanese,  too.  Their 
truck  sales,  mostly  of  smaller  pick- 
ups, are  unrestrained  by  the  quotas  on 
cars.  Detroit  seemed  to  stop  the  Japa- 
nese with  Its  own  smaller  pickups  a 
few  years  ago,  but  now  sales  of  im- 
ported trucks,  particularly  Toyota  and 
Mazda,  are  climbing  again,  account- 
ing for  about  a  fifth  of  the  light-truck 
market. 

Ironically,  Ford  people  say  they 
won't  be  advertising  the  antilock 
brakes  as  a  safety  feature,  or  advertis- 
ing them  much  at  all.  It's  not  that 
"safety  doesn't  sell."  It's  fear  that  pro- 
moting a  safety  feature  would  make 
the  company  a  target  for  hungry  law- 
yers, suing  Ford  whenever  one  of  its 
trucks  with  antilock  brakes  got  into 
an  accident  or  suing  for  any  vehicle 
owner  whose  truck  didn't  have  them. 
But  in  the  auto  business,  when  some- 
thing works,  word  gets  around.  ■ 


The  car  business  has  been  better.  But  truck  sales  are  at  of  types.  Big  sellers  include  big  and  small  pickups  and 
record  levels,  thanks  to  the  popularity  and  wide  variety   vans  as  well  as  the  four-wheel-drive  utility  vehicles. 


Retail  sales  in  U.S.  (millions) 

0  0.5  1.0  1.5  2.0  2.5  3.0  3.5  4.0  4.5  5.0  5.5  6.0  6.5 


Figures  for  the  U.S.  companies  include  imponcd  vehicle.;— mostlv  cars  in  1985.  and  cars  and  trucks  in  1979. 
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The  Global 
Communications  Revolution 


ust  when  you  were  get- 
ting used  to  the  idea  of 
dealing  with  an  army  of 
suppliers,  large  and 
small,  for  your  telecom- 
munications, data  pro- 
cessing, and  business 
automation  needs,  tech- 
nological developments 
are  forging  those  sepa- 
rate segments  into  a  unified  global  indus- 
try. Once-discrete  technologies  are  merg- 
ing in  new  products  like  communicating 
word  processors  and  computerphones.  The 
companies  that  supply  those  products  are 
changing,  too,  through  internal  expan- 
sion, merger,  acquisition,  and  joint  ven- 


Inspiring  businesses 

to  meet  the 
challenges  of  the 
worldwide  economy. 


tures  In  the  end,  we 

will  see  one  worldwide 
information  industry, 
dominated  by  a  relative 
few  megacompanies. 

This  convergence  is 
not  only  likely,  it  is  in- 
evitable, and  already 
  under  way.  The  key  im- 
petus is  the  digital  inte- 
grated circuit — the  chip  that  has  found  its 
way  into  virtually  every  tool  for  informa- 
tion access,  storage,  processing,  and 
transport.  As  engineers  move  from  one  in- 
dustry segment  to  another,  they  bring  with 
them  knowledge  and  techniques  developed 
in  previous  jobs.  Products  from  one  in- 


SIEMENS 


The  shape  of  things  to  come 
in  business  communications. 


^1 


Time  was  when  your 
telephone  company  could  only 
provide  you  with  a  voice  on  the 
other  end  of  the  line. 

Times  are  changing. 

Soon,  you'll  be  able  to  send  and  receive  all  forms  of 
connmunications  including  voice,  data,  and  even  video  in 
your  office,  home,  anywhere.  Thanks  to  the  enormous 
communication  power  of  the  Integrated  Services  Digital 
Network  (ISDN)  and  your  telephone  company's  advanced 
Centrex  services.  Services  that  can  be  tailored  to  meet 
your  specific  business  or  personal  needs. 

With  ISDN-Centrex  services,  your  existing  telephone 
lines  will  be  transformed  into  digital  superhighways  that 
can  carry  combinations  of  voice,  data,  and  image  services 
simultaneously  Without  the  need  for  separate  data  lines 
and  modems.  And  without  the  need  for  heavy  capital 
expenditures  or  large  communications  staffs. 

For  you  and  your  business,  this  means  a  virtually 
unlimited  range  of  communications  services  to  help 
keep  you  competitive.  And  new  levels  of  convenience, 
economy  and  control  of  your  communications  system. 

Imagine  being  in  your  home  or  office. .reading  an 
electronic  mail  message  on  your  personal  computer., 
talking  to  the  sender. .printing  out  a  copy  of  the  message, 
plus  sending  a  response.  All  during  the  same  call  using 
only  one  ordinary  telephone  line  that's  already  in  place. 

Discover  the  shape  of  things  to  come  in  business 
communications  with  ISDN-Centrex  services  based  on 
Siemens  EWSD  digital  central  office  switching  system. 
Contact  your  local  telephone  company  or  write  Siemens 
Communication  Systems,  Inc.,  Public  Switching  Division, 
5500  Broken  Sound  Blvd.,  Boca  Raton,  Florida  33431. 


Siemens. 

Helping  your  telephone  company 
serve  you  better. 


•1986  Siemens  Communication  Systems,  Inc 
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dustry  segment  start  to  incor- 
porate elements  and  features 
found  in  another.  Eventually, 
products  that  belong  to  more 
than  one  segment  emerge  and 
their  formerly  separate  mar- 
kets converge.  That  expanded 
market  embraces  disciplines 
beyond  the  manufacturers'  tra- 
ditional scope  and  requires 
companies  to  converge. 

Technology  at  the  Wheel 

Technology  is  what  has  turned 
traditionally  staid  telecom- 
munications into  one  of  the 
most  dynamic  industries.  Re- 
duced regulation,  elimination 
of  communications  monopo- 
lies, international  standards  activity, 
and  open  systems  architecture  are  all 
invigorating  the  global  communica- 
tions revolution.  But  technology  is 
its  lifeblood. 

Jim  Bauer,  president  of  Ameritech 
Development  Corporation,  ob- 
serves: "Rapid  advances  in  technol- 
ogy have  had  an  enormous  impact  for 
change.  That  has  probably  done 
more  to  spur  the  recent  trend  toward 
deregulation  than  anything  else!' 

Because  the  digital  integrated  cir- 
cuit has  firmly  established  itself  as 
an  essential  component  of  com- 
puters, communications  hard- 
ware, and  office  equipment, 
digital  transmission  has 
emerged  as  the  preferred  lan- 
guage for  transferring  informa- 
tion in  any  form — voice,  data, 
image,  and  video.  As  the  infor- 
mation industry's  least  com- 
mon denominator,  digital 
technology  is  the  highly  effi- 
cient interface  between  infor- 
mation processing  and  in- 
formation transfer.  Besides 
eliminating  the  slowdowns  that 
occur  in  digital-analog  conver- 
sion, all-digital  also  offers 
much  higher  raw  speed — e.g., 
the  Tl  rate  of  1.544  Mbps  is 
150  times  faster  than  the  data 


The  benefits  of  mformanon  technologies  to  enhance  communica- 
tions can  be  realized  only  if  human  factors  are  also  considered.  This 
concept  by  Koji  Kobayashi,  NEC  Ltd.  president  and  CEO,  the  sup- 
plement logotype  by  Michel  Tcherevkoff,  and  the  Texas  Instruments 
advertisement  on  p.  13-16,  all  give  expression  to  this  critical  fact. 


rate  on  standard  telephone  lines. 

Accordingly,  it  made  sense  to  con- 
vert the  analog-based  public  tele- 
phone network  to  digital.  Most 
modern  countries  are  replacing  ana- 
log central  office  switches  with  digital 
switches  of  the  type  pioneered  by  Er- 
icsson, Northern  Telecom,  NEC, 
and  CIT- Alcatel.  Though  this  is  an 
enormous  job,  the  potential  savings 
are  tantalizing.  Richard  Liebhaber, 
executive  vice  president  of  MCI 
Communications  (Washington),  ob- 
serves, "Digitization  of  the  telecom- 
munications network  is  driving  costs 


Converting  the  public  telephone  network's  analog  switches  to 
newer  digital  switches  is  vital  to  extending  Information  Age  appli- 
cations to  all  business  users.  ISDN  capabilities  will  be  added  to 
respond  to  market  demands. 


down  in  all  sorts  of  ways.  Space 
power,  and  analog  conversior 
requirements  are  just  three  ex 
amples.  They  amount  to  i 
price/performance  advantage 
[over  analog]  that  approaches 
an  order  of  magnitude!' 

In  the  U.S.  (see  chart),  con- 
version to  digital  switching 
is  propelled  by  more  thar 
just  cost  savings.  The  Regiona 
Bell  Operating  Companie; 
(RBOCs)  spun  off  in  ihi 
AT&T  divestiture  are  banking 
on  the  advanced  capabilitie; 
of  digital  switches  to  allow  therr 
to  provide  the  services  theii 
prized  big-business  custom 
ers  want. 
After  the  digital  integrated  circuit 
perhaps  the  next  most  importan 
technological  advance  in  telecommu 
nications  is  fiber-optical  transmission 
One  pair  of  hair-thin  glass  fiber; 
transmitting  laser-generated  ligh 
can  simultaneously  transmit  thou 
sands  of  conversations — roughh 
10,000  times  the  volume  carried  b} 
electrical  signals  on  copper  wire. 

Limitless  Fiber 

As  impressive  as  that  fact  might  be 
fiber's  carrying  capacity  is  still  goinj 
up  (see  chart).  What's  more,  fibe 
can  carry  its  signal  up  to  2! 
times  farther  than  electrica 
signals  can  be  carried  on  cop 
per.  This  reduces  the  need  foj 
costly  electronic  amplifiers  and 
repeaters  to  shore  up  fading 
signals  on  the  network. 

Among  fiber's  advantages  i: 
its  high  resistance  to  electrica 
interference  from  lightning 
and  power  lines.  In  addition 
because  it  is  a  closed  median 
(unlike  microwave  and  satel 
lites),  it  is  more  secure. 

So  far,  the  pace  of  fiberiza^ 
tion  in  the  U.S.  has  been 
quicker  than  most  peoph 
thought  possible.  Interex 
change  (long  distance)  net 


Someday  you'll  be  able  to  buy 
networking  in  nice  neat  packages. 


Now  you  can  build  a  network  simply  by  choosing  the  Standard  Network- 
ing Package  that  fits  your  needs.  Just  like  pack^iged  computing  solutions,  each 
Standard  Networking  Package  contains  all  the  hardware,  software  and  services 
necessary  to  configure,  install,  maintain  and  expand  a  flexible,  high-perform- 
ance network.  Packages  even  include  our  DECconnect '  Communications 
System,  so  you  can  deliver  integrated  data,  voice  and  video  communications 
right  to  the  user's  desk. 

Digital's  Standard  Networking  Packages  range  from  local  area  networks  for 
departments  in  a  single  location  to  wide  area  networks  for  multi-site  applications 


Standard  Networking 
Packages.  Complete 
sohitions  that  make 
building  a  network 
as  easy  as  this. 

with  thousands  of  users.  Packages  can  be  installed  independently  or  combined 
for  extended  capabilities  now  or  in  the  future.  And  they  can  communicate  with 
IBM,'  and  other  vendors'  equipment,  as  well  as  link  locations  around  the  world. 
What  it  all  adds  up  to  is  a  building  block  approach  to  networking  with  the  ease 
of  one-stop  shopping.  And  only  one  company  has  it  now. 

Il     Call  your  local  Digital  Equipment  Corporation  sales  representative  or  write: 
x)igital  Equipment  Corporation,  Networks  and 
Communications  Manager,  200  Baker  Avenue, 
West  Concord,  Massachusetts  01742. 


t  a 


D 


i Digital  l-;i|Uipmcni  Corporjuon  I'^Kd.  Digiial.  Itif  UiKiial  logo  .ind  l)i;<..  ciniH-<  i  ,iu-  ir.alcmjrks  ol  DiKii.ii  I  im  unrni  i,  oi|.oi,ition  IBM  is  .1  rcyjisic  red  11  .Klon.i[ k  ol  Iiultii.iii.  mjl 
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works  will  soon  be  all  fiber.  Though 
predictions  for  converting  the  local 
loop  (which  comprises  over  90%  of 
currently  installed  copper  wire)  ex- 
tend well  into  the  1990's,  fiber  is  al- 
ready being  installed  for  both  public 
and  private  networks. 

In  the  international  arena,  fiber 
promises  to  bring  the  world  much 
closer  together  by  multiplying  inter- 
continental capacity.  Several  efforts 
are  under  way  or  on  the  drawing 
boards  for  transoceanic  fiber- 
optical  cables.  The  first  of 
these  is  expected  to  start  car- 
rying traffic  in  1988. 

Despite  the  promise  of  fiber, 
alternative  transmission  tech- 
nologies, principally  micro- 
wave and  satellite,  have  not 
stood  still. 

Though    microwave  has 
largely  lost  the  long  distance 
battle  to  fiber  optics,  local  ap- 
plications for  microwave  are 
booming.  Most  promising  is 
its  use  in  bypassing  the  local 
telephone  company,  especially 
in  congested  urban  areas  where 
laying  cable  for  a  private  line  is 
impracticable.  Newer  generations  of 
more  cost-effective  compact  units 
from  NEC,  Harris,  and  many  others 
are  scrambling  for  these  niches. 

In  the  satellite  world,  the  hottest 
new  technology  is  VSATs  (very  small 
aperture  terminals).  Placing  more 
powerful  transmitters  on  satellites 
has  shrunk  the  size  and  cost  of  earth 
stations.  Current  VSATs,  between 
one  and  two  meters  in  diameter,  are 
priced  as  iow  as  $5,000.  This  has 
spurred  new  applications  optimized 
where  the  locations  to  be  connected  are 
both  numerous  and  highly  dispersed . 

The  VSAT  market  is  expected  to 
reach  $1  billion  by  1990.  GTE  Space- 
net  (with  its  Skystar  service)  and  a 
joint  venture  between  AT&T  and 
Harris  Corp.  called  Skynet  are  the 
two  most  prominent  players  so  far  in 
a  market  that  also  includes  VSAT  pi- 
oneer Equatorial  Communications. 


Vendors  are  not  ignoring  the  im- 
peratives of  convergence.  They  are 
branching  out  into  all  key  areas  of  the 
information  processing  and  trans- 
port business.  AT&T's  1985  annual 
report  opens  with  this  statement: 
"AT&T's  overall  mission  is  to  pro- 
vide its  customers,  worldwide,  with 
products,  services,  and  systems  for 
the  movement  and  management  of 
information!'  In  fact,  the  company 


"Fiber-optical  cable  is  the  first  transmission  product  available 
that  has  yet  to  show  environmental  or  technological  limitations.  In 
fact"  says  Fujitsu  America  Vice  President  John  Stockford,  "we  can 
foresee  no  limit  on  signal  speeds  fiber  can  handle" 

recently  combined  the  marketing  di- 
visions of  AT&T  Communications 
and  AT&T  Information  Services  to 
give  large  users  a  single  contact  point 
to  serve  their  networking  needs. 

One-Stop  Shopping 

While  AT&T  is  getting  its  marketing 
act  together,  IBM,  the  world's  master 
marketer,  is  taking  the  wraps  off  its 
own  Enterprise  Marketing  Program. 
EMP  combines  the  offerings  of 
IBM's  new  communications  part- 
ners, MCI  Communications  and 
Rolm,  with  its  own  impressive  capa- 
bilities to  provide  one-stop  shopping 
for  very  large  end-to-end  service  ac- 
counts. It's  a  very  important  devel- 
opment and  a  sign  of  things  to  come. 

There's  no  denying  that  one-stop 
shopping  and  end-to-end  service  are 
what  users  are  going  to  want  soon, 
even  if  they  don't  all  want  it  yet. 


There  are  many  top  executives  who 
still  see  information  management  "asi 
an  accounting  tool  and  a  cost  item, 
not  a  multipurpose  strategic  weapon 
that  can  reshape  their  competitive 
situation"  says  J.  David  Hann,  pres- 
ident of  GTE  Telenet  Communica- 
tions (Reston,  Va.),  now  part  of  U.S. 
Sprint. 

Right  now,  though,  "Very  few 
people  really  understand  all  the  net 
working  choices  available  anc 
what  they  have  to  offer,"  says 
Edward  B.  Matthews,  vice 
president,  strategic  planning 
and  development,  at  Northern 
Telecom  Inc.  "Even  the  biggesi 
corporations','  Matthews  ob 
serves,  "often  lack  the  under 
standing  and  competency  to 
build  a  network  architecture 
that  will  propel  them  into  the 
future!' 

Nevertheless,  effective  net 
work  solutions  begin  with 
users'  taking  a  good  hard  loob 
at  their  business  operations 
and  goals.  This  process  yield 
its  own  rewards,  as  Petei 
Gyenes,  vice  president  of  BB> 
Communications  (Cambridge, 
Mass.),  points  out.  Such  self-analy^ 
sis  takes  in  some  very  specific  con 
siderations.  "It  requires  analysis  o: 
the  locations  to  be  linked,  applica 
tions  to  be  incorporated,  and  the  mi> 
of  devices  to  be  connected.  Nizvq 
companies  have  little  idea  of  wha 
their  actual  traffic  patterns  are,  anc 
that's  just  the  starting  point!' 

Private  Networks 

The  explosion  of  telecommunicaj 
tions  alternatives  resulting  from  de 
regulation  and  AT&T's  divestiturj 
has  helped  fuel  the  move  toward  im 
house  networking  solutions.  Thougll 
private  corporate  networks  have  beer 
around  since  the  1960's,  networking 
cost  factors  and  the  strategic  impor 
tance  of  information  industry  techj 
nologies  are  creating  a  boom. 
The  current  craze  is  based  on  "T 
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:ircuits!'  These  are  high-capacity 
1.544  megabits  per  second)  point- 
o-point  digital  pipelines  that  can  be 
eased  or  purchased.  The  pipeline 
nay  be  copper  wire,  microwave,  sat- 
;llite,  fiber-optical  cable,  or  a  com- 
bination of  media.  AT&T,  MCI,  and 
Jnited  Technologies,  as  well  as  all  the 
Regional  Bell  Operating  Companies 
)ffer  Tl  service. 

Tls  are  attractive  because  they 
jrovide  "plain  vanilla"  trans- 
nission  capability,  leaving  the 
nanagement  (and  control) 
)f  that  capacity  to  the  end 
iser.  "Premises-based  control 
neans  you  can  increase  your 
)ptions,  manage  your  network 
)etter,  reconfigure  and  allo- 
;ate  bandwidth  on  demand, 
ind  grow  more  flexibly.  It 
neans  you  are  not  at  the  mercy 
)f  the  carriers,"  notes  Tony 
lusso,  vice  president  of  mar- 
:eting  at  Network  Equipment 
fechnologies. 

Because  private  networks 
ike  Tl  circuits  are  overkill  for 
ow-volume  network  users, 
nost  carriers  are  now  offering 
nore  flexible  service  alternatives  for 
uch  users.  The  most  talked-about  of 
hese  are  so-called  virtual  private 
letworks.    Although   they  rely 
n  common  carrier  (public)  trans- 
nission  facilities,  virtual  private 
etworks  encompass  software  that 
an  customize  service  for  indivi- 
|ual  users. 

!>lobal  Ties 

it  the  other  end  of  the  private-public 
pectrum  looms  the  Integrated  Ser- 
ices  Digital  Network.  ISDN  aims  to 
itegrate  communication  services 
ke  voice,  data,  video,  facsimile,  and 
(lore  on  a  single,  worldwide,  all-dig- 
al  network.  Though  some  observers 
ucstion  whether  such  universality 
■ill  ever  be  fully  realized,  few  would 
isagree  with  Ron  Weindruch,  vice 
resident,  sales,  at  Siemens  Com- 
lunication  Systems  (Boca  Raton, 


Fla.):  "ISDN  will  transform  the  tele- 
phone network  into  something  few 
people  have  ever  dreamed  of." 

ISDN  would  provide,  on  the  public 
telephone  network,  many  of  the  com- 
munications capabilities  now  avail- 
able only  on  all-digital  private 
networks.  Having  ISDN  service  to 
your  telephone  would  give  you  three 
channels — including  at  least  one  for 
data — to  your  phone  jack,  instead  of 


"Electronic  mail,  as  well  as  graphic  and  video  applications  like 
facsimile  and  videoconferencing,  will  help  fuel  an  explosion  of  data 
communications  traffic]'  says  J.  David  Hann,  president  of  GTE 
Telenet  Communications  Corp. 

the  one  voice  channel  you  have  now. 

The  ISDN  concept  evolved  largely 
outside  the  United  States.  In  some 
respects,  it  is  tied  to  traditionalist 
thinking  about  telecommunica- 
tions— one  highly  capable  network 
providing  equal  service  to  everyone. 
While  this  concept  might  work  well 
in  those  countries  where  post,  tele- 
phone, and  telegraph  monopolies 
(PTTs)  still  have  a  firm  hold  on 
which  services  will  be  available  to 
whom,  the  largely  deregulated  U.S. 
has  set  another  course. 

Waiting  for  ISDN 

Does  this  mean  ISDN  can't  or  won't 
work  in  the  U.S.?  Absolutely  not. 
Digitizing  the  public  telephone  net- 
work will  make  ISDN-like  service 
possible,  and  therefore  inevitable. 
Already,  the  U.S.  is  forging  ahead 
with  ISDN  field  trials  that  will  help  in 


standards  development  and  under- 
standing markets  for  a  wide  range  of 
digital  services. 

Certainly  ISDN,  in  some  form, 
will  become  a  reality  in  the  U.S.  As 
Harris  Corp.  Senior  Vice  President 
Guy  Numann  points  out,  "There  are 
too  many  important  players  behind 
ISDN  for  it  not  to  happen!" 

The  light  at  the  end  of  the  ISDN 
tunnel  is  an  ideal  called  "universal 
connectivity":  Plug  your  com- 
puter into  the  network  any- 
where in  the  world  and  achieve 
instantly  the  ability  to  com- 
municate with  any  other  de- 
vice, anywhere  on  the  network, 
regardless  of  who  manufac- 
tured the  equipment. 

Achieving  open  systems — or 
universal  connectivity — de- 
pends on  the  vendors'  agreeing 
to  support  a  single  set  of  indus- 
try standards  so  that  each  de- 
vice on  the  network  will  address 
the  network  in  the  same  way,  no 
matter  how  each  device  handles 
information  on  its  own  side  of 
the  network  on-ramp.  Toward 
this  end,  more  and  more  users 
and  vendors  are  supporting  the  work 
of  standards  organizations  around 
the  world.  Several  international  stan- 
dards organizations  have  promul- 
gated "model"  network  architectures 
designed  to  help  achieve  universal 
connectivity. 

One  key  effort  in  this  field,  the 
seven-layer  Open  Systems  Intercon- 
nection (OSI)  model  was  created  by 
the  International  Standards  Organi- 
zation (ISO),  primarily  to  establish 
an  alternative  to  IBM's  Systems 
Network  Architecture.  SNA,  re- 
flecting IBM's  position  in  the 
mainframe  computer  market,  had 
become  a  de  facto  standard  for  data 
communications. 

Giants  Fall  Into  Step 

The  dramatic  growth  of  packet- 
switched  networks,  based  on  the 
X.25  protocol  the  ISO  established  in 
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Chairman  of  the  Board 
Deng  Xiaoping 
The  Diversification  of  China,  Inc. 


)rogress,  intelligentiy  planned. 
That's  how  the  dictionary  de- 
fines telesis.  Today,  one  of  history's 
lost  dramatic  examples  of  telesis  is 
nfolding,  as  China— under  the  leader- 
lip  of  Deng  Xiaoping— makes  its 
reatest  leap  yet  towards  a  free  market. 

His  goal:  to  bring  China  into  the 
3th  century— before  the  21st.  In  a 
ation  that  holds  nearly  one-quarter 
f  the  world's  population,  the  sheer 
lagnitude  of  this  task  is  overwhelming. 
Mt  at  81,  Deng  Xiaoping  is  dicing  in, 
reating  his  own  blend  of  communism 
id  private  enterprise. 

The  "responsibility  system"  as 
eng  calls  his  new  program,  is  send- 
g  ripples  throughout  China's  once 
agnant  economy.  In  the  countryside, 
Basants  now  decide  what  and  when 
plant,  and  are  free  to  sell  their  surplus 
the  open  market  once  state  quotas 
ive  been  met.  Since  1979,  when 
)vemment  controls  were  eased,  rural 
ring  standards  have  more  than 
)ubled,  and  once-drab  villages  have 
icome  diverse  centers  of  local  trade. 

In  the  cities,  Deng's  new  strategy 
jnalizes  workers  for  their  company's 
sses  and  rewards  them  for  profits. 
3t  surprisingly  profits  are  up. 

And  everywhere,  for  the  first  time, 
e  Chinese  have  money  to  spend. 
•  keep  up  with  the  growing  demand, 
ivately-owned  businesses  are  spring- 
g  up  all  over— from  motorcycle 
:tories  and  appliance  stores  to  res- 
jrants  and  even  banks. 

Many  call  Deng's  program  of  eco- 
:  )mic  reform  the  "second  revolution!' 


For  the  little  man  once  denounced  by 
Mao  as  a  "capitalist  roader;"  however, 
it  is  simply  a  matter  of  pragmatics: 
"It  doesn't  matter  whether  a  cat  is  black 
or  white''  says  Deng, "as  long  as  it 
catches  mice!' 

At  Pacific  Telesis,  we  salute  the 
special  kind  of  progress  made  by  those 
who  don't  look  back  at  what  was,  but 
forward  at  what  can  be. 

Two  years  ago,  the  breakup  of  the 
Bell  System  presented  us  with  the 
massive  task  of  restructuring  our  own 
business.  After  careful  consideration, 
we  determined  that  real  opportunities 
for  long  term  growth  lie  in  our  ability  to 
compete  in  new  lines  of  business  where 
our  skills  and  experience  give  us  a 
competitive  edge.  For  example,  through 
Pacific  Telesis  International,  we're 
marketing  our  telecommunications 
know-how  to  developing  nations,  like 
China,  where  building  better  commu- 
nications systems  is  a  key  priority 

At  Pacific  Telesis,  we're  commit- 
ted to  progress,  intelligently  planned 
in  everything  we  do.That's  why  an 
investment  in  Telesis  is  an  investment 
in  progress. 

To  find  out  more  about  us,  write 
Michael  McGreevy  Director,  Investor 
Relations,  140  New  Montgomery 
San  Francisco,  CA  94105. 

PACIFICEI)  TELESIS. 
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1980,  demonstrates  just  how  well  in- 
dustry standards  can,  by  their  very 
existence,  force  compliance — even 
from  an  industry  giant  with  an  enor- 
mous installed  base.  Although  it 
continues  to  support  SNA,  IBM  has 
become  an  enthusiastic  supporter  of 
international  standards  based  on  the 
OSI  model.  Earlier  this  year,  IBM 
enumerated  its  "four  basic  goals"  in 
telecommunications: 

1.  Embracing  international  and 
national  standards. 

2.  Recognizing  the  need  for  con- 
nectivity among  vendor  products. 

3.  Supporting  open  communica- 
tions architectures. 

4.  Participating  in  the  industry  as 
a  worldwide  supplier. 

AT&T's  own  network  architecture, 
Information  Systems  Architecture, 


was  introduced  in  1983  to  coordinate 
the  company's  move  into  data  com- 
munications, data  processing,  and 
office  automation.  Unlike  SNA,  ISA 
is  a  non-proprietary  architecture, 
based  closely  on  OSI. 

Minicomputer  vendors  have  devel- 
oped their  own  networking  schemes. 
Digital  Equipment  Corp.,  for  ex- 
ample, has  long  been  interested  in 
building  bridges  among  its  own,  as 
well  as  other  vendors^  equipment ,  es- 
pecially IBM's.  "Digital  was  a  pi- 
oneer in  promoting  networked 
solutions  and  open  systems','  says 
Vice  President  William  Johnson. 
"We  realized  the  need  to  develop  a 
leading  role  in  defining,  developing, 
and  implementing  standards  around 
the  ISO  model.  We're  just  beginning 
to  see  the  results  of  these  efforts!' 


Sun  Never  Sets  on  TI's  Network 


As  the  first  shift  draws  to  a 
close  at  5  p.m.,  a  Texas 
Instruments  engineer  in 
Houston  sends  a  file  to  a 
colleague  in  Singapore,  a 
cost  center  manager  at  a  European 
manufacturing  site  accesses  a  finan- 
cial modeling  system  from  a  main- 
frame in  Dallas,  and  a  product 
marketing  executive  transmits  plans 
instantly  to  managers  throughout 
the  world . 

Well-known  as  a  vendor  of  semicon 
ductor,  computer  systems,  and  artifi- 
cial intelligence  (AI)  products,  Texas 
Instruments  is  also  a  technology  user. 
The  company  has  quietly  developed 
one  of  the  world's  largest  private 
networks  to  connect  over  34,000 
terminals  and  workstations,  40 
mainframes,  and  some  500  minicom- 
puters. In  addition, 
TI  is  applying  AI 
techniques  to  create 
a  natural  language 
interface  to  the  net- 
work, making  it 


even  more  accessible  to  the  approxi- 
mately 75,000  employees  worldwide. 
Transmission  media  span  the  spec- 
trum— satellites,  microwave,  leased 
circuits,  and  fiber  optics. 

Data  Systems  Group  President 
Wally  Rhines,  who  has  a  TI  personal 
computer  on  his  own  desk,  stresses 
the  advantages  of  being  able  to  access 
and  transmit  information  instantly. 
"Even  our  suppliers  are  hooked  into 
our  network,"  he  says,  "so  we  can  get 
what  we  need  when  we  need  it!'  Jim 
Hamner,  information  systems  and 
services  administrator,  underscores 
the  benefits  of  having  a  network  that 
reaches  all  critical  TI  operations.  TI 
considers  it  vital  to  maintaining  its 
leading  position  in  the  highly  com- 
petitive memory  chip  market.  Design 
and  engineering  "rely  heavily  on 

mainframe  access!' 
he  says.  Without 
the  network,  "some 
TI  products  would 
never  have  seen  the 
light  of  day." 


Companies  from  the  communica 
tions  side  of  the  industry  are  gettinj 
into  the  networking  game  in  a  bij 
way.  Northern  Telecom,  a  leader  in 
networking,  has  emphasized  its  long 
term  commitment  to  open  system 
architecture  through  its  "Opei 
World"  concept.  When  you  boil  it  al 
down,  the  simple  fact  of  life  for  ven 
dors  in  the  new  information  industr 
is:  Either  embrace  open  systems  o 
watch  your  protected  markets  shrive 
and  die. 

Global  Village 

"Open  World"  is  a  phrase  that  neatl 
addresses  the  ultimate  convergenq 
issue — universal ,  worldwide  service! 
Bringing  the  world  closer  togethei 
through  communications  will  take  ; 
lot  of  time  and  effort  in  establishin 
base  services,  let  alone  advancei 
concepts  like  ISDN.  A  recent  stud; 
by  the  Maitland  Commission  reveal 
the  scope  of  the  job  at  hand: 
yOf  a  world  total  600  million  tele 

phone  sets,  more  than  590  millioi 

are  in  the  hands  of  less  than  50%  d 

the  world's  population. 
T  Two-thirds  of  the  world's  popula 

tion  has  no  telephone  service. 
▼  Tokyo  has  more  telephone  sets  thai 

the  entire  African  continent. 

The  importance  of  telecommuni 
cations  is  well  understood  in  devel 
oping  countries.  Nowhere  is  activit 
greater  than  in  Asia's  Pacific  Basin 
Among  the  biggest  deals  involvin 
North  American  suppliers  is  North 
ern  Telecom's  $250  million  contrac 
to  supply  Nippon  Telephone  and  Tel 
egraph  with  the  digital  switches  ii 
needs  to  upgrade  Japan's  phone  sys 
tern.  While  China,  Singapore,  Hon: 
Kong,  and  Malaysia ,  as  well  as  Japan 
are  all  feverishly  working  to  improv 
their  telecommunications  infrastruc 
tures,  Korea's  efforts  stand  out.  Thi 
same  country  that  is  expanding  iti 
exports  of  manufactured  good 
faster  than  any  other  nation  is  re 
portedly  spending  over  $2  billion  pe 
year  to  install  an  average  of  I  millio: 


Artificial 
Intelligence: 


One  of  the  most 
significant  develop- 
ments in  the  history 
of  computer  tech- 
nology since  our 
invention  of  the 
integrated  circuit, 

TPs  new  generation 
of  products  and  pro- 
grams can  dramati- 
cally enhance  your 
productivity  and  put 
you  ahead  of  your 
competition  into 
the  21st  century. 


Khowledg 

Texas  Instruments  brings  the  practi 


"AI      be  a  significant  force  in  the  worldwide 
competition  for  productivity  leadership  . . .  and 
a  key  enabkrfor  the  new  billion-dollar  markets 
of  the  future.  Tl  can  help  you  lead  the  way. " 


Ai 


rtificial  Intelligence  is  hot 
news.  New  jargon,  new 
.  ventures  and  new  promises 
abound.  Some  struggle  with  defi- 
nitions and  debate  its  import  for 
mankind . . .  while  uncertainty 


Dr.  Georpe  Heilmekr.  Spmrw  vVv  ftp'artw  mA  ChiATprlmir^  Offirpr  Tor/I?  fn^fn/TTK^r^     nrevails  over  action. 


[echnologies: 

plications  of  Al  to  your  business^Now 


But  at  Texas  Instruments,  the 
sion  is  clear.  And  the  vision  has 
icome  reality:  we  are  putting  AI 

work  under  a  company-wide 
"ategy  we  call  "Knowledge  Tech- 
)logies'. "  These  are  the  real  prod- 


aggressively  pursue  the  potential  of 
AI  through  practical  applications 
—  throughout  our  own  company 
and  for  our  customers. 

In  1978,  TI  launched  one  of  the 
worlds  largest  commitments  to 
Artificial 
Intelligence. 
We  saw  it  then 
and  see  it  now 
as  a  driving 
force  in  the 
next  genera- 
tion of  com- 
puting technol- 


The  Explorer  MegaChip 
LISP  processor*  can 
replace  hundreds  of  chips 
in  today's  LISP  rT\achmes. 

ogy  and  thus  a  cornerstone  to 
future  competitive  productivity. 
Today,  we  offer  the  broadest  array 
of  products,  tools  and  programs 
available  to  help  you  realize  its 
bright  potential. 

What  data  has  been  to  the  first 
generation  of  computing,  knowl- 
edge is  to  the  second. 

Knowledge  is  the  capital  of  the 
future.  If  you  manage  it  as  the 
strategic  resource  it  is,  its  impact 
on  productivity  can  have  powerful 
economic  repercussions  in  the 
decades  ahead. 


Intelligence  on  a  chip. 

At  the  heart  of  Knowledge 
Technologies  lies  the  development 
of  a  pioneering  semiconductor 
chip.  We  developed  it  under  con- 
tract to  the  U.S.  Government  for 
use  in  aerospace  and  defense,  but  its 
impact  will  be  felt  in  all  areas.  One 
of  its  first  commercial  applications 
will  be  to  enhance  the  power  and 
performance  of  the  TI  Explorer* 
computer,  already  one  of  the  world  s 
most  advanced  AI  development 
tools.  Also,  it  will  add  new  mem- 
bers to  the  Explorer  family  of 
products. 


Cirupkd  with  Pers<md  Cimsultant  Plus'  sojtuxire,  Tl's 
Business-Pro  AT-class  PC  is  a  powerful  development 
and  delivery  too/  far  expert  systems. 


The  Explorer  system  is  an  advanced  work  station  ideaRy 
suited  far  the  rapid  development  arid  delivery  of  Al  soft- 
ware and  far  canvermonal  software. 

This  advanced  chip,  called  the 
Explorer  MegaChip  *  LISP  pro- 
cessor, promises  to  greatly  extend 
the  range  of  AI  applications.  Intel- 
ligent machines  will  be  easier  to 
use,  easier  to  obtain  and  easier  to 
afford.  On  the  horizon  are  ma- 
chines that  will  communicate  in  a 
language  everyone  understands; 
speak,  hear  and  see;  solve  complex 
problems  requiring  inference  and 
deduction;  and  help  make  compli- 
cated and  subjective  decisions,  j. 


Knowledge  Technologies  as  a 
competitive  edge. 

Retaining  their  leadership  posi- 
tion in  the  late  '80s  and  beyond  was 
the  driving  force  behind  Campbell 
Soup's  search  for  new  technology. 
They  discovered  a  very  pcAverful 
tool  called  AI.  And  TPs  Knowledge 
Technologies  put  it  to  work.  They 
saw  it  as  a  competitive  edge,  an 
advantage  they  could  build  on  to 
ensure  their  future  success. 

In  Campbell's  case,  their  first 
application  of  AI  yielded  an  expert 
system  that  incorporated  44  years  of 
one  man's  troubleshooting  know- 
how  and  delivered  it  to  mainte- 
nance workers  in  Campbell  Soup 
plants  across  the  nation.  Instead  of 
relying  on  one  man's  expertise,  the 
system  can  diagnose  problems  and 
recommend  actions  through 
dialogues  on  a  standard  PC.  The 
system  has  worked  so  well  that 
three  others  are  in  development, 
with  more  planned  for  the  future. 

Expert  systems  and  knowledge 
engineers. 

The  expert  system  mentioned 
above  was  developed  in  seven 
months  by  Campbell's  "expert"  and 
a  TI  knowledge  engineer  using  Per- 
sonal Consultant*  software,  which 
provides  an  efficient  way  to  build 
expert  systems.  In  order  to  answer 
the  growing  demand  for  knowledge 
engineers,  TI  has  created  a  Knowl- 
edge Engineering  Department  with 
professionals  trained  to  identify 
appropriate  expert  system  applica- 
tions, organize  knowledge  into  rule- 
based  structures  and  create  proto- 
type expert  systems. 

Expert  systems  promise  to  be 
invaluable  productivity  tools  in 


manufacturing,  education,  medi- 
cine, finance  and  law — almost 
every  field  requiring  human  exper- 
tise. Applications  will  include  pre- 
diction, diagnosis,  design,  plan- 
ning, alarm  analysis,  monitoring, 
simulation,  repair,  instruction, 
interpretation  and  control. 

Start  with  TI.  Stay  with  TI. 

We  have  tools  that  can  help 
get  you  started,  no  matter  where 
your  company  is  on  the  AI  learning 
curve.  We  have  courses  and  pro- 


T/'s  AI  EJi4amon  Center  m  Austm,  Texas,  is  eqiupped 
to  handle  yi7ur  AI  education  needs. 

grams  that  can  take  the  mystery  out 
of  AI  and  help  you  to  see  where  it 
fits  into  your  company.  We  can 
help  you  build  expert  system  pro- 
totypes so  you  can  safeguard 
and  multiply  your  company's  hu- 
man inventory  of  knowledge 
and  experience. 

Or  we  can  teach  you  how  to  use 
our  tools  to  build  your  own  expert 
systems.  Or  how  to  enhance  your 
own  software  productivity  by  solv- 
ing software  design  problems  and 
functionally  testing  in  prototype 
form. 


Texas 
Instruments 


Our  portfolio  of  tools  includes  a 
broad  range  of  software,  hardware, 
training  and  support.  And  we  have 
ongoing  programs  designed  to  keep 
you  current  with  the  technology.  It 
doesn't  take  a  huge  investment, 
either.  For  under  $1,000  for  Per- 
sonal Consultant  software,  you  can 
start  building  expert  systems  on  an 
industry-standard  PC. 

Take  your  first  step  into  the 
future. 

It's  important  to  start  now.  And 
because  we  offer  the  widest  array  of 
products,  tools  and  programs,  the 
best  way  is  to  start  with  us.  We  can 
help  you  identify  your  company's 
projects  where  AI  can  be  applied, 
where  your  people  can  gain  experi- 
ence quickly,  and  where  we  can 
help  you  prepare  for  the  future. 

Write  us  on  your  letterhead.  Tel! 
us  whom  you'd  like  us  to  talk  to  in 
your  organization,  and  we'll  take  it 
from  there.  We'll  get  you  started  in 
AI.  We  think  once  you  start  with 
TI,  you'll  stay  with  TI. 


"Texas  Instruments 
has  made  a  major, 
long-term  commit- 
ment to  Artificial 
Intelligence.  We 
have  applied  AI 
aggressively  to  our  own  productiv- 
ity and  products.  And  now  we  are 
helping  our  customers  realize  AI's 
potential  through  a  wide  range  of 
products,  services  and  support." 

—  Jerry  R.  ]nnkrns 
President  and  Chef  Executive  Officer 


Write  to:  Data  Systems  Group,  Office  o 
the  President,  Mail  Station  2068,  Texa 
Instruments,  P.O.  Box  2909,  Austin, 
Texas  78769. 
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The  Quest  for  Universal  Connectivity 


The  Corporation  for  Open  Sys- 
tems may  finally  propel  the 
implementation  of  industry 
standards  that  will  make  multi- 
vendor  connectivity  possible. 
Edward  B.  Matthews,  Northern  Tele- 
com's vice  president,  strategic  plan- 
ning and  development,  who  is  on  the 
COS  Executive  Committee,  puts  it 
bluntly:  "Someone  had  to  get  off  the 
dime  to  move  this  process  along!' 

Founded  earlier  this  year,  with  the 
aid  of  the  Computer  and  Communica- 
tions Industry  Association  and  its 
director,  A.G.W.  ("Jack")  Biddle,  COS 
focuses  on  implementing,  rather  than 
formulating,  standards.  According  to 
retired  Gen.  Lincoln  Faurer,  recently 
named  president  of  COS,  the  organiza- 


additional  telephone  lines  annually. 

With  growth  opportunities  like 
that,  you'd  expect  to  see  all  the 
world-class  suppliers  lining  up — and 
they  are.  You  might  not  expect  to  see 
/our  own  telephone  company  among 
:he  international  players,  but  that 
00  is  the  case.  BellSouth,  Nynex, 
'Vmeritech,  and  Pacific  Telesis  have 
ill  made  forays  to  the  Pacific  Basin, 
vith  varying  success.  So  far.  Pacific 
Telesis  has  the  best  story  to  tell. 

Leveraging  its  experience  in  ban- 
ning the  communications  for  the 
1984  Summer  Olympics  in  Los  An- 
geles, Pacific  Telesis  International 
juickly  seized  the  opportunity  it  saw 
n  the  upcoming  1988  Seoul  Olym- 
)ics.  Not  only  that,  PTI  managed  to 
legotiate  a  warmup  with  this  sum- 
ner's  Asian  Games.  PTI  President 
)onald  Sledge  is  very  high  on  his 
Corean  connection:  "We're  very  ex- 
ited about  Korea.  It's  an  extremely 
lynamic  market  and  the  Koreans  are 
vonderful  to  do  business  with!' 

Short-term  successes  aside,  it's 
lear  that  Sledge  appreciates  the 


tion  views  the  user  community  as  a  nec- 
essary partner  in  the  implementation 
process.  In  fact,  COS  membership 
includes  General  Motors  and  Citicorp, 
both  companies  that  have  aggressively 
pursued  leading-edge  information  pro- 
cessing applications.  Faurer  expects 
user  members  "to  help  sharpen  our 
focus  on  real-world  problems  with  inter- 
operability and  to  influence  the  direc- 
tions we  take!'  COS  is  setting  its  sights 
on  ISDN  and  ISO  standards  and  areas 
like  electronic  mail  and  electronic  file 
transfer.  COS  also  plans  to  reach  users 
who  don't  join  the  organization,  he 
adds.  "User  education  is  vital  and  COS 
is  going  to  place  a  high  priority  on 
efforts  to  improve  the  knowledge  level 
of  users!' 


The  high-stakes  battle  lo  supply  genual  office 
digital  switches  is  among  the  first  telecommuni- 
cations markets  to  see  full-scale  international 
competition.  Most  of  the  action  is  in  the  lucrative 
U.S.  market,  where  AT&T  and  Northern  Tele- 
com have  benefitted  from  a  head  start  over  other 
international  competitors. 

long-haul  dictates  of  his  environ- 
ment: "We  have  reached  long-term 
agreements  with  both  NTT  in  Japan 
and  KTA  in  Korea,  calling  for 
exchange  of  non-proprietary  tech- 
nology, information,  and  even 
management  personnel.  Let's  face 
it,  you  need  patience  and  good  peo- 


In  addition  to  users,  COS  member- 
ship, nearing  60  at  this  writing, 
includes  both  IBM  and  AT&T  and  vir- 
tually every  major  U.S.  data  process- 
ing and  telecommunications  firm.  The 
representatives  member  companies 
send  to  COS  (pointedly  pronounced 
"cause")  are  top-level  executives.  COS 
is  member-supported  financially,  as 
well,  with  a  1987  budget  estimated  at 
more  than  $10  million. 

What  gives  COS  credibility  and 
clout  with  vendors  is  its  testing  and  ver- 
ification activities.  Data  General's  sen- 
ior vice  president,  Robert  Miller, 
testifies:  "The  COS  certification  pro- 
cess will  provide  objective  benchmarks 
to  ascertain  a  company's  compliance 
with  established  standards!' 


pie  to  develop  the  relationships  that 
will  pay  off  over  time!' 

For  all  the  efforts  in  the  Pacific 
Basin,  the  focus  of  the  greatest  com- 
petitive activity  today  is  in  the  first 
principal-market  nation  that  invited 
foreign  competition — the  U.S. 

NEC  America  President  and  CEO 
Tadashi  Suzuki  explains  why  his 
company  responded  to  the  opportu- 
nity to  enter  the  U.S.  market:  "The 
U.S.  is  leading  the  rest  of  the  world 
into  the  Information  Age.  NEC  be- 
lieves participation  here  is  important 
to  fostering  technological  develop- 
ment and  competitive  strategies.  In 
addition,  NEC  sees  its  position  in 
the  American  market  as  contributing 
to  technological  advancement!' 

Protectionist  Barriers  Fail 

That  the  invitation  to  participate  in 
the  U.S.  market  should  be  recipro- 
cated makes  sense  to  Sir  George  Jef- 
ferson, chairman  and  CEO  of  British 
Telecom,  among  others.  "We  recog- 
nize that  to  be  internationally  com- 
petitive, we  must  open  up  our 


rorite  lady  called. 


New  York  Telephone  now  brings  one  of  our 
favorite  ladies  the  latest  and  best  telecommunica- 
tions service  possible.  Connecting  Manhattan  with 
Liberty  and  Ellis  Islands  is  Ericsson's  lightwave 
cable,  a  sophisticated  underwater  cable  that  provides 
simultaneous  circuits  for  voice,  video  and  data 
transmissions. 

Ericsson  lightwave  cable  is  just  one  more 
way  the  engineering  and  technology  of  one  of 
America's  leading  telecommunications  suppliers  is 
helping  to  make  the  best  phone  system  in  the 
world  even  better 

At  Ericsson,  we  provide  the  communications 
industry  with  a  full  line  of  telecommunications  prod- 
ucts and  systems.  Because  you  never  know  when 
some  nice  lady  all  alone  on  an  island  will  need  to 
use  the  phone. 

For  more  information  about  our  entire  line 
of  telecommunications  and  information  processing 
products,  write  us  at  730  International  Pkwy.. 
Richardson.  TX  75081. 

ERICSSON 

We're  here  when  you  need  us. 
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markets  as  well.  For  example,  we  are 
purchasing  switching  equipment 
from  Ericsson  and  AT&T-Philips  as 
well  as  Plessey,  our  traditional 
supplier." 

Self-interest,  rather  than  threats 
of  reprisal,  seems  to  be  compelling 
overseas  market  invitations  to 
U.S.  suppliers.  Telecommunications 
users  who  must  compete  internation- 
ally are  simply  demanding  more  and 
better  communications  capabilities 
from  their  own  PTTs. 

Indeed,  users  represent  a  whole 


host  of  industries  that  have  already 
assumed  global  status.  As  commu- 
nications grows  from  an  "important" 
resource  to  one  that  controls  an  or- 
ganization's very  survival,  users  will 
do  whatever  is  necessary  to  get  the 
most  effective  products  and  services. 
"If  the  European  PTTs  don't  re- 
spond to  their  customers'  demands 
for  new  and  better  service  alterna- 
tives, I  wouldn't  be  surprised  to  see 
more  instances  of  international  by- 
pass— where  users  in  a  given  country 
might  dial  up  a  neighboring  country 


Putting  ISDN  to  the  Test 


Communications  companies 
conducting  field  tests  of 
Integrated  Services  Digital 
Network  systems  are  eager 
to  claim  the  title  of  pioneer. 
L.M.  Ericsson's  1984  Venice  trial  was 
the  "first  in  the  world''  says  President 
M.  Peter  Thomas.  Van  Cullens,  vice 
president  marketing  of  Stromberg- 
Carlson,  identifies  Plessey 's  U.K. 
trial  as  the  "first  commercially  tar- 
iffed ISDN  service  in  the  world!'  No 
doubt  there  will  be  more  firsts  to 
come.  As  Digital  Equipment  Vice 
President  William  Johnson  points 
out,  "Defining,  developing,  and 
implementing  ISDN  is  an  enormous 
undertaking  that  requires  substantial 
lead  times!'  Among  the  questions 
someone  v^ill  be  "first"  to  answer: 

▼  Who  are  the  most  likelv  users  of 
ISDN? 

T  Which  advanced  information  ser- 
vices will  they  want  most? 

▼  How  much  will  they  pay  for  those 
services? 

▼  How  much  will  it  cost  to  deliver 
those  services? 

One  of  the  most  talked-about  trials, 
scheduled  ;o  begin  late  this  year,  is 
McDonald's  Corporation's  Chicago 
field  trial  with  Illinois  Bell  and  its 
parent  compan  .-,  \incriiech.  "The 
world's  largesi  smaii  '  usiness" 


(approaching  9,000  sites  worldwide), 
the  hamburger  chain  has  long  been  a 
Centrex  user.  Telecommunications 
Director  Patrick  Krause  says 
McDonald's  chose  ISDN  "because  it 
offers  us  a  blueprint  for  orderly  evolu- 
tion as  new  technologies  become  avail- 
able. It  doesn't  limit  us  to  one  set  of 
products"  What's  more,  says  Bonnie 
Kos,  vice  president,  facilities  and  sys- 
tems, Illinois  Bell's  offering  is  "a 
technically  elegant  way  we  can  evolve 
to  ISDN":  McDonald's  will  be  able  to 
use  95%  of  its  current  wiring  and 
replace  its  analog  system  one  phone 
set  at  a  time. 

Fuiitsu  America,  Inc.,  has  been 
signed  to  provide  advanced  terminal 
products  for  voice,  message,  image, 
and  computer  communications. 
Fujitsu  can  be  expected  to  draw  on 
the  experience  it  gained  participating 
in  two  earlier  field  trials  conducted  in 
Japan  by  NTT  and  in  Singapore  by 
the  Telecommunications  Authority  of 
Singapore  (Telecoms). 

The  Singapore  trial  is  part  of  an 
ambitious  undertaking  to  bring  state- 
of-the-art  communications  services  to 
Telecoms  customers — particularly  the 
large  multinationals  who  are  looking 
carefully  at  Pacific  Basin  sites 
to  capitalize  on  that  region's  vast 
opportunities. 


speed  voice  and  data  along  a  new  track. 


Think  of  it.  A  communica- 
tions network  that  sends 
both  voice  and  computer 
messages  over  the  same 
telephone  line,  at  the  same 
time.  So  one  network  does 
what  it  took  two  networks  to 
do  before.  And  that  assures 
far  greater  efficiency,  econ- 
omy and  flexibility  for  our 
customers. 

What  makes  all  this  possi- 
ble? A  revolutionary  technol- 
ogy known  as  the  Integrated 
Services  Digital  Network 
tISDNI 

An  Ameritech  company,  Illinois 
Bell,  is  planning  to  introduce  the 
nation's  first  customer  application 
of  this  long-awaited  network. 

With  the  participation  of 
McDonald's  Corporation  in 
Oak  Brook,  Illinois,  this  pilot  applica- 
tion will  help  establish  the  ISDN 
standards  that  will  be  used  world- 
wide. Because  these  standards  are 
universal,  ISDN  will  be  compatible 
with  a  wide  range  of  communications 
equipment  and  services.  That  means 
you  won't  be  locked  into  one  supplier 
We're  the  Bell  companies  of  Illinois, 
Indiana,  Michigan,  Ohio  and  Wisconsin. 
And  we're  leading  companies  in  cellular 
phone  service,  voice  and  data  products 
and  systems,  directory  publishing  and 
other  areas  of  communications. 

By  taking  the  lead  in  bringing  the  nation 
the  Integrated  Services  Digital  Network, 
Ameritech  is  making  communications  even 
more  productive  for  our  customers. 

Let  us  help  you,  too.  Contact  any  of  our  com- 
panies directly  or  phone  us:  1  800  562-2444. 


^smERiTECH 
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Digital  Equipment  Corporation,  a  leader  in  local  area  networking  technology,  offers  users  a  complete 
range  of  networked  computer  systems.  Key  to  Digital's  success  is  its  DECconnect  System,  which  incor- 
porates high  speed  Ethernet  local  area  networking,  low  speed  terminal  interconnect,  telephone  intercon- 
nect, and  video  interconnect  capabilities.  Network  users  have  timely  access  to  information ,  regardless  of 
whether  the  information  is  located  in  another  building,  in  another  city,  or  halfway  around  the  world.  Users 
at  DEC  have  become  accustomed  to  response  times  of  minutes,  rather  than  days,  for  worldwide  mail. 


to  gain  access  to  services  unavailable 
in  their  own,"  warns  Phil  Warwick, 
North  American  director  of  Cable 
and  Wireless  N.Y.,  Inc. 

Another  factor  driving  vendors 
into  the  global  arena  is  dramatic- 
ally rising  research  and  develop- 
ment costs,  according  to  M.  Peter 
Thomas,  president  of  Ericsson,  Inc. 
Thomas  should  know.  Estimates  of 
the  R&D  costs  for  the  current  elec- 
tronic central  office  switches  begin  at 
$1  billion — ten  times  higher  than  the 
prior  generation  of  electromechani- 
cal switches.  L.M.  Ericsson,  the 
Swedish  parent  of  Ericsson  Inc.,  has 
benefitted  from  having  to  look  be- 
yond its  borders  to  recapture  R&D 
costs,  acquiring  incalculable  experi- 
ence from  its  100-plus  years  of  world- 
wide marketing. 

International  market  participation 
may  be  the  most  important  kind  of 
convergence  affecting  the  informa- 
tion industry,  for,  as  AT&T  Com- 
munications Vice  President  Charles 
Yates  points  out,  "From  R&D  to  the 


gathering  of  raw  materials,  from 
manufacturing  and  distribution  to 
marketing  and  sales,  today's  produc- 
tion and  delivery  systems  are  rapidly 
encircling  the  planet.  In  this  global 
economy,  the  transfer  of  information 
controls  productivity.  For  nearly 
every  industry,  the  transfer  of  infor- 
mation controls  the  bottom  line!' 

Unquestionably,  users  and  ven- 
dors of  telecommunications  products 
and  services  face  some  very  big  chal- 
lenges in  the  emerging  worldwide  in- 
formation industry.  It  is,  after  all,  a 
global  communications  revolution. 
But  creative  insight,  hard  work,  and 
good  fortune  will  carry  rewards  of 
global  proportions. 

This  special  supplement  was  prepared 
and  written  by  Kenneth  A .  Smalheiser, 
executive  vice  president  of  Strategic 
Research  Inc.,  Stamford,  Conn.  Ed- 
ited by  Donne  Florence.  Designed  by 
Colin  Stoddard. 

For  a  free  reprint,  check  the  box  on 
the  reader  service  card. 


Resurging 
Centrex 


For  years  Centrex,  the  'com- 
munity switchboard'  oper- 
ated by  local  telephone 
companies,  was  the  tele- 
communications mainstay 
of  many  large  businesses.  Though 
the  service  seemed  headed  for 
extinction  as  more  sophisticated 
on-premises  PBXs  became 
available,  Centrex  customers 
remained  loyal.  Tom  Richards, 
Bell  Atlantic's  division  staff  man- 
ager-business products,  notes  that 
it  was  still  being  used  in  1983  by 
"many  of  our  most  important  cus- 
tomers. It  must  have  met  some 
critical  needs!' 

The  Regional  Bell  Operating 
Companies  inherited  Centrex — 
both  customers  and  facilities — 
in  the  AT&T  divestiture.  The 
RBOCs,  not  allowed  to  manufac- 
ture PBXs,  had  good  reason  to 
shore  up  Centrex.  Emphasizing 
traditional  Centrex  benefits — 
proven  reliability,  off-site  sup- 
port, ease  of  expansion,  and 
lack  of  capital  investment — the 
RBOCs  also  addressed  Centrex 
weaknesses  by  reducing  prices, 
making  service  available  to  small- 
er businesses,  and  accelerating 
the  schedule  for  enhancements. 

What  may  give  Centrex  its  big- 
gest shot  in  the  arm  is  ISDN. 
In  many  respects,  ISDN  was 
made  for  Centrex,  a  fact  not  lost 
on  Siemens  Communication  Sys- 
tems, which  is  vying  for  a  share  of 
the  lucrative  central  office  switch 
market.  Talking  with  users  con- 
vinced the  company  Centrex  was 
"a  key  element  in  ISDN','  says 
President  Herbert  Asmussen. 
Due  in  part  to  its  commitment  to 
Centrex,  Siemens  has  already 
signed  four  of  the  seven  RBOCs 
to  its  EWSD  system. 


If  you're  pitching  for  Asia,  toucli  base  with  us. 


When  it  comes  to  doing  business  with  Asia  there  are 
those  who  know  about  Singapore's  state-of-the-art 
communications,  and  those  who  don't. 

After  all,  maintaining  rapid  and  reliable  contact  with 
your  marketplace  is  the  only  way  to  stay  one  step  ahead  of 
the  competition  and  we  provide  faster,  more  efficient  and 
more  competitively-priced  access  to  Asia's  millions. 

Our  application  of  micro-electronic  computer  and 
digital  techniques  has  transformed  our  country  into  one  of 
the  world's  leading  telecommunication  centres,  offering 
international  direct  dialling,  data  transmission  and  retrieval, 
computer  access  and  maritime  satellite  links. 

We  can  even  configurate  systems  to  meet  your 
specific  needs. 

And  we  are  constantly  putting  tomorrow's  technology 
into  action  with  the  introduction  of  fibre  optics,  the  field  trial 


of  Integrated  Services  Digital  Network  (ISDN)  and  soon  a 
Teletex  service. 

Our  ideal  geographical  position  means  that  we  are  in 
contact  with  two-thirds  of  the  world  during  business  hours. 

And  with  Telecom  Singapore  you  deal  with  just  one 
administration  for  all  telecommunication  and  postal  needs. 

Take  a  few  minutes  to  touch  base  with  us. 

You  may  never  have  thought  about  Singapore  as  your 
communications  gateway  to  Asia  before. 

But  then  the  kind  of  breakthroughs  that  put  a  business 
ahead  nearly  always  come  from  left  field. 


Telecom  Singapore 


For  more  information,  please  contact:  The  Manager,  Business  Telecommunications  Sales,  Telecoms,  Comcentre,  31  Exeter  Road,  Singapore  0923. 
Republic  of  Singapore.  Telephone:  65  7303490.  Telex:  RS  39555.  Telefax;  65  7333351  (Gp  lll/ll).  Telebox:  10:HQT001 , 10:HQT002 


The  Farm  Credit  System,  hogged  down  by 
$5  hillion  in  had  loans,  has  a  simple  recov- 
ery plan:  Bleed  healthy  members  for  cash. 

What's  yours 
is  mine 


Rwon  GosslHI  on  his  Texm  pcaihandle  fann 
"Sounds  like  socialism  to  me." 


I'.ilii  Hdn^  I.L-vy 


By  Jack  Willoughby 

Tl  HE  Farm  Credit  System  is  a 
federally  sponsored  patchwork 
that  serves  farmers  through 
some  2,000  offices  nationwide.  The 
system  ranges  from  12  Federal  Land 
Banks  that  make  long-term  loans  to 
168  farmer  cooperatives  offering  loans 
that  normally  mature  within  a  year. 
Interest  rates,  which  are  often  below 
market,  are  tied  to  yields  from  the 
system's  debt  securities. 

In  operation  since  1916,  the  system 
helps  farmers  finance  all  aspects  of 
their  businesses,  from  land  purchases 
to  short-term  loans,  until  crops  get  to 
market.  A  handful  of  the  system's 
lenders  have  stayed  healthy  in  the 
current  agricultural  depression,  but 
most  by  now  are  stuffed  with  $5.3 
billion  in  shaky  loans,  nearly  10%  of 
the  system's  portfolio  and  almost 
one-third  of  the  nation's  entire  agri- 
cultural debt  load. 


Last  year  the  system  as  a  whole  lost 
$2.7  billion  through  mortgage  and 
loan  defaults — more  than  any  U.S.  fi- 
nancial institution  in  history.  Con- 
gress responded  by  setting  up  a  new 
body  in  1985,  the  Farm  Credit  Corpo- 
ration of  America,  to  reorganize  oper- 
ations. As  part  of  the  reorganization. 
Congress  authorized  the  system  to 
tap  into  the  $3.2  billion  in  surplus 
reserves  held  by  healthy  institutions 
and  use  it  to  support  insolvent  mem- 
bers from  Spokane  to  Wichita. 

That's  where  the  troubles  began,  for 
the  healthy  members  have  now  at- 
tacked the  move  as  an  effort  to  confis- 
cate their  property  without  due  pro- 
cess of  law.  One  Texas  co-op,  the  Am- 
arillo  Production  Credit  Association 
(PCA),  has  announced  plans  to  leave 
the  system  altogether — a  gesture  that 
critics  of  the  move  have  attacked  as 
being  not  unlike  a  rat  abandoning  a 
sinking  ship.  If  more  now  follow,  the 
exodus  could  severely  shake  the  tee- 


tering system,  depressing  prices  on 
more  than  $66  billion  in  farm  credit 
debt  securities  now  trading  on  sec- 
ondary markets. 

In  fact,  the  AmariUo  group  wants 
out  for  a  simple  reason:  It  does  not 
want  to  have  what  it  regards  as  its 
own  money — the  profits  earned  from 
prudently  lending  out  its  capital — 
used  to  pay  for  the  misfortune  or  bad 
judgment  of  others.  Says  Byron  Gos- 
sett,  an  Amarillo  member  who  has 
run  15,000  head  of  cattle  in  the  Texas 
panhandle  for  18  years,  "We're  not 
interested  in  seeing  what  we've  pre- 
served and  accumulated  being  drained 
away  just  because  everyone's  in  trou- 
ble. That  sounds  like  socialism  to 
me."  Adds  fames  Van  Pelt,  president 
of  the  Amarillo  PCA,  who  has 
brought  an  injunction  in  a  federal 
court  in  Texas  to  stop  the  transfer  of 
surplus  funds,  "Everyone  should  be 
concerned  if  Congress  can  pass  a  law 
confiscating  funds  that  represent  pri- 
vate ownership." 

Though  the  Amarillo  group  wants 
to  reorganize  outside  the  system  as  a 
Texas  mutual  corporation,  the  Farm 
Credit  Corporation  is  taking  the  posi- 
tion that  until  the  co-op  actually 
leaves  the  system  it  remains  subject 
to  governing  legislation  and  thus  to 
the  capital-sharing  requirements  of 
the  1985  law.  Co-op  members  like  the 
Amarillo  group  see  this  as  a  strategy 
in  effect  to  hold  them  hostage  in  the 
system.  Says  Dean  Biery,  a  director  of 
the  Production  Credit  Association  of 
Northern  Ohio,  "The  only  farmers 
that  the  farm  credit  system  may  wind 
up  with  are  the  ones  they  probably 
wouldn't  want." 

Actually,  the  FCCA  is  simply  try- 
ing to  buy  time  to  reorganize  and 
streamline  the  creaking  system.  Over 
the  last  seven  decades  the  system  has 
mushroomed  from  its  original  12  land 
banks  into  a  bureaucracy  of  14,000 
employees  administering  more  than 
400  suppliers  of  actual  credit  to  farm- 
ers— each  supplier  offering  rates  that 
range  from  below  market  prices  to 
well  above,  depending  upon  its  own 
cost  of  funds.  Simplifying  the  whole 
arrangement  into  a  single  body  sup- 
plying funds  at  a  uniform  national 
price  seems  a  worthy  enough  objec- 
tive. But  by  requiring  members  with 
surpluses  on  their  books  to  distribute 
those  funds  to  members  in  deficit  as  a 
condition  of  a  bailout.  Congress  is 
simply  discouraging  prudent  lending 
by  any  member  in  the  future.  After 
all,  what's  the  point  of  earning  a  profit 
if  the  heavy  hand  of  government  can 
abruptly  intervene  to  hand  it  over  to  a 
lender  that  has  racked  up  nothing  but 
losses?  ■ 


IBM  s  most  powerful  PC  word  processing? 

Thafs  the  whole  point. 


IBM  DisplayWrite  3. 

For  memos  to  manuscripts, 

from  PCs  to  mainframes. 

Whether  you're  the  writer  or  the 
typer  or  both,  how  you  put  words  to  pa- 
per should  depend  only  on  your  needs, 
not  on  your  tools. 

Which  is  the  whole  idea  behind 
IBM  DisplayWrite  3. 

It  s  a  member  of  IBM's  DisplayWrite 
Series:  software  that  works  on  a  vari- 
ety of  IBM  office  systems. 

So  it  not  only  turns  your  PC 
into  a  powerful  text  processor, 
it  lets  you  exchange  documents 
with  properly  equipped  IBM 
minis  or  mainframes. 


DisplayWrite  3  is  "menu-driven','  so 
learning  is  fast  and  straightforward. 

It  does  all  the  expected  things,  like 
centering  and  justifying  and  moving 
paragraphs  around,  plus  a  number  of 
highly  unexpected  things,  like  auto- 
matic outlining  and  footnoting. 

You  can  edit  text  in  parallel  col- 
umns, then  re-edit  without  a  lot  of  re- 
thinking. 

You  can  print  one  document  while 
you  revise  another.  Create  form  letters 
that  seem  more  like  pei^ 
sonal  letters.  And  check 
your  spelling  (with  a 
built-in  dictionary)  while 
you  hyphenate  and  pagi- 
nate in  one  pass. 


You  can  even  process  numbers; 
DisplayWrite  3  can  add,  subtract,  mul- 
tiply, and  divide. 

And  if,  after  Avriting  an  important 
proposal,  you  need  to  change  your 
product's  name  from  Sudso  to  Sudsy 
in  156  places,  you  can,  automatically. 

To  learn  more,  call  your  IBM  mar^ 
keting  representative,  or  visit  an 
Authorized  IBM  PC  or  Software  Dealer. 

For  the  store  nearest  you,  and  a  free 
brochure,  call  1-800-447-4700. 

(In  Alaska,  1-800-447-0890.) 


Personal  Computer  Software 


^Copyright  l8M  Corporation  1985 


'Mazda  is  known 
for  breaking  new  ground' 


ml 
■■■ 


im^fM'.      Kenichi  Yamamoto 
ImI^':'  President, 
IW:*'      Mazda  Motor  Corporation 
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"Our  patented  Tivin  Trapezoidal 
Linkage  independent  rear 
suspension  is  one  key  to  the 
323 's  crisp  handling  and 
fim-to-drive  nature." 


DISINTESR' 
ASPHALT  ROA 
COBBLESTC 


"The  Global  Road  Circuit  allows  us  to 
develop  and  evaluate  our  vehicles  undei 
controlled  yet  realistic  driving 
conditions.  And  it  helps  ensure  that 

every  Mazda  will  he  a  pleasure 
to  drive  on  the  world 's  real  roads. 


Today  its  a  small  car 
with  the  solid  feel 

of  an  expensive 
european  road  car. 


or  years,  car  buyers  have 
prized  small  cars  for  their 
fficiency  and  low  cost.  And  ac- 
epted  the  conventional  wisdom 
lat  these  cars  required  sacri- 
ces  in  terms  of  noise,  vibration 
nd  harshness. 

Meanwhile,  drivers  looking 
Dr  solidity  and  quiet  comfort 
ave  turned  to  the  road  cars  of 
urope.  And  accepted  the 
onventional  wisdom  that  these 
raits  could  only  be  found  in 
irger,  more  expensive  cars. 

Fortunately,  at  Mazda  we've 
ever  followed  conventional 
/isdom.  So  in  designing  the 
ew  323,  we  challenged  our 
ngineers  to  create  a  small  car 
/ith  the  attributes  of  a  road  car. 
'here  would  be  no  easy  answers, 
ut  through  the  use  of  computer- 
ided  design,  laser  holography, 
omputerized  stress  analysis 
nd  more  than  a  little  ingenuity, 
nere  would  be  solutions. 

Solutions  like  a  new,  highly 
igid  frame  designed  to  reduce 
Dad  noise  and  vibration  while  it 
nproves  handling.  And  a  refined 
uspension  system  engineered 
3  help  give  the  323  a  supple  yet 
olid  road  feel. 

PUTTING  IT  TO  THE  TEST- 
MAZDAS  GLOBAL 
ROAD  CIRCUIT. 

In  creating  the  323,  Mazda 
ngineers  utilized  today's  most 
dvanced  automotive  design 
Dols.  And  to  test  their  ideas,  they 
slied  on  an  equally  advanced  test 
rack— the  Global  Road  Circuit 
t  Miyoshi  Proving  Grounds. 

Unlike  conventional  tracks, 
le  Global  Road  Circuit  was 


designed  to  duplicate 
world-wide  driving 
conditions.  From 
twisty  Alpine  roads 
to  potholed  NewYork 
City  streets. 

To  ensure 
authenticity, 
our  engineers 
literally  went 
around  the  world. 


They  brought  back  300-year- 
old  cobblestones  from  Belgium 
and  carefully  arranged  them 
to  reproduce  the  original  road 
surface.  Three-dimensional 
measurements  of  actual  cracked 
concrete  roads  were  used  to  make 
duplicates  at  Miyoshi.  And  badly 
deteriorated,  yet  highly  durable, 
asphalt  surfaces  were  created 
using  pressurized  molds. 

Beneath  the  roadway,  Mazda 
engineers  installed  a  network  of 
electric  monitoring  wires  design- 
ed to  work  with  sensing  devices 
in  each  test  vehicle  to  transmit 
performance  data  to  the  circuit's 
central  computer. 


"The  323 . . .  feek  more  German  than  any  other 
Japanese  car  we  have  driven."  Car  and  Driver 


MAZDA'S  U.S.  PLANT-An  update. 


As  work  continues  on  its  new  H50  rniUion 
plant  in  Flat  Rock,  Michigan,  Mazda  is 
launching  a  series  of  workshops  to  acquaint 
potential  suppliers  ivith  Mazda's  quality 
standards,  procurement  plans,  and  produc- 
tion system.  The  workshops  are  expected  to 


TAKING  THE  LONG  ROAD 
TO  SUCCESS. 

The  Global  Road  Circuit  is 
a  powerful  tool  for  evaluating  a 
vehicle's  strengths  and  shortcom- 
ings. And  here,  Mazda  engineers 
tested  and  retested  the  323. 
Identified  and  eliminated  sources 
of  noise  and  vibration.  Refined 
ride  and  handling.  Until  finally 
theyd  reached  their  goal— a 
small  car  so  advanced  it's  the 
road  car  of  small  cars. 

Obviously  there  are  easier 
ways  to  buUd  an  automobile.  Or 
a  test  track.  But  when  it  comes  to 
building  cars  with  the  sophistica- 
tion, value,  and  fun-to-drive 
character  of  the  new  323,  we  think 
our  road  is  the  only  way  to  go. 

For  a  free  copy  of  the  1985 
Mazda  Annual  Report  and/or 
your  choice  of  a  1986  RX-Z  626, 
323,  or  B2000  product  catalog, 
write  to:  Mazda  Report /Catalog 
Offer,  Box  5960-CO,  Orange, 
CA  92668.  Or  call  this  toll  free 
number;  800-521-1055. 


Natural  gas  pipeliners  are  beginning  to 
learn  what  competition  means.  Consoli- 
dated Natural  Gas  already  knows. 


By  James  Cook 


Sitting  pretty 


Coyi^olidated  Natural  Gas  '  Jack  Taiikers/ey 

How  do  you  add  value  to  a  commodity  like  natural  gas? 


BACK  IN  1968  Pittsburgh's  gi- 
ant Consolidated  Natural  Gas 
Co.  was  one  of  the  first  compa- 
nies to  foresee  the  gas  shortage  that 
hit  the  industry  in  the  early  Seventies. 
A  decade  later  it  was  one  of  the  first 
companies  to  anticipate  the  emer- 
gence of  the  present  glut. 

Necessity  is  often  the  mother  of 
alertness,  and  CNG  certainly  needed 
to  be  alert.  CNG  started  out — or  so 
CNG's  boss,  Jack  Tankersley,  ex- 
plains it — trying  to  cope  with  the 
earthshaking  changes  that  were  tak- 
ing place  in  the  West  Virginia-Ohio- 
Pennsylvania  industrial  heartland 
that  CNG  serves  (see  map,  p.  86).  "We 
lost  so  much  load  from  the  steel  in- 
dustry," he  says,  "we  decided  we'd 
better  go  out  and  try  to 
find  a  market  for  our  gas. 
We  didn't  know  what  we 
were  doing  at  the  time. 
But  we  were  really  mov- 
ing into  deregulation." 

By  an  accident  of  geog- 
raphy, CNG  has  tended  to 
operate  in  a  somewhat 
more  open  manner  than 
most  of  its  giant  competi- 
tors. Although  CNG  pro- 
duces, transports  and  dis- 
tributes gas  like  any  other 
integrated  company,  its 
transmission  lines  do  not 
reach  the  producing  fields. 
Thus,  it  does  not  depend 
directly  on  other  produc- 
ers for  its  supplies.  In- 
stead, it  sells  38%  of  the 
gas  it  produces  to  others, 
and  buys  from  six  con- 
necting pipelines  most  of 
the  gas  it  sells  to  its  local 
distribution  companies 
and  three  independent  gas 
systems  in  New  York 
State. 

"Our  bucket  of  gas  is  no 
different  from  anybody 
else's,"  Tankersley  says, 
"so  we  said,  'How  do  you 
add  value  to  an  ordinary 
commodity?'  " 

And  the  answer?  By  ex- 
ploiting another  CNG  ad- 
vantage: the  largest  under- 
ground storage  facilities 
in  the  U.S.  These  enabled 
the  company  to  buy  gas  in 
summer  when  prices  were 
low  and  store  it  for  winter 
use.  As  a  result,  CNG  had 
a  cost  advantage  that  it 
turned  into  a  price  and 
service  advantage.  "We 
went  to  selling  gas  off  sys- 


lAiin  Johnson  Black  ^i.ii 


Dating  a  G)ntmental  banker 
gives  you  alot  of  time  toyourself. 


Nobody  works  harder  than  the 
people  at  The  New  Continental  Illinois. 

We  have  to  work  hard.  After  all,  we 
have  a  lot  of  ground  to  make  up. 

So  we  aren't  just  working  overtime. 
We're  working  double-time. 

For  example,  before  we  give  advice 
we'll  look  at  the  way  cash  moves  within 
your  company,  the  way  you  buy  services 
and  materials,  how  you  pay  your  debts, 
and  how  you  invest  your  money. 

We'll  also  study  your  industry's 
reports,  our  data  banks,  and  published 
financial  information. 

This  way  we'll  know  enough  about 


how  you  do  business,  and  the  industry 
you  work  in,  to  make  intelligent 
recommendations  about  loans,  invest- 
ment products,  raising  capital  and 
managing  cash. 

So  if  you  want  a  banker  who  works 
hard  for  you,  come  to  the  bank  where 
working  hard  is  a  way  of  life. 

The  New  Continental  Illinois.  A 
bank  that  makes  a/mos/ everyone  happy. 

©Continental  Illinois 

We  work  hard  We  have  to. 

01986  Continental  Illinois  National  Bank  and  Trust  Company  of  Chicago. 


ASK  YOUR  GimiAH. 

The  Guardian  manages  a  $3  billion 
high-quality  long-term  investment 
portfolio  for  its  policyholders. 
This  portfolio  serves  to  provide  our 
life  insurance  clients  with  exceedingly 
attractive  and  stable  investment 
returns  with  automatic  completion  of 
their  programs  at  retirement,  death  or 
in  the  event  of  disability 

Based  on  The  Guardian's  current 
dividend  scaled  Comparative  Rates  of 
Return  from  8%  to  13%  tax-deferred 
can  be  achieved  with  The  Guardians 
new  Spectrum  series  of  life  insur- 
ance products.  The  Comparative  Rate 
of  Return  measures  the  yield  at  which 
you  would  have  to  invest  your  funds, 
after  deducting  the  cost  of  insurance, 
to  equal  the  yield  on  the  cash  value 
of  Spectrum. 

VanishGuard  is  a  unique  new  pro- 
duct in  the  Spectrum  series  that 
takes  advantage  of  The  Guardian's 
financial  strength  and  is  completely 
funded  in  as  few  as  four  years:  Pay 
Four  Pay  No  Moref 

If  you  seek  a  better  quality  of  life, 
contact  us  at  201  Park  Avenue  South, 
NewYork,  NY  10003  or  call 
1-800-4A/ANISH. 


aan 


1.  Diviaends  are  neither  estimated  nor  guaranteed.  Actual  future  dividends  may 
be  higher  or  lower  depending  on  the  Company's  actuol  future  experience. 

2.  The  number  of  years  of  required  cash  outlay  depends  on  the  Policy  Class  and 
the  continuation  of  the  current  dividend  scale.  This  option  is  not  automatic  and 
must  be  selected  by  the  policyowner  ol  the  policy  year  indicated.  This  is  not  a 
paid  up  policy 


Consolidated's  special  situation 


CNG's  transmission  and  distribution  system  is  geographically  sepa- 
rate from  its  producing  operations,  so  it  relies  mainly  on  other  big 
pipeline  companies  to  transport  or  supply  its  gas. 


Production 


and 


Transmission 
distribution 


In  the  Northeast  its  transmission  company  buys  gas  from  six  connect- 
ing pipelines  at  26  interconnections,  and  it  sells  such  gas  not  only  to  its 
own  distribution  companies  and  independent  utilities  in  upstate  New 
York  but  also  in  the  past  few  years  to  off-system  utilities  in  New  York 
and  New  England  and  soon  in  the  Baltimore-Washington,  D.C.  area. 


• 

9  Interconnections 

r~]  CNG  distribution  companies  and  independents  in  N.Y. 

Q  New  York  and  New  England  off-system  utilities 

I  I  Baltimore-Washington,  D.C.-area  off-system  utilities 


tern — to  people  other  than  our  own 
customers,  that  is,  Con  Edison  as  an 
example — and  that  worked  out  pretty 
well." 

What  began  as  an  experiment  ended 
up  as  a  marketing  strategy.  By  follow- 
ing the  logic  of  his  opportunities,  Tan- 
kersley  learned  to  expand  CNG's 
markets  beyond  the  geographical  lim- 
its of  Its  own  transmission  and  distri- 
bution system.  A  little  later  a  group  of 
20  utilities  in  New  England  and  the 
New  York  metropolitan  area  consid- 
ered importing  Canadian  gas,  but 
CNG  offered  them  a  better  deal.  CNG 
ended  up  with  a  contract  to  supply 
half  the  business,  moving  the  gas,  at  a 
fee,  through  Texas  Eastern's  trans- 
mission lines.  CNG  began  making  de- 
liveries in  November  1984  and  will  be 
moving  20  billion  cubic  feet  (bcf)  a 
year  by  this  fall,  under  a  contract  that 
could  go  as  high  as  39  bcf  and  bring  in 
some  $132  million  in  revenues. 

That  was  just  the  beginning  of 
CNG's  freewheeling  approach  to  the 
business.  Last  summer  Tankersley 
worked  out  a  deal  to  supply  as  much 
as  43  bcf  a  year  to  the  Baltimore- 
Washington  area,  by  way  of  Texas 
Eastern  and  a  pipeline  CNG  originally 
built  as  part  of  a  now-abandoned  im- 
ported liquid  natural  gas  project.  To- 
gether these  two  contracts  could 
eventually  amount  to  as  much  as 
12.5%  of  last  year's  volume.  And  Tan- 
kersley has  yet  another  such  deal  in 
the  making. 

Late  last  year  the  Federal  Energy 
Regulatory  Commission  issued  its 
controversial  Order  436,  encouraging 
pipeline  companies  to  provide  open 
access  to  their  transmission  facilities 
to  anyone  who  wanted  to  buy  or  sell 
gas.  CNG  had  already  learned  what 
that  game  was  all  about.  In  January  it 
filed  to  become  an  open-access  carrier 
under  a  plan  setting  its  charges  for 
transportation  at  a  level  that  would 
yield  it  the  same  profit  margin  for 
moving  somebody  else's  gas  as  for 
moving  its  own.  CNG  was  uncom- 
monly lucky,  of  course.  With  most  of 
its  gas  coming  from  connecting  pipe- 
liners,  CNG  was  not  saddled  with 
take-or-pay  gas  contracts  at  ruinously 
high  prices,  as  many  pipeliners  were, 
and  so  could  more  easily  afford  to 
compete  with  outside  suppliers  for  its 
own  customers. 

"The  only  way  any  company  is  go- 
ing to  survive  total  deregulation,  if  it 
comes,"  Tankersley  says,  "is  to  beat 
out  the  other  companies,  and  the  only 
way  you  can  do  that  is  to  have  your 
pipelines  in  the  right  place  and  give 
something  extra.  What  we  give  is  win- 
ter storage.  If  your  delivered  costs  are 
low — and  ours  are  among  the  lowest 


e  walked  beaches  as  secluded  as 


oe  s.  And  we  found  few  footprints. 


Here  lies  the  heart.  The  heart  of  Explorer  Class* 
cruising.  Big  ships  and  small  ships  are  ships  that  pass 
in  the  night  They  chart  different  courses,  because 
when  you're  as  big  as  an  ocean  liner  most  out  -of  -  - 
the-way  spots  are  simply  out-of-reach. 

The  smaller  vessels  of  Exploration  Cruise  Lines 
choose  paths  less  travelled.  On  shore  you'll  explore 
moonlit  beaches  free  from  the  crush  of  tourists.  On 
board  you'll  relax  in  casual  comfort.  An  atmosphere 
graced  with  an  uncommon  friendliness.  This  kind 
of  camaraderie  only  grows  when  a  small  group  of 
passengers  share  paradise. 

Come  join  us  this  winter  and  cruise  special  worlds 
the  big  ships  can't. 

EXPLORATION^CRUISE  LINES 

tfjHia   ONE  OF  THE  ANHEUSER-BUSCH  COMPANIES 


Forresen/ations  or  free  brochures  see  your  Travel  Agent; 
call  1-800-426-0600  or  send  to:  1 
Exploration  Cruise  Lines.  1500  Metropolitan  Park  BIdg..  Seattle.WA  98101 


The  Kodak 
advantage  is 
bigger  than  ever! 


The  Kodak  advantage:  Leading  technology  and  proven  reliability  and  the 
best  service  in  the  business.  It's  an  advantage  that's  been  reaffirmed  every  year  for 
five  straight  years  by  an  independent  research  organization,  it's  an  advantage  that 
groves  bigger  each  time  we  introduce  new  models.  Here,  now,  a  whole  new  family  of 
high-volume  copier-duplicators  for  walk-up  and  repro  applications. 

Introducing  the  user-friendly  walk-up  copiers. 

New  Kodak  Ektaprint  235  copier-duplicators  make  it  easier  than  ever  for  walk- 
up  users  to  do  some  surprisingly  complicated  jobs,  more  quickly  than  ever.  All  kinds 
of  duplexing,  chapterization,  slip-sheeting. .  .it's  all  easy  and  all  at  5100  copies  an 
hour!  Options  include  a  finisher  with  six-way  stitching  or  an  economical  new  stapler. 

Introducing  the  right  combination  for  tough  repro  jobs. 

New  Kodak  Ektaprint  300  duplicators  take  on  tough  jobs— like  tabs,  duplexing, 
dividers,  covers,  stapling  and  binding— and  do  them  all  with  the  productivity  of  easy 
jobs,  at  a  full  6000  copies  an  hour!  And  there's  a  unique  Kodak  Telassistance  network 
for  quick  service  diagnoses  and  even  fixes  by  phone.  You  can  have  your  duplicator 
with  six-way  stitching  or  with  both  stitching  and  Kodak's  exclusive  binding  feature. 

For  details  on  these  new  Kodak  copiers  and  duplicators,  write  or 
call  Eastman  Kodak  Company  CP6251, 343  State  Street,  Rochester,  NY  14650. 
1 800  44KODAK  (1 800  445-6325)  Ext.  610. 


-------------1 

There's  .  | 
strength  in  | 
our  numbers. ! 

Total  Return  for  one  year* 

rGiftrust+69.0% 

If  you're  looking  for  a  mutual  fund 
that  offers  outstanding  long-term 
performance,  consider  Twentieth 
Century  Investors.  For  complete 
information,  call  or  write  for  a  free 
prospectus.  Please  read  the  prospec- 
tus carefully  before  investing. 


No-Load,  No-Minimum  Mutual  Funds 


Please  send  a  free  prospectus  to 


City  ,    ■  '  -  X 


P.O.  Box  200,  Kansas  City,  Missouri  64141 
(816)531-5575 


■Represents  total  return  for  one  year  ending  June  15, 1986,  and  includes 
change  in  share  price  and  the  assumed  reinvestment  of  income  distributions 
and  securities  profits  These  figures  update  those  found  in  the  current  annual 
report  They  record  past  performance  and  are  not  projections  for  the  future. 
The  Standard  &  Poor's  500  Index  is  an  unmanaged  group  of  stocks  consid- 
ered by  many  to  be  representative  of  the  stock  market  in  general 


i  Select 

+  42.3% 

j  Vista 

+  64.2% 

1  S&P  500 

+  36.6% 

in  the  U.S. — it's  going  to  be  difficult 
for  people  to  come  in  from  outside 
and  undercut  you." 

Tankerslcy  has  been  branching  out 
in  a  half-dozen  other  directions.  He's 
already  worked  out  a  20-year  commit- 
ment to  provide  sales,  storage  and 
transport  to  Tennessee  Gas  Pipeline 
in  New  York  State.  He's  joined  Niag- 
ara Mohawk  in  a  cogeneration  proj- 
ect, and  Texas  Eastern  in  a  pipeline 
project  to  import  400  million  cubic 
feet  of  Canadian  gas  a  day  for  New 
York-New  Jersey  utilities.  He's  ex- 
perimenting with  natural  gas  as  a  sub- 
stitute automotive  fuel  and  as  a  sub- 
stitute for  oil  in  firing  coal-burning 
utility  boilers. 

With  oil  and  gas  prices  off,  earnings 
from  CNG's  producing  operations 
likely  will  drop  this  year  for  the  first 
time  in  a  decade.  First-quarter  earn- 


"If  your  delivered  costs  are 
low — and  ours  are  among 
the  lowest  in  the  U.S. — it's 
going  to  be  difficult  for 
people  to  come  in  from 
outside  and  undercut  you.*' 


ings  were  off  7%  as  a  result,  and 
though  Tankerslcy  doubts  CNG  can 
match  last  year's  record  by  year-end, 
he  doesn't  dispute  it  could  conceiv- 
ably come  close.  "But  we'll  have  a  real 
press  on  our  hands,"  he  says. 

Even  so,  Tankerslcy  has  plenty  of 
reason  for  optimism.  He  figures 
CNG's  gas  sales  will  bottom  out  this 
year.  He's  got  $88  million  in  rate  peti- 
tions before  the  Ohio  and  Pennsylva- 
nia commissions,  and  CNG's  off-sys- 
tem gas  business  should  soon  begin  to 
pay  off.  With  cash  flow  running  in 
excess  of  $500  million,  CNG  has  the 
financial  resources  to  continue  to  in- 
crease dividends,  reduce  long-term 
debt  (now  26%  of  capital,  vs.  38%  five 
years  ago)  and  conceivably  acquire 
any  promising  pipelines,  producing  or 
gas  distribution  properties  that  be- 
come available  as  a  result  of  the  cur- 
rent slump  in  the  industry. 

While  the  long-term  prospects  look 
good,  it  wouldn't  make  sense  to  buy 
CNG  as  a  takeover  prospect.  Tankers- 
ley  doesn't  think  that  CNG  is  vulner- 
able to  the  takeovers  that  have  swept 
up  industry  giants  like  HNG  and  Mid- 
Con  in  the  past  year  or  so.  CNG  is  one 
of  three  gas  companies  still  under  the 
Public  Utility  Holding  Company  Act, 
so  that  anybody  who  acquires  5%  of 
its  stock  has  to  justify  the  acquisition 
to  the  SEC,  and  anybody  who  acquires 
10%  comes  under  the  PUHCA  him- 
self, shark  repellent;  You  couldn't 
ask  for  much  better  than  that.  ■ 


Britain  has  high  imemploy merit,  and  its 
intmiational  competitiveness  remains  fee- 
hie.  Have  the  Tories  failed? 

I  envy 
President  Reagan 


An  interview  with 
Prime  Minister  Margaret  Thatcher 


Britahfs  Mar^aivt  rhcilclx'r 

Even  some  Tories  forget  the  number  of  jobs  killed  by  high  tttxation." 


By  Malcolm  S.  Forbes  Jr. 
and  Marcia  Berss 

Shiw  the  late  1970s,  in  mcDiy  Western 
coioitnes  there  has  been  a  shift  hack  to  the 
right,  aieay  froD!  the  o/c/  free-speiuiin,i> 
liberalism  Will  the  political  peiuliilidn 
soon  su'ing  hack  to  the  left}' 
Thatcher:  [The  swing]  is  fundamental, 
because  our  [the  Tory  Party's]  finan- 
cial and  industrial  policies  are  funda- 
mentally sound.  You  cannot  have  just 
a  little  inflation.  It  gets  bigger,  and 
people  recoil  from  it.  You  cannot  have 
industries  overmanned  and  full  of  re- 
strictive practices,  because  they  get 
uncompetitive.  You  cannot  go  on  try- 
ing to  convince  people  they  can  get 
something  for  nothing  and  do  not 
need  people  to  create  wealth. 

Socialist  governments  assume 
someone  else  created  the  wealth  and 
it  is  there  for  them  to  distribute.  Very 
soon  the  distribution  runs  out,  the 
deficit  is  enormous,  they  get  into  the 
hands  of  the  IMF  and  they  come  down 
to  sound  policies. 

They  duck  the  fundamental  ques- 
tions as  long  as  they  can — as  ours  did. 
But  sooner  or  later  you  have  to  run 
things  soundly.  That's  why  you'll  find 
even  socialist  governments  practicing 
these  policies.  Look  at  Spain — getting 
their  borrowing  down,  their  inflation 
down,  putting  emphasis  on  the  effi- 
ciency of  their  industries. 

What  yon  seem  to  he  sayini^  is  that  yon 
cnul  your  policies  need  more  titiie  to  fin- 
ish the  /oh 

Thatcher.  Why  do  people  have  fantas- 
tic confidence  in  the  Swiss  franc?  Not 
because  after  seven  years  she  will  say, 
'Well,  now  we  can  let  up,'  but  because 
the  fundamentally  sound  things  have 
got  into  the  bloodstream  of  the  coun- 
try and  people  have  confidence  these 
will  continue.  You  get  that  reputation 
by  doing  things  in  that  way  for  a  long 
time  so  that  it  becomes  part  of  your 
habits  of  life.  [Germany,  too.]  Helmut 
Schmidt,  as  I  often  said  to  him,  was 
rather  more  to  the  right  than  I  am.  He 
was  very  sound  financially.  Helmut 
Schmidt  and  Helmut  Kohl,  of  course, 
pursued  the  same  policies. 

As"  //  tak'ini'  loni>er  to  tui  n  Hrilain  around 
tha>i  you  expected^ 

Thatcher:  I  think  we  have  done  a  fan- 
tastic amount.  Some  other  countries 
did  not  have  our  kind  of  union  prac- 
tices. Harold  Wilson  tried  to  tackle 
[restrictive  union  rules|  in  the  Sixties; 
he  was  moved  off  it  by  the  unions. 
Ted  (Edward  Heath]  tried  to  tackle  it 
in  the  early  Seventies;  he  was  moved 
off  it.  We  tried  to  tackle  it,  and  we  are 
succeeding. 


"There  has  been  an  intellectual  snobbery  that  it  was  nice  to  go  into 
research  but  not  so  good  to  go  into  industry." 


But  in  the  U.S.  the  economic  policies  asso- 
ticitcd  with  ibc  su'i}ii^  hack  to  the  right 
hcirc  hc//>cci  Livalc  niillioiis  of  new  Jobs. 
Not  so  in  Europe  and  Rritaiti.  Why? 
Thatcher:  We  all  have  the  technologi- 
cal revolution.  That  means  w^e  all 
manufacture  more  goods  with  fewer 
people.  You  arc  turning  to  service  in- 
dustries more  rapidly  than  we  are. 
You  still  have  problems,  for  example 
in  Pittsburgh,  where  demand  for  steel 
has  changed  because  of  technology. 
You  go  to  a  factory  now,  it's  small 
push  buttons,  plastics,  less  clanking 
machinery.  The  first  effect  of  this 
tends  to  throw  people  out  of  jobs. 

A  second  change  many  of  us  suffer 
from  is  that  the  newly  industrialized 
countries  are  taking  some  of  our  tradi- 
tional products — shipbuilding  and 
steel — just  as  textiles  v/ent  many 
years  ago.  The  big  Korean  plant  pro- 
ducing steel  is  the  most  modern, 
high-investment,  computer-operated 
plant.  Now  they  have  advantages  in 
GATT  we  do  not  have,  so  we  are  both 
[the  U.S.  and  Britain]  suffering. 

Another  factor  we  [Britain]  suffer 
from,  which  I  do  not  think  you  have, 
is  hidden  unemployment.  We  were 
overmanned  due  to  restrictive  union 
practices.  People  thought  overman- 


ning saved  jobs.  It  did  not.  It  made 
them  so  uncompetitive  that  we  could 
lose  whole  factories,  almost  whole  in- 
dustries, and  we  did.  So  we  have  had 
extra  unemployment  as  redundancies 
come  out,  and  now  factories  are  really 
efficient. 

Another  thing — we  had  a  big  baby 
boom  in  the  1960s.  Wc  now  have  1.5 
million  more  people  in  the  working- 
age  population  than  seven  years  ago 
because  this  baby  boom  is  coming 
onto  the  labor  market.  And  we  have, 
as  you,  a  bigger  proportion  of  popula- 
tion, namely  women,  who  want  to 
work.  Many  new  jobs  have  not  gone 
to  reduce  unemployment  but  have 
been  taken  by  people  who  did  not 
previously  work — women. 

Now,  in  the  last  three  years  we  cre- 
ated a  million  new  jobs.  But  because 
of  the  things  that  I  have  indicated,  it 
has  not  made  inroads  on  the  [jobless] 
register.  If  it  goes  on  at  that  rate,  we 
shall,  particularly  as  the  demograph- 
ics change.  But  even  now  we  have 
140,000  more  businesses  and  far  more 
self-employed. 

Even  some  members  of  your  own  party 
say  the  gorei-nmetit  should  use  public 
spending  to  create  Jobs. 


'/hatcher  I  say  [to  them],  "You  say 
more  public  spending.  You  forget  the 
money  you  put  into  more  public 
spending  first  is  churned  through  a 
money-go-round  that  the  bureaucracy 
is,  so  less  comes  out  than  was  put  in, 
and  you  see  the  jobs  it  creates.  Why 
don't  you  take  into  account  the  jobs 
that  It  kills  from  the  money  that  peo- 
ple would  have  spent  on  goods  and 
services  or  loaned  out  to  start  up 
businesses?" 

You  sec,  they  forget  the  number  of 
jobs  killed  by  high  taxation  and  high 
public  spending. 

For  years  we  had  socialist  controls, 
and  people  forgot  how  to  manage,  to 
be  enterprising.  Their  prices  were 
controlled;  incomes,  dividends  and 
exchange  rates  were  controlled;  devel- 
opment certificates  had  to  be  ob- 
tained. Management  almost  forgot 
enterprise.  But  we  are  getting  it  back. 

The  U.S.  Senate  recently  passed  a  bill  that 
would  cut  income  tcLx  rates  shatply.  hi 
liriiain  taxes  are  still  sky-high.  .  . 
Ihatcher.  I  cannot  ignore  the  fact  our 
lowest  rate  of  income  tax,  29%,  is 
above  your  [proposed]  top  rate  of  27%. 
I  am  worried  that  some  of  our  scien- 
tists, our  biggest  wealth  creators,  may 
say:  "We  can  do  better  for  our  families 
out  there."  And,  because  you  are  a 
wealthier  society,  the  scientists  say. 
"We  have  access  to  more  laborato- 
ries." I  am  constantly  saying  to  them: 
"Look,  we  shall  not  break  through  to 
lower  tax  unless  you  stay  here  and 
help  us  grow  into  it." 

So  why  not  just  advocate  a  big  cut  in 
margma/  tax  rates.'' 

Thatcher.  Do  not  forget  that  we  took 
our  top  rate  on  investment  income 
from  98%  to  60%,  on  earnings  from 
83%  to  60%.  At  that  time,  60%  was 
about  median  of  the  free  enterprise 
countries. 

I  cannot  propose  a  substantial  cut  in 
tax  rates  without  looking  at  our  pub- 
lic spending.  Thank  goodness,  we 
have  kept  a  low  deficit. 

Having  had  low  borrowing  require- 
ments each  year  has  enabled  us  to  ride 
any  storm.  We  got  through  Falklands 
without  any  extra  public  spending  be- 
cause we  took  it  on  our  contingency 
reserve.  We  got  through  a  year's  coal 
strike  with  prudent  finance.  We  are 
still  riding  the  storm  because  we  had 
prudent  policies. 

We  are  not  like  the  U.S.,  which  can 
finance  its  deficit  by  drawing  money 
from  all  over  the  world.  Would  money 
come  to  this  country  as  it  comes  to 
the  U.S.?  No.  First,  look  at  the  U.S.' 
geographical  position.  Marvelous.  It  is 
not  surrounded  by  socialist  countries; 


we  have  the  Iron  Curtain  across  our 
continent.  We  also  have  socialist  par- 
ties in  this  country  which  have  been 
very  adverse  to  wealth  creation.  That 
limits  the  money  that  will  come  here. 

Agreed.  But  when  we  cut  taxes  in  1981 
and  1983.  revenues  as  a  proportion  of 
GNP  did  )iut  change. 
Thatcher-:  That  is  right.  But  you  do  not 
just  look  at  your  revenue.  You  look  at 
your  expenditure.  Life  consists  of  a 
series  of  double  entries.  In  most  coun- 
tries there  is  a  three-year  gap  [until 
revenues  increase],  and  we  cannot 
take  the  three-year  gap.  It  is  not  so 
simple  as  you  say.  Because  you  had  a 
very  large  deficit,  you  got  a  strong 
dollar.  So  you  lost  trade. 

Imports  came,  hut  exports  stayed  up. 
Thatcher:  I  am  very  sorry,  but  for 
Forbes  magazine  to  say  to  me,  "To 
hell  with  the  other  side  of  the  balance 
sheet"  does  not  seem  to  me  a  very 
good  rule  in  selling  a  magazine  to 
businessmen.  Only  to  look  at  your 
revenue  and  to  hell  with  your  expen- 
diture. Only  to  look  at  your  exports 
and  to  hell  with  your  imports.  Don't 
you  at  Forbes  look  at  your  expendi- 
ture in  relation  to  your  revenue? 

Being  of  Scottish  descent,  we  do  it  daily. 
Thatcher:  I  do  not  think  you  would 
continue  very  long  in  business  if  you 
did  not.  I  would  not  still  be  here  if  I 
looked  at  one  side  only. 

My  husband  is  an  accountant,  so  we 
always  look  at  both  sides  of  the  bal- 
ance sheet. 

I  think  your  equation,  the  Laffer 
equation,  is,  people  spend  the  extra 
money  on  things  that  attract  sales  tax. 
You  need  to  study  savings  ratio  and 
expenditure  patterns.  Do  not  forget 
you  are  a  big  spending  society.  Your 
savings  ratio  is  smaller  than  ours.  If, 
by  taking  down  taxation,  you  don't 
get  spending,  then  you  don't  get  reve- 
nue back.  It  goes  into  investment,  but 
it  doesn't  necessarily  give  high  tax 
revenue. 

You  know  we  put  down  our  person- 
al tax  rate  but  put  up  the  indirect 
value-added  tax.  As  in  the  U.S.,  the 
tendency  of  public  expenditure  is  to 
rise,  even  when  you  keep  a  firm  grip 
on  it.  We  take  the  view  we  have  to 
finance  honestly.  Otherwise  you  find 
a  bigger  part  of  your  public  spending 
goes  to  finance  your  present  and  past 
debt.  This  is  the  problem  you're  com- 
ing to  in  the  U.S.  It's  a  problem  I've 
avoided. 

Europe  seems  to  he  lacking  its  old  energy. 
Will  F.urope  forever  lag  eco)iui)ucally  be- 
hind the  Tar  East  and  U.S.? 


Thatcher:  The  main  thing  Europe 
must  do  IS  make  certain  new  techno- 
logical developments  get  the  same 
large  market  in  Europe  as  American 
inventions  have  in  America.  We  tend 
to  do  our  own  technological  advance, 
and  each  of  us  tends  to  favor  our 
own  industries.  We  have  not,  in  spite 
of  years  of  the  European  Communi- 
ty, got  the  new  technologies  having  a 
market  as  big  as  yours.  In  theory,  we 
have  a  market  of  350  million  people. 
In  practice,  however,  it  is  not  work- 
ing that  way. 

But  is  the  problem  technology?  Britain 
has  always  had  good  irwentors;  you  are 
lousy  .'icilcs))ie}i  and  marketers. 
Thatcher:  It  is  more  fundamental  than 
that.  There  has  been  an  intellectual 
snobbery  that  it  was  nice  to  go  into 
research  but  not  so  good  to  go  into 
industry.  The  education  system  was 
geared  so  the  best  thing  you  could  do 
was  go  to  university,  then  stay  to  do 
research. 

Marketing!  We  do  not  even  get 
them  making  the  project.  We  pro- 
duced molecular  biology — Cambridge 
cloning  system.  What  did  they  do? 
Blew  it  to  the  whole  world  by  writing 
a  research  paper.  The  first  thing  I 
knew  about  it  was  when  I  visited  one 
of  your  companies.  I  said,  "But  we 
discovered  this!"  And  they  said,  "But 
you  didn't  patent  it." 

It  is  enterprise  culture.  You  see,  ev- 
eryone went  to  America,  not  for  a 
subsidy — there  were  not  any — but  to 
be  free  to  pioneer,  free  to  be  self-reli- 
ant, free  to  make  and  create  their  own 
future.  I  envy  tremendously  when  I 
hear  President  Reagan  say:  "Do  you 
know  these  enterprising  people  creat- 
ed 9  million  jobs  in  the  last  3'/2 
years!"  Do  you  know  what  mine  say? 
"This  unemployment.  What  is  the 
government  going  to  do  about  it?" 
What  do  I  say?  We  can  only  create  the 
conditions. 

Do  not  expect  me  to  ask  bureau- 
crats to  turn  out  from  Whitehall, 
bowlers  and  brolleys  in  hand,  to  go  set 
up  a  dozen  small  businesses  in  every 
hamlet  in  the  country.  They  would 
not  know  how  to  do  it.  It  is  not  their 
job.  Ours  is  to  get  the  conditions 
right.  There  is  no  way  we  shall  get 
prosperity  unless  the  people  respond. 

There's  a  feeling  in  the  U.S.  that  Europe  is 
becoming  anti-American  now,  given  the 
reaction  to  our  raid  on  Libya. 
Thatcher:  I  don't  believe  that's  true.  I 
think  that  we  are  so  close  sometimes, 
you  get  family  quarrels,  but  you  know 
they  arc  only  quarrels,  and  when  there 
is  something  quite  fundamental,  then 
we  know  we  stand  together.  ■ 


Sen'ice  par  excellence. 


nave  a  word 
for  it: 

^fyjeridien 

Boston 
Houston 
Montreal 
New  Orleans 
Newport  Beach 

New  York 
San  Francisco 
Vancouver 


For  l  eseiA  ations 
worldwide,  call  800-543-4300, 
in  NYC::  212-265-4494. 

MERIDIEN  HOTELS 

li  avel  Companion  of  Air  France 

Fifty  hotels  in  Europe,  Africa,  Asia, 
the  Near  East,  North  and  South 
America  and  the  Caribbean. 


"I  want  to  buy 
ahome./<fo»7 

care  if  it's  a  condo,  town- 
house,  flat,  studio,  brick, 
wood,  new,  old ...  I  just 
want  to  buy  something 
that's  mine,  something  I 
can  point  to  and  say,  here, 
this  is  my  home,  I  bought 
it,  it's  mine,  want  to  come 
inside  and  see  my  kitchen?' 
And  with  one  more  raise, 
I  can  do  it?^ 

Owning  a  home.  It's  been  an 
American  dream  for  200  years. 

It's  an  obsession  that  neither  in- 
flation, deflation,  sk)'-high  interest 
rates  nor  recession  can  dampen. 

Our  continuing  commitment 
to  provide  Americans  with  affordable 
mortgages  is  one  reason  why  60% 
of  all  Americans  today  do  own  their 
own  homes,  why  for  them  the 
dream  has  been  realized. 

And  why  also  in  the  last  ten  years, : 
we've  originated  over  $20  billion 
in  mortgage  loans.  Why  revenues, 
net  income  and  dividends  have  more 
than  doubled  in  the  last  five  years. 

And  why  L&N  has  not  once 
missed  or  reduced  a  single  quarterly 
dividend  since  our  first  one  in  1971. 

As  long  as  Americans  dream  of 
owning  their  own  home,  Lomas  & 
Nettleton  will  be  there  to  make  their 
dreams  come  true. 


Lonias  &:  ]Nettlet(Mi 

The  nation 's  premier 
mortgage  banking  institution. 


2001  Bryan  Tower  Suite  3600 
Dallas,  Texas  75201  (214)  746-7m 


Vhy  have  some  countries  gotten  relatively  rich  while  others  sink 
deeper  into  poverty?  History^  and  culture  have  something  to  do 
with  it,  but  rotten  economic  policies  are  the  biggest  villain. 


The  Four  Horsemen 
ride  again 


Pn  Buenos  Aires  hotel  lobbies,  Bra- 

Lzilian  purchasing  agents  do  deals  to   

uy  cheap,  high-quality  Argentinean  leather  to  make 
loes  in  Brazil  and  export  them  to  the  U.S.  Why  aren't  the 
rgentineans,  who  badly  need  both  the  dollars  and  the 
lbs,  using  the  good  leather  to  make  and  export  the  shoes 
lemselves?  Because  Argentina's  economy  is  such  a  mess 
lat  it  can  no  longer  function  in  the  world  economy  save 
5  a  producer  of  raw  materials. 

Argentina  is  not  starving  (see  ho.w  p.  102).  Its  people  are 
luch  better  off  than  hundreds  of  millions  of  others  in 
irica  and  Latin  America  whose  very  survival  is  threat- 
led  by  lack  of  capital,  shrinking  exports  and  cities  that 
rew  too  big  for  the  economies  they  feed  on. 

The  Four  Horsemen  of  this  particular  Apocalypse  are 
atives  of  the  countries  they  afflict.  They  are  socialism, 
xcessive  urbanization,  corruption  and  civil  disorder. 

Who  or  what  unleashed  them?  Flint-hearted  bankers, 
etermined  to  extract  their  pound  of  flesh?  That  myth  has 
)st  its  power  even  for  Third  World  politicians  struggling 
)  avoid  blame  for  their  own  shortcomings.  If  the  bankers 


By  Norman  Gall 


are  at  fault,  it  is  because  their  loans 

  too  often  enabled  governments  to 

continue  bad  economic  policies. 

Capitalist  imperialism  to  blame?  If  that  were  true,  the 
Soviet-bloc  developing  countries  would  be  better  off  than 
the  noncommunist  developing  nations.  The  opposite  is 
true:  Pro-Western  South  Korea  booms,  while  Marxist- 
Leninist-Maoist  North  Korea,  in  addition  to  being  horribly 
repressive  of  human  rights,  is  economically  dreary  and 
stagnant.  Communist  North  Korea's  per  capita  income  is 
scarcely  half  that  of  capitalist  South  Korea's.  Cuba  exists 
solely  on  Soviet  subsidies.  Soviet-bloc  developing  coun- 
tries stagnate  under  the  heavy  hand  of  totalitarian  bureau- 
cracies that  repress  human  initiative. 

By  and  large,  even  the  poorest  of  the  noncommunist 
developing  nations  fares  far  better  than  most  of  the  Soviet- 
bloc  developing  nations.  But  why  do  the  noncommunist 
Third  World  countries  show  such  uneven  development? 
Why  are  South  Korea  and  Taiwan  booming  and  Brazil 
developing  fast  while  mSiy  other  Latin  American  and 
African  countries  are  running  downhill?  Because  the  sue- 


Trucks  no  longer  run 
because  there  are  no  spare 
parts  and  roads  have  become 

impassable;  airplanes  no 
longer  land  at  night  in  some 
places  because  there  is  no 

electricity  to  light  the 
runway.  Even  where  foreign 
donations  of  food  and 
medicines  flow  in,  they 
become  less  and  less  useful 
as  the  internal  distribution 
system  deteriorates. 


cessful  ones,  like  South  Korea  and  Taiwan,  have  submit 
ted  to  the  diseiphne  of  free  markets;  where  Taiwan  ant 
South  Korea  have  intervened  in  the  economy  it  has  been  t< 
push  private  industry  toward  greater  efficiency  and  ai 
export  orientation.  The  less  successful  developing  coun 
tries  have  used  state  intervention  to  create  useless  jobs  anc 
for  ideological  reasons.  Take  Peru.  As  many  as  half  of  al 
Peru's  salaried  workers  are  employed  by  the  government 
This  may  help  keep  governments  in  power,  but  it  drain; 
rather  than  feeds  the  economy.  Money  that  ought  to  go  fo 
job  creation  goes  instead  to  maintain  economically  unpro 
ductive  bureaucrats.  People  who  could  be  making  shoes  o 
processing  food  are  instead  shuffling  pieces  of  paper.  Be 
cause  so  many  developing  countries  have  chosen  the  patl 
of  bureaucracy  rather  than  of  market  discipline,  the  world 
wide  transformation  in  mortality — which  has  halvec 
death  rates  in  poor  countries  since  1950 — is  threatening  tt 
reverse.  The  blunt  truth  is  that  conditions  in  large  parts  o 
the  world  are  deteriorating. 

Never  before  in  history  have  living  standards  risen  so  fa; 
as  in  the  four  decades  since  World  War  II.  In  many  pooi 
countries,  people  have  been  linked  in  new  networks 
roads,  airports,  telephones,  electricity,  radio,  TV.  But  now 
much  of  this  is  crumbling. 

According  to  the  World  Bank,  features  of  modern  societ> 
to  which  many  Africans  have  been  exposed  are  withering 
Trucks  no  longer  run  because  there  are  no  spare  parts  anc 
roads  have  become  impassable;  airplanes  no  longer  land  a 
night  in  some  places  because  there  is  no  electricity  to  lighi 
the  runway.  Even  where  foreign  donations  of  food  anc 
medicines  flow  in,  they  become  less  and  less  useful  as  the 
internal  distribution  system  deteriorates. 

In  Africa  and  Latin  America,  governments  built  impres- 
sive hospitals  in  the  big  cities  that  fed  the  job  boom  in  tht 
health  care  industries.  But  local  currency  can  only  pay 
salaries.  Fast  dwindling  is  the  foreign  exchange  needed  tc 
buy  medicines  and  instruments. 

Visit  the  big  hospital  in  the  squatter  settlement  oi 
Collique,  on  the  outskirts  of  Lima.  It  lacks  X-ray  plates, 
thread  for  suturing,  serum  tubes  and  injection  needles. I 
Razor  blades  are  used  for  small  surgeries.  The  new  150-bedl 
wing  is  filled  in  the  summer  with  children  dehydrated  by 
chronic  diarrhea  and  in  the  winter  with  others  suffering 
from  bronchial  and  lung  diseases.  At  a  police  office  in  the 
lobby,  mothers  and  newborn  babies  are  fingerprinted 
to  make  it  easier  to  identify  abandoned  infants. 

Peruvian  mothers  abandon  their  ba- 
bies today  because  the  coun- 
try's economy  no  longer 
can  sustain  further  population  in^ 
creases  in  squatter  communities  like 
Collique.  Peruvian  real  per  capita  in- 
come has  teturned  to  1965  levels,  wiping  out 
the  gains  of  two  decades.  Since  1975  per 
capita  consumption  of  wheat  and  fat  prod- 
ucts has  fallen  sharply,  even  though  a 
large  part  of  Peruvian  demand  is  cov- 
ered by  foreign  donations  and  con- 
cessionary sales.  A  soapmaker 
says  sales  of  his  products  also 
are  falling  because  "people 

have  less  clothes  to  wash." 

Peru  is  typical  of  many  overpopulated  poor  countries| 
throughout  the  world,  where  cities  are  swelling  out  of' 
control  without  an  infrastructure,  an  industry  or  an  agri- 
culture sufficient  to  support  them.  In  sub-Saharan  Africai 


arban  populations  arc  growing  by  6%  yearly,  one  of  the 
;astcst  rates  at  any  time  or  place  in  history.  Cities  like 
Lagos  and  Nairobi  and  Kinshasa  have  absorbed  modern 
:echnologics  of  consumption  much  faster  than  the  tcch- 
lologics  of  production. 

How  do  the  uprooted  rurals  survive  in  the  cities?  In 
Peru's  Collique,  the  only  productive  activity  in  sight  is 
3eople  building  more  shacks.  Outside  the  shrinking  world 
3f  the  formally  employed,  there  has  been  a  swarming  of 
itreet-sellers.  Youths  eke  out  a  living  by  stealing  sewer 
:aps  and  selling  them  as  scrap  iron,  or  by  roving  in  bands  at 
light,  carrying  empty  flour  sacks  from  U.S.  Food  for  Peace 
lonations,  to  steal  the  crops  from  the  small  truck  farms  at 
:he  edge  of  Lima,  just  beyond  the  squatter  settlements.  It 
s  no  different  in  many  other  Latin  American  and  African 
;ities. 

Having  become  much  more  efficient  at  absorption  than 
:hey  are  at  production  and  distribution,  the  Third  World 
;ities  grow  not  only  because  of  high  birth  rates  but  bc- 
;ause — thanks  to  modern  transportation — they  are  easier 
:o  reach  today,  and  because  they  provide  access  to  cheap 
^oods  and  services  (from  schools  and  hospitals  to  foreign 
ood  donations)  that  cannot  be  had  in  a  stagnant  and 
orgotten  countryside. 

Mexico  City's  population  has  grown  in  this  century 
rom  344,000  to  18  million,  pushing  Tokyo- Yokohama  to 
jccomc  the  world's  biggest  metropolis. 

In  1950  all  but  four  of  the  world's  ten  biggest  cities  were 
n  the  richer  countries.  Today  all  but  two  are  in  less- 
leveloped  countries. 


In  1907  Nairobi,  now  the  capital  of  Kenya,  then  the 
capital  of  British  East  Africa,  had  only  4,737  inhabitants.  It 
was  a  mere  outpost.  By  1950  the  population  grew  to 
130,000,  and  it  is  1.2  million  today.  But  there  is  insuffi- 
cient industry  to  support  the  city.  It  lives  off  hinterland 
agriculture  and  foreign  loans  and  charity. 

leffrey  Sachs,  an  economics  professor  at  Harvard,  sug- 
gests that  one  of  the  reasons  for  the  big  differences  in 
economic  performance  between  Asian  and  Latin  Ameri- 
can countries  is  that  Asia  is  much  less  urbanized.  Among 
the  most  economically  successful  countries  in  Asia  have 
been  ones  like  Malaysia — with  38%  of  its  people  in  towns 
and  cities — whose  economy  grew  by  an  average  of  7% 
yearly  over  the  past  two  decades,  or  Thailand — 20%  ur- 
ban— with  economic  growth  at  7%  since  1965.  The  coun- 
tries in  deepest  trouble  have  from  one-fourth  to  one-third 
of  their  populations  piled  into  a  single  city  like  Santo 
Domingo,  Mexico  City,  Santiago  or  Buenos  Aires.  (By 
contrast,  Brazil  has  ten  cities  of  more  than  1  million 
people.) 

Tlhesc  miserably  poor  cities,  unproductive  in  nearly  ev- 
ery sense,  drain  resources  needed  for  development  and 
goods  that  could  otherwise  be  exported.  They  require 
sewers  and  roads  and  water  supplies  and  clinics,  but  pro- 
duce nothing  to  pay  for  these  amenities.  Lower  urbaniza- 
tion levels  in  Asia  made  it  possible  for  Asian  countries  to 
achieve  much  higher  levels  of  capital  formation  than  Latin 
America.  In  1982  gross  domestic  fixed  investment  aver- 
aged 25%  of  GDP  in  five  Asian  nations  (China,  India, 
liulonesia,  Korea,  Taiwan)  -  more  than  doubling  since 


Twenty-five  years  of  hyper  urbanization 

only  plague  besieging  the  Third  countries,  over  one-thitd  of  the  total  populati 
hat  in  many  oi  the  most  troubled  a  single  city. 


"Tou  have  to  have  an  exporting 
mentality,  seeking  opportunities 
and  designing  for  foreign  markets. 
You  must  have  an  exchange  rate 
that  makes  it  possible  to  export 
profitably,  not  a  historically 
overvalued  currency  that 
protects  inefficiency  and 
unproductive  concentrations  of 
people  in  the  cities,"  says  an 
Argentinean  trade  expert. 


1950 — while  investment  in  Latin  America  went  down, 
from  23%  to  20%. 

Why  are  some  Third  World  countries  raismg  themselves 
by  their  bootstraps,  as  Brazil  and  South  Korea,  say,  are 
doing,  while  others,  like  Nigeria  and  Mexico,  sink  daily 
lower?  Why  are  the  sprawling  cities  of  Seoul  and  Taipei 
economic  assets,  while  Mexico  City  and  Lagos  are  dumps 
of  human  misery?  Why  is  Argentina  productive  only  in 
such  raw  materials  as  beef  and  hides,  while  South  Korea 
produces  256K  RAM  chips? 

"You  have  to  have  an  exporting  mentality,"  says  Elvio 
Baldinelli,  a  Buenos  Aires  trade  expert.  Here  he  puts  his 
finger  on  the  policy  differences  that  seem  to  separate  the 
rising  Third  World  countries  from  the  falling  ones. 

Says  Baldinelli:  "You  have  to  seek  opportunities  and 
design  your  shoes  for  foreign  markets.  You  must  have  an 
exchange  rate  that  makes  it  possible  to  export  profitably, 
not  a  historically  overvalued  currency  that  protects  ineffi- 
ciency and  unproductive  concentrations  of  people  in  the 
citie:.  Argentina  despised  its  export  industries  and  taxed 
them  very  heavily,  yet  lived  off  them  very  well  until 
markets  closed  and  prices  fell."  You  can  sum  up  Baldinel- 
li's  explanation  in  a  sentence:  To  succeed  in  the  modern 
world,  a  country  needs  economic  policies  that  encourage, 


not  hamper,  economic  initiative.  You  must  submit  your 
economy  to  the  disciplines  of  the  marketplace.  This  is 
politically  difficult  but  economically  essential. 

"In  the  big  hotels  of  Seoul  and  Taipei,  the  lobbies  are  full 
of  U.S.  purchasing  agents  bringing  samples  of  parts  and 
finished  products  to  order  cheap  copies  from  Korean  or 
Taiwanese  manufacturers,"  says  Frank  Veneroso,  an  inter- 
national financial  consultant.  Few  purchasing  agents 
haunt  hotel  lobbies  in  Nairobi  or  Lagos  or  Lima. 

In  Africa  and  Latin  America,  governments  consistently 
have  hurt  exporters  by  overvaluing  exchange  rates  to  pro- 
tect and  enlarge  the  consumption  levels  of  the  people  in 
the  cities. 

Here's  how  the  bad  policies  worked  in  the  glaring  case  of 
Mexico: 

On  the  eve  of  its  1982  debt  crisis,  the  Mexican  govern- 
ment was  holding  the  peso  at  a  greatly  overvalued  rate — 29 
to  the  dollar — thus  keeping  imports  of  food  and  other 
consumption  items  relatively  cheap  but  so  seriously  pe- 
nalizing Mexican  exports  that  almost  nothing  but  oil  was 
exportable.  The  dollar  was  so  artificially  cheap  that 
wealthy  and  middle-class  Mexicans  happily  changed  pesos 
into  dollars,  which  ended  up  back  in  the  U.S.,  but  in 
private  Mexican  names.  Now  Mexico  can't  pay  its  debts. 

In  Mexico  and  throughout  much  of  Latin  America,  peo- 
ple foolish  enough  to  save  have  been  robbed  systemati- 
cally. Anyone  foolish  enough  to  leave  $1,000  (U.S.)  worth 
of  Peruvian  currency  in  a  Peruvian  savings  account  since 
1970  would  have  had  only  S150  left  by  June  1985.  The 
situation  in  Mexico  was  worse  in  some  ways.  To  encour- 
age Mexicans  to  keep  dollar  assets  at  home,  the  govern- 
ment permitted  them  to  maintain  dollar  deposits  in  Mexi- 
can banks.  But  when  the  peso  collapsed,  the  government 
repudiated  the  dollar  deposits,  settling  them  in  pesos  at  a 
substantial  loss  to  depositors.  It  will  be  another  generation 
before  Mexicans  will  trust  their  own  government  again. 

While  small  savers  were  frequently  penalized,  insiders 
were  raking  it  in.  Private  and  government  banks  lent 
money  to  business  partners  and  political  insiders  at  nega- 
tive rates.  Banks  usually  lost  lots  of  money  from  bad  loans 
and  from  lending  at  below-inflation  interest  but  were 
bailed  out  by  the  governmcQt  printing  press.  Says  a  former 
Peruvian  Economics  Ministry  official:  "Industrial  profits 


vere  spectacular  during  the  1970s,  with  abundant  govern- 
nent  credit  for  industry  at  negative  interest.  If  you  owned 

factory,  you  could  buy  dollars  from  the  government  at 
pecial  cheap  rates  to  import  machinery,  parts  and  matcri- 
Is.  You  could  then  move  the  cheap  dollars  out  of  the 
ountry  by  overbilling  machinery  imports  by  200%  or 
00%.  We  know  of  imported  factories  that  produced  for- 
unes  for  their  owners  without  the  machinery  ever  being 
aken  out  of  the  crates.  They're  still  in  warehouses  waiting 
0  be  assembled."  So  much  for  state  subsidies. 

In  South  Korea  the  state  also  was  deeply  involved  in 
evelopment  efforts.  Its  government  bankrolled  new  in- 
ustries  with  cheap  credit.  But,  unlike  Mexico  and  Peru,  it 
Iways  had  its  eye  on  prices  and  standards  of  the  world 
conomy.  It  did  not  try  to  insulate  its  own  economy  from 
he  marketplace. 

*  s  a  Japanese  colony  until  after  World  War  II,  Korea 
fm  developed  a  strong  educational  system  and  valuable 
ommercial  experience  as  part  of  the  prewar  Japanese 
xport  machine.  So  when  Korea  started  developing  on  its 
wn,  it  had  the  skills  to  do  better  than  the  Mexicans  and 
'eruvians.  It's  not  only  what  you  do  but  how  you  do  it. 

Governments  always  have  promoted  economic  develop- 
aent.  They  did  it  in  ancient  China  and  18th-century 
iermany  and  prewar  Japan.  After  World  War  II,  they  were 
eeply  involved  in  development  efforts  throughout  the 
''hird  World.  The  efforts  that  succeeded  were  those  show- 
ag  the  greatest  sensitivity  to  market  forces. 

Take  Brazil,  one  of  the  most  successful  of  the  developing 
ountries.  Although  its  industries  were  protected  from 
Dreign  competition,  they  had  to  keep  prices  low  in  mar- 
;ets  of  low-income  people.  This  cost  discipline,  together 
/ith  government  export  subsidies,  enabled  Brazil  to  raise 
aanufactured  exports  by  roughly  30%  yearly  from  1970  to 
982,  about  as  fast  as  Korea  and  Taiwan.  Last  year  Brazil 
xported  $3.2  billion  in  cars,  trucks  and  parts,  enough  to 
over  nearly  30%  of  the  $  1 0.4  billion  in  interest  paid  on  its 
uge  foreign  debt. 

On  the  other  hand,  African  governments  have  done  so 
adly  that  few  people  today  remember  that  Africa  once 
bowed  quite  remarkable  economic  progress.  In  Ghana  in 
he  1890s  there  were  no  roads,  and  only  3,000  children 
/ere  in  school.  Goods  were  carried  along  jungle  paths  on 
he  backs  of  porters.  By  the  time  Ghana  gained  indepen- 
ence,  in  1957,  the  British  had  built  a  network  of  railways 
nd  roads,  and  more  than  half  a  million  children  were  in 
chool.  Ghana's  cocoa  exports  rose  from  1,000  tons  in  1900 
0  300,000  tons  in  1950.  Nigeria's  exports  of  palm  kernels 
/ent  from  52,000  tons  in  1900  to  347,000  tons  in  1951. 
lack-country  towns  that  had  been  slave  markets  became 
enters  of  the  groundnut  trade  by  the  1930s.  Trade  in  these 
ommodities  was  largely  in  the  hands  of  highly  competi- 
ive  small  merchants  and  farmers. 

And  then  came  independence.  Independence  was  not 
he  problem.  The  chosen  economic  policies  were  the  prob- 
:m.  Ghana  adopted  bastard  socialism,  bred  first  by  British 
ocialists  and  then  expanded  by  African  nationalists.  The 
Iritish  started  the  trouble  with  government  monopoly  of 
xport  of  all  major  crops,  licensing  of  commercial  activi- 
ies,  and  state  enterprises  that  used  subsidies  to  spawn  big 
lureaucracies  that  paid  below-market  prices  to  peasant 
armers.  Farmers  stopped  producing  and  started  moving  to 
he  cities.  As  independence  ncared,  Ghana's  Cocoa  Mar- 
:cting  Board  became  the  cash  cow  for  the  politicaf  ambi- 
ions  of  Kwame  Nkrumah,  Gli«-na's  first  president.  Since 
he  mid-1960s,  Ghana's 'cocoa  production  has  fallen  by 


half  while  its  urban  population  has  tripled. 

Swelling  with  pride  that  they  were  no  longer  in  thrall  to 
foreigners,  many  countries  ignored  the  fact  that  they  were 
cutting  the  arteries  that  bound  them  economically  to  the 
rest  of  the  world;  they  were  seceding  from  the  world 
economy.  Most  of  the  state  companies  that  took  over  from 
foreigners  were  geared  to  one  or  a  few  traditional  product 
lines — tin,  copper,  oil.  This  drastically  reduced  the  capaci- 
ty of  many  countries  to  respond  to  changes  in  the  outside 
world.  Each  state  enterprise  has  a  vested  interest  in  its 
own  product.  Conditions  change — the  U.S.  now  uses  30% 
less  metal  per  unit  of  production  than  it  used  a  decade 
ago — but  the  metal-producing  nations  missed  the  signals 
because  the  economic  sensors  were  cut.  They  went  on 
producing  senselessly,  just  as  the  squabbling  members  of 
OPEC  are  doing  in  oil  today. 

"Until  30  or  40  years  ago,  foreign  businessmen  influ- 
enced decisively  the  orientation  of  Latin  American  econo- 
mies," explains  a  senior  World  Bank  economist.  "This 
insured  a  reasonable  consistency  between  what  was  being 
produced  and  what  was  being  demanded  by  world  mar- 
kets. Then  governments  took  the  place  of  foreigners.  They 
created  many  production  bureaucracies  in  state  corpora- 
tions that  were  created  when  private  investors  were  na- 
tionalized in  extractive  industries  like  mining  and  oil." 

Why  not  shut  down  copper  mines  or  tin  mines  until 
supply  catches  up  with  demand:  Why  give  the  stuff  away? 
Because  these  countries  need  foreign  exchange  earnings  at 
almost  any  cost,  and  because  workers  at  these  national- 
ized industries  need  their  jobs  for  survival  in  a  shrinking 
economy.  There  is  no  longer  a  market-clearing  mecha- 
nism at  work  to  align  production  with  levels  of  consump- 
tion. Instead,  enormous  amounts  of  resources  and  credit- 
creation  are  employed  wastefully  to  sustain  and  expand 
excess  capacity. 

In  declaring  last  year  that  his  country  could  no  longer 
fully  service  its  foreign  debt,  Peruvian  President  Alan 
Garcia  paid  ritual  obeisance  to  anti-gringo  myths,  but  then 
spoke  bluntly  to  his  country:  "If  we  must  denounce  the 
unjust  origins  of  the  debt,  we  also  must  accept  that  as  a 
people  we  have  not  had  sufficient  strength  or  courage  to 
change  the  direction  of  our  history."  The  real  problem — as 
Garcia  well  knows — is  that  fewer  than  10%  of  the  public- 
sector  loans  to  Peru  in  1970-85  were  invested  productive- 
ly. Much  oi  the  rest  went  for  food  imports  and  for  buying 
French  Mirage  fighter  planes  and  Soviet  military  hard- 
ware. In  1983-85  foreign  loans  provided  one-third  of  total 
government  spending. 

As  the  foreign  loans  dry  up,  too  few  new  exports  arise  to 
replace  the  foreign  exchange  that  loans  once  provided.  In 
Africa,  governments  make  desperate  pacts  with  the  IMF 
for  spending  cuts  and  currency  devaluations  to  improve 
the  official  balance  of  payments  and  to  get  a  little  more 
loan  money  to  ward  otf  financial  collapse. 

But  human  needs  and  human  aspirations  thwart  these 
belated  attempts  at  discipline.  According  to  an  article  in 
London-based  Soulh  Magazine,  which  focuses  on  develop- 
ing countries,  Nigeria  is  the  source  of  contraband  oil 
bound  for  Europe,  as  well  as  of  textiles,  detergents,  spare 
parts  and  tape  recorders  smuggled  into  the  back  country  of 
Togo,  Benin,  Ghana,  Niger,  Chad  and  Cameroon.  About  a 
fifth  of  Ghana's  cocoa  crop  is  smuggled  out  of  the  country 
in  30-kilo  sacks  carried  through  the  bush  on  the  backs  of 
young  men  to  the  ports  of  the  Ivory  Coast  and  Togo.  The 
young  men  carry  back  to  the  bush  TVs  and  stereo  sets, 
building  materials,  perfumes,  watches  and  jewelry.  These 
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Paying  the  piper 


The  U.S.  is  a  debtor  country  now, 
in  that  it  owes  more  abroad  than 
it  owns  abroad.  Despite  the  sharp 
decline  in  the  dollar  versus  the  yen 
and  dcutsche  mark,  our  balance  of 
payments  is  hemorrhaging.  Pessi- 
mists see  an  alarming  parallel  with 
the  circumstances  that  reduced  Ar- 
gentina from  a  rich  country  to  a 
threadbare  one. 

The  Argentinean  paradox:  a 
country  that  has  everything  yet 
has  nothing.  Argentina  was  once 
rich.  Its  great  bonanza,  in  the  dec- 
ades before  1914,  came  from  the 
swelling  European  demand  for  im- 
ported foodstuffs  and  the  develop- 
ment of  cheap  ocean  transport. 
Grain  and  beef  exports  boomed. 
Hourly  pay  rates  in  Buenos  Aires, 
flooded  by  European  immigrants, 
were  25%  higher  than  in  Paris  and 
80%  higher  than  in  Marseilles. 

In  the  half -century  before  1914, 
Argentina's  economy  grew  by 
roughly  5%  yearly,  one  of  the  high- 
est long-term  growth  rates  in  eco- 
nomic history.  Foreign  financing 
was  abundant,  and  British  inves- 
tors were  fond  of  saying  that  a  mil- 
lion pounds  invested  in  Argentin- 
ean railroads  would  bring  forth 
more  salable  commodities  than 
the  same  money  placed  anywhere 
else  in  the  world. 

The  Argentineans  really  lived  it 
up.  In  French  farce  at  the  turn  of 
the  century,  the  rich  Argentinean 
rancher  played  much  the  same  buf- 
foon role  of  vulgar  display  that  the 
Texas  oilman  was  to  play  later. 

The  U.S.  boomed  around  the 
same  time  as  Argentina  did,  and 
Americans  reinvested  heavily  in 
steel  mills,  in  railroads,  in  textile 
plants.  While  Americans  saved  and 
invested  productively,  Argentineans  spent.  Almost 
overnight  Buenos  Aires  became  one  of  the  world's 
biggest  and  most  beautiful  cities.  Was  capital  needed 
for  all  this?  The  rest  of  the  world  was  happy  to 
provide  both  loans  and  equity  capital. 

The  tide  began  to  turn  in  the  1920s.  Europe  began 
its  long  march  toward  self-sufficiency  in  food,  and 
finally  the  Common  Market's  agricultural  subsidies 
drove  Argentina  to  the  sidelines  of  the  beef  trade  and 
made  it  a  residual  grain  supplier. 

During  the  good  years  the  Argentineans  never 
developed  the  habits  of  enterprise.  In  1962  the  man- 
ufactured exports  of  both  Brazil  and  Argentina  were 
a  pittance:  S39  million.  Today  Brazil's  arc  four  times 
greater  than  Argentina's.  At  present,  net  investment 
is  zero  in  Argentina.  Since  1979  per  capita  income 
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Argentinean  habits  of  overconsumption  did  not  change. 


has  fallen  by  16%,  returning  to  the  level  of  1966. 

When  It  could  no  longer  subsidize  the  high-living 
cities  with  farm  exports,  Argentina  borrowed  the 
money.  For  Argentina,  the  convenience  of  depending 
on  foreign  financing  lasted  until  the  early  1980s. 
Today  Argentina  owes  $50  billion  to  foreign  credi- 
tors. The  foreigners  now  lend  Argentina  only  enough 
to  make  interest  payments. 

The  glamour  of  Buenos  Aires  is  wearing  shabby. 
The  well-kept  subway  lines  still  use  the  wooden  cars 
installed  by  the  French  in  1904.  By  the  early  1980s 
Argentinean  wages  were  down  to  Korean  levels  (or, 
rather,  Korean  levels  were  up  to  Argentina's  levels). 
Even  with  low  food  prices,  17%  of  the  Argentinean 
people  now  are  living  on  government  food  doles. 

Draw  your  own  moral. — N.G. 


exchanges  build  on  both  ancient  mtertribal  trade  and  the 
extensive  systems,  involvnig  many  African  mtermedi- 
aries,  commanded  in  colonial  times  from  the  ports  by 
European  and  Arab  import-export  firms. 

Peru's  overvalued  exchange  rate  today  is  wiping  out  the 
country's  role  as  a  major  minerals  exporter.  Meanwhile,  it 
survives  in  the  world  economy  by  smuggling  coca  paste  to 
the  cocaine  trade,  which  brings  in  more  foreign  exchange 
than  petroleum,  its  biggest  official  export. 

In  Bolivia,  the  bulk  smuggling  trade  extends  to  a  wide 
range  of  products:  tin  concentrates  stolen  from-  national- 
ized mines,  coca  paste  from  the  jungle  valleys  of  the 
Chapare,  gasoline,  alpaca  wools  and  foreign  food  dona- 
tions. Most  passengers  on  Bolivia's  creaking  railroads  are 
the  honnif^a  ("ant")  smugglers  carrying  bundles  from  the 
border  towns  of  Peru,  Argentina,  Chile  and  Brazil. 

Maybe  the  saddest  thing  of  all  is  this:  While  the  contra- 
band trade  is  surprisingly  efficient  in  providing  con- 
sumer goods  (especially  if  it  circulates  part  of  the  proceeds 
from  export  smuggling  of  high-value  products  like  coca 
paste  or  gold  or  diamonds),  it  does  poorly  in  supplying 
technology  and  capital  goods  needed  to  keep  the  modern 
sector  of  a  country's  economy  running.  Dope  and  smug- 
gling help  keep  stomachs  filled  but  don't  help  with  the 
long-term  problem  of  jobs  and  production. 

In  this  threatening  climate,  with  the  Four  Horsemen 
threatening  to  ride  down  the  helpless  masses  of  so  many 
countries,  there's  lots  of  talk  in  the  media  about  corrup- 
tion. But  what  is  corruption?  It  is  a  market  of  favors, 
usually  official  favors.  The  more  government  control,  the 
more  government  dominance  of  the  economy,  the  greater 
the  opportunity  for  and  demand  for  the  buying  and  selling 
of  official  papers.  (With  a  totally  government-dominated 
economy,  the  Soviet  Union  looks  to  many  observers  as  the 
most  corrupt  society  in  the  world.)  In  places  where  people 
can't  live  from  production,  they  live  by  granting  and 
receiving  favors.  Most  Third  World  corruption  is  not  a 
mark  of  national  character  but  a  by-product  of  poverty  and 
socialism.  The  challenge  is  to  make  the  market  for  produc- 
tion more  important  than  the  market  for  favors. 

What  arc  the  chances  for  reversing  the  policies  that  have 
impoverished  so  much  of  the  world?  For  both  rich 
and  poor  countries,  two  important  develop- 
ments have  taken  place  recently  to  begin  cor- 
recting these  distortions. 

First,  governments  are  finding  it  harder  ^ 
to  subsidize  uneconomic  capacity. 
This  difficulty  is  behind  such  events 
as  last  fall's  collapse  of  the  London 
tin  market  and  this  year's  breakup 
and  privatization  of  the  moneylosing 
Japanese  National  Railways. 

Second,  rich  and  poor  governments 
are  adjusting  their  currency  exchange 
rates.  The  outstanding  example  is 
the  depreciation  of  the  dollar  since 
last  September.  But  even  more  dra- 
matic are  the  efforts  of  the  poorest 
nations  of  sub-Saharan  Africa  to  arrest 
their  economic  decline  with  radical  de- 
valuations prescribed  by  the  IMF  and  the 
World  Bank.  In  late  I98.S  Zambia  started 
auctioning  the  foreign  exchange  needed  for  ^ 
most  trade  transactions.  Within  three  weeks,  the  • 
value  of  the  kwacha  fell  by  two-thirds.  In  Zaire  the  effec 
tive  exchange  rate  fell  by  75%  after  the  zaire  was  floated. 


Guinea,  Ghana,  Gambia,  Madagascar  and  Mauritania  arc 
pursuing  similar  schemes. 

These  devaluations,  imposing  sacrifices  on  long-favored 
city  populations,  often  are  accompanied  by  increases  in 
producer  prices  to  farmers  aimed  at  generating  more  ex- 
ports and  more  self-sufficiency  in  food. 

These  new  policies,  while  essential,  will  be  hard  to  carry 
out.  Once  granted,  economic  goodies  are  hard  to  take  back. 
Democratic  or  autocratic,  socialistic  or  capitalistic,  gov- 
ernments cannot  redistribute  wealth  that  doesn't  exist. 

What  can  the  richer  countries  do?  They  can  back  the 
brave  efforts  of  those  developing  countries  that  take  the 
hard  necessary  steps.  But  the  capital  these  countries  need 
cannot  be  bestowed  as  a  gift  or  created  by  political  edict.  It 
can  be  raised  in  only  two  ways:  by  less  consumption  at 
home,  and  with  policies  that  attract  foreign  investment. 
This,  unfortunately,  means  even  lower  standards  of  liv- 
ing— but  that  is  happening  anyhow.  The  slide  can  be 
stopped  only  with  firm  political  determination.  Without 
it,  there  is  little  the  richer  countries  can  do  to  help  save  the 
poor  countries  from  the  Four  Horsemen.  ■ 


"If  we  must  denounce  the  uiyust 
origins  of  the  debt,  we  also  must 
accept  that  as  a  people  we  have 
not  had  sufficient  strength  or 
courage  to  change  the  future," 
admits  Peru's  President  Alan 
Garcia.  The  real  problem — as 
Garcia  well  knows — is  that  fewer 
than  10%  of  the  public-sector 
loans  to  Peru  in  1970-85  were 
invested  productively. 


Foreign  Exchange.  Rely  on  the 
efficiency  of  Germany's  leading  bank 


It  was  a  multi-nation  export  deal  of 
significant  size.  The  profit  margins  were 
slim  and  the  exporting  company  could 
not  afford  exposure  to  exchange  risk.  A 
sensitive  hedge  was  designed  involving 
forwards  and  tailored  options.  Finally, 
the  transaction  concluded  with  a  com- 
plex currency  swap  that  secured  the 
intended  profit.  Efficient  risk  manage- 
ment demanded  technique  and  inno- 
vation -  and  successfully  eliminated 
exchange  exposure  for  the  exporting 
company. 

The  fact  is,  Deutsche  Bank  is  a  world 
leader  in  foreign  exchange.  Our  clients 
have  come  to  rely  on  our  powerful  pres- 
ence in  important  foreign  exchange 
centers,  where  we  make  markets  in 
some  of  the  world's  most  important  cur- 
rencies. And  they  have  come  to  rely  on 
our  efficient,  flexible  service  -  because 
standing  behind  Germany's  leading 
bank  are  40,000  seasoned  banking  pro- 
fessionals. 

At  Deutsche  Bank  you  will  find  cap- 
able, efficient  people  experienced  in  the 


century-old  German  tradition  of  "Univer- 
sal Banking"  -  the  highly  practical  com- 
bination of  credit-based  commercial 
and  service-based  investment  banking. 
Rely  on  their  judgement  and  ability  in 
providing  you  with  a  totally  comprehen- 
sive range  of  financial  services. 

For  foreign  exchange  -  as  well  as 
other  investment  and  commercial  bank- 
ing services  -  consider  making  Ger- 
many's leading  bank  your  bank. 

Contact  the  Deutsche  Bank  nearest 
you. 


Deutsche  Bank  at  a  glance  (Dec  31 1985): 

•  Total  Assets  (in  bn  US$)  96  4 

•  Capital  &,  Reserves  (in  bn  US$)        3  8 

•  Branches  Worldwide  1 .410 

•  Employees  48,851 

•  Stockholders  245.000 

"The  leading  bank  in  Germany  -  a  world 
leader  in  international  finance  " 


Deutsche  Bank 


Hou)  many  southern  Californians  does  it 
take  to  make  a  vibrant  downtown  Los 
Angeles?  Fewer  than  it  used  to. 

Are  you  listening, 
Woody  Allen? 


Dnuiituu  ii  /  .\  .N  /m/^^o/  lixjjecl,  California  I'laza 
A  rival  to  Rockefeller  Center? 
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By  Ellen  Paris 

THE  TIME  HAS  COME  tO  rCWritC 
those  how-many-southcrn- 
Californians  -  docs  -  it  -  take  -  to- 
changc-a-light-bulb  jokes/  Los  Ange- 
les, long  a  clutch  of  jealous  suburbs 
linked  by  freeway,  is  changing.  Al- 
most overnight  the  Los  Angeles 
sprawl  has  developed  a  downtown,  a 
skyline,  a  center  of  gravity. 

As  recently  as  1972  downtown  Los 
Angeles  had  only  five  high-rise  build- 
ings. By  5  o'clock  the  few  Angclenos 
who  worked  downtown  were  back  on 
the  freeways.  Eating  out?  Theater- 
Dancing?  Not  downtown.  Aside  from 
the  bums  sleeping  in  Pershing  Square 
or  the  night-desk  crew  in  the  old  I.os 
A>tf>e/es  Times  building,  downtown  was 
deserted,  a  void. 

Today  Los  Angeles  has  a  skyline.  In 
the  30  square  blocks  of  the  central 
business  district  (bounded  on  the 
north  by  3rd  Street,  on  the  west  by  the 
Harbor  Freeway,  on  the  south  by  8th 
Street  and  on  the  east  by  Olive)  there 
are  now  about  45  buildings  with  23 
million  square  feet  among  them,  built 
at  a  cost  of  about  $2  billion.  Thanks  m 
part  to  the  slow-growth  attitudes  ot 
the  northern  Californians,  downtown 
L.A.  now  has  as  much  office  space  as 
downtown  San  Francisco. 

Following  the  office  space  is  resi- 
dential space.  Goldrich  &  Kest  and 
Shapell  Industries,  two  large  Califor- 
nia residential  developers,  have  just 
completed  the  531 -unit  Promenade 
Towers,  a  mixcd-use  high-rise  com- 
munity at  2nd  and  Figueroa.  The  de- 
velopers will  soon  break  ground  on 
the  972-unit  Grande  Promenade,  at 
3rd  and  Grand.  Predicts  G&.K  founder 
lona  Goldrich:  "I  think  downtown 
will  need  at  least  10,000  new  residen- 
tial units  by  1990." 

Was  Woody  Allen  wrong  when  he 
cracked  that  southern  California's 
only  contribution  to  culture  is  the 
free  right  turn  on  a  red  light?  Not 
wrong  exactly,  but  not  up  to  date, 
either.  As  it  nearly  always  has,  wealth 
eventually  breeds  culture.  In  Decem- 
ber the  long-awaited  Museum  of  Con- 
temporary Art  opens,  the  Los  Angeles 
Theatre  Center  recently  opened  on 
Spring  Street,  the  Bella  Lewitzky 
Dance  Gallery  is  scheduled  to  break 
ground  later  this  year  in  California 
Plaza.  And  the  Music  Center,  for 
years  downtown's  only  concession  to 
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he  arts,  is  planning  a  large  expansion. 
..ive  theater  and  galleries  have  sprung 
ip  recently  around  San  Pedro  Street, 
vhich  has  become  a  miniature  ver- 
lion  of  Manhattan's  Soho  loft  district. 

Downtown  even  has  a  five-star  res- 
aurant,  The  Rex,  which  operates 
rom  a  renovated  men's  clothmg  store 
md  where  you  have  to  book  ahead  for 
louvelle  cuisine  in  micro  portions  at 
nacro  prices. 

How  to  explain  downtown  Los  An- 
;eles'  new  buildings?  Credit,  to  a  large 
;xtent,  America's  gaping  trade  defi- 
;its.  Because  it  was  long  common 


wisdom  that  Los  Angeles  could  never 
have  a  real  downtown,  prime  down- 
town land  could  be  had  for  an  average 
of  $100  a  square  foot  in  1980  and 
1981,  around  half  the  rate  in  trendy 
areas  like  Century  City  and  West  Los 
Angeles.  At  the  same  time  many  for- 
eign companies,  Japan's  in  particular, 
began  looking  to  Los  Angeles  as  a  base 
for  their  growing  West  Coast  opera- 
tions and  a  place  to  reinvest  their 
mounting  trade  surpluses.  Downtown 
Los  Angeles  was  a  vacuum,  and  for- 
eign money,  much  of  it  earned  selling 
cars  and  gadgets  to  Americans,  flowed 


in.  Fully  29%  of  downtown  commer- 
cial buildings  are  owned  by  foreign- 
ers: 7.1%  by  Japanese,  6.8%  by  Brit- 
ish, 6.4%  by  Germans  and  Dutch,  an- 
other 5.5%  by  Canadians,  and  3%  by 
Mexican,  Hong  Kong  and  Singapore 
investors  combined. 

The  foreign  money  pushed  up 
prices — good  downtown  land  now 
commands  anywhere  from  $500  to 
$625  a  square  foot — and  that  attracted 
more  money,  most  noticeably  from 
the  Japanese.  A  Mitsubishi  subsidiary 
owns  49%  of  the  Bonaventure  hotel. 
Mitsui  Real  Estate  Sales  has  a  partial 


When  the  point  is  employee  benefit  plans, 
Lincoln  National  has  the  advantage. 
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nnovative  employee  benefit  plans 
MO,  PPO  and  flexible  benefits  are 
rt  of  a  new  era  in  healthcare  cost 
agement  from  Lincoln  National.  We 
r  these  opportunities  and  other  cost 
management  plans  to  businesses 
throughout  the  country.  Ask  your 
employee  benefits  representative  today. 
Lincoln  is  thinking . . . 
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Thomas  Edison,  in  his  inimitable 
fashion,  once  described  genius  as  99%  per- 
spiration and  1%  inspiration. 

To  that  elegant  equation  we'd  like  to 
add  an  additional  11%  of  that  elusive  qual- 
ity known  as  dedication. 

Because,  to  us,  it  is  dedication  that 
ultimately  separates  the  winners  from  the 
workers  and  the  dreamers. 

It  was  dedication  that 
pushed  us  to  make  financial 
consultancy  a  reality  for  our 
clients.  Dedication  to  contin- 
ually buck  the  cynics  of  Wall 
Street  who  now,  four  years 
later,  are  rushing  to  join 
the  ranks. 

They're  finding  out,  of 
course,  that  financial  consul- 
tancy  is  not  that  easy. 

It  takes  what  few  are  willing  to  invest, 
namely  111%;  and  what  most  are  notice- 
ably short  of,  namely  time. 

Those  who  live  in  the  world  of  111% 
do  it  as  a  matter  of  course.  It  is  simply  the 
only  way  they  know  how  to  do  business. 
Like  comn\itment,  it  cannot  be  taught  or 
legislated  or  willed  into  existence.  It  must 
come  from  the  depths  of  an  individual's  de- 
sire to  be  the  best.  Nothing  more.  Or  less. 

Nor  is  it  something  to  turn  on  or  off,  or 
a  laurel  to  be  rested  on  after  a  particular  ac- 
complishment. It  is  measured  by  perform- 
ing consistently  at  peak  time  and  time  again. 

In  the  past  year,  our  Mergers  & 
Acquisitions  bankers  participated  in  136 
transactions,  including  the  two 
largest  combinations  in  the  con- 
sumer packaged-goods  industry. 

Internationally,  the  firm  was 
selected  from  the  finest  in  the 
world  to  act  as  sole  lead  manager 
for  the  World  Bank.  Selected 
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to  do  three  major  transactions  with  the 
People's  Republic  of  China.  And  recently 
we  completed  the  opening  of  a  major  new 
operation  in  Tokyo. 

It  was  111%  that  made  possible  the 
managing  of  1,067  tax-exempt  financings 
last  year  in  our  Public  Finance  Division. 
And  the  managing  of  half  of  all  the  public 
finance  issues  in  the  first  quarter  of  1986. 

It  was  111%  that  kept  us 
standing  by  our  clients  in 
competitive  municipal  bond 
underwriting  even  on  The 
Day  The  Markets  Stood  Still 
in  March.  We  completed  the 
only  successful  deal  that  day, 
while  others,  stunned  and 
uncertain,  chose  to  back  off. 
Understandably,  we  ranked 
number  one  in  that  tough  first  quarter 
of  1986. 

It  is  the  dedication  of  our  Research 
Department  that  publicly,  in  a  televised 
message  in  January,  correctly  called 
the  direction  of  the  dollar,  the  stock  market, 
and  interest  rates.  A  fiscal  grand  slam  that 
has  proved  remarkably  prescient.  Their  list 
of  recommended  stocks  (since  tracking 
began  in  1979)  has  outperformed  the  S&P 
by  over  111%. 

We  are  now  in  the  unique  position  of 
offering  what  the  other  top  firms  can  only 
dream  of:  a  powerful  capital  base  support- 
ing the  three-legged  stool  of  broad  sophis- 
ticated distribution,  depth  in  trading,  and 
traditional  banking  expertise. 

  It  is  not  surprising,  then,  that 

we  have  become  the  firm  for  the 
serious  investor. 

Not  surprising  that  we  can't 
wait  to  get  to  work  every  morning. 

And  not  surprising  that  peo- 
ple are  calling  this  decade  ours. 


Member  SIPC 
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interest  in  the  old  Oviatt  building  on 
Olive  Street.  Mitsui  Fudosan  U.S.A.,  a 
major  Japanese  developer,  owns  one 
of  the  best  downtov^^n  development 
sites,  at  Wilshire  and  Figueroa.  Two 
large  Japanese  contractors,  Taisei  and 
Takenaka,  recently  bought  large  8th 
Street  parcels. 

"One  trend  that  we  will  see  con- 
tinuing is  large  Japanese  insurance 
companies  forming  partnerships  with 
large  U.S.  insurance  companies,  and 
each  buying  50%  interests  in  com- 
pletely rented  buildings,"  says  Thom- 
as Miller  of  the  Los  Angeles  office  of 
Jones  Lang  &.  Wootton,  an  interna- 
tional real  estate  consulting  firm. 

After  the  boom  usually  comes  the 
glut.  Los  Angeles  is  no  exception.  The 


downtown  vacancy  rate  is  running 
around  17% — including  space  avail- 
able for  sublease — compared  with 
about  8%  in  New  York  or  13%  in  San 
Francisco.  Over  3.8  million  square 
feet  is  now  looking  for  tenants,  yet 
the  net  absorption  in  1985  was  just 
873,522  square  feet.  An  additional  5 
million  sqliare  feet  is  scheduled  to  be 
built  downtown  by  1990. 

"We  originally  expected  rents  of 
$35  a  [square)  foot,"  says  Bill  Hatch  of 
Metropolitan  Structures,  a  partner  on 
the  11 -acre,  $1.2  billion  mixed-use 
California  Plaza  on  Grand  Avenue. 
The  project's  first  tower  was  complet- 
ed in  September  and  is  only  about 
45%  filled,  at  rates  of  about  $24  to  $26 
per  square  foot.  Around  town,  tenant 


concessions — up  to  a  year's  free  rent, 
generous  tenant  improvements — 
have  become  the  rule. 

But  if  the  past  is  a  guide,  the  glut 
eventually  will  vanish.  Last  Novem- 
ber Citicorp  moved  392  employees 
into  its  new  West  Coast  headquarters, 
the  4 1  -story  Citicorp  Center  on  Figue- 
roa Street.  Chase  Manhattan  will  be 
the  primary  tenant  in  Chase  Plaza, 
just  completed  on  8th  and  Grand. 
Manufacturers  Hanover  wants  to  go 
in  with  Mitsui  Fudosan  on  an 
866,000-square-foot  building  at  the 
comer  of  Wilshire  and  Figueroa. 

"The  growth  of  our  office  from  45 
to  100  people  in  just  a  year  is  a  reflec- 
tion of  what's  happened  here,"  says 
William  Kahane,  vice  president  of  real 
estate  at  Morgan  Stanley,  which  es- 
tablished a  downtown  office  last  year. 
"We  didn't  even  consider  any  other 
location,"  says  Kenneth  Holmes, 
managing  partner  of  New  York  City- 
based  law  firm  Dewey  Ballantine.  "It 
was  necessary  to  be  in  downtown  be- 
cause of  the  fmancial  contacts." 

Could  this  be  future  Los  Angeles?  A 
downtown  as  bustling  at  10  p.m.  as 
Manhattan,  London,  Tokyo,  Hong 
Kong  or  Chicago? 

Many  will  tell  you  it's  happening. 
Charles  Lande  of  Westgroup,  a  devel- 
opment company  that  owns  and  is 
refurbishing,  for  $40  million,  down- 
town's Biltmore  Hotel,  thinks  a  criti- 
cal mass  now  has  been  reached.  "The 
influx  of  people  from  other  major  cit- 
ies will  probably  propel  the  down- 
town residential  growth,"  he  says. 
"These  people  are  true  urbanites  and 
used  to  working  and  living  in  a  down- 
town environment." 

Bruce  Barrett  is  an  example  of  what 
Lande  means.  Three  years  ago  Barrett, 
31,  left  New  York  to  help  run  his 
family's  restaurant  in  Santa  Monica. 
He  lived  the  fantasy — an  oceanfront 
apartment  in  Venice.  Last  November 
Barrett  moved  into  a  one-bedroom 
apartment  in  the  Promenade  Towers, 
where,  for  $750  a  month,  he  has  a 
large  terrace  and  access  to  a  health 
club,  pool,  market,  dry  cleaner  and 
frozen  yogurt  shop,  all  in  the  building. 
He  jogs  around  the  Music  Center,  eats 
in  neighboring  Little  Tokyo  or  China- 
town, and  parties  in  new  downtown 
clubs  like  Vertigo.  Says  Barrett:  "I 
would  recommend  downtown  L.A. 
living  to  an  East  Coast  person.  There 
is  sophistication  here." 

Angelenos  used  to  think  of  distance 
not  spatially  but  temporally:  How 
long  does  it  take  to  drive  there?  The 
pedestrian  was  a  rare  species,  an  ec- 
centric almost.  Looks  like  the  comics 
will  have  to  devise  a  whole  new  set  of 
Los  Angeles  jokes.  ■ 


"It  was  dying" 


In  perhaps  no  other  American 
community  has  the  recycling  of 
Japan's  trade  surpluses  had  such  a 
positive  impact  as  on  Little  Tokyo, 
the  hundred-year-old  Japanese 
community  in  the  shadow  of  Los 
Angeles'  City  Hall.  Aging  brick 
buildings  and  urban  blight  are 
making  way  for  shopping  centers, 
hotels  and  restaurants,  much  of  it 
financed  from  Japan. 

For  example,  California  First 
Bank,  owned  by  the  Bank  of  Tokyo, 
last  year  put  up  a  60,000-square- 
foot  office  building.  Last  fall  Yao- 
han,  a  Japanese  retailer,  opened  a 
department  store  and  supermarket. 
The  448-room  New  Otani  Hotel  is 
Japanese-owned.  Rumored:  a  $300 
million  hotel-condo-office-retail- 
convention-center  complex,  with  a 
lot  of  Japanese  financing. 

Little  Tokyo  dates  to  1885,  when 
an  ex-seaman  named  Kame  opened 
a  restaurant  in  the  area.  Japanese 
farmers  from  outlying  areas  sold 
produce  and  celebrated  holidays  in 
the  vibrant  neighborhood  in  the 
Twenties  and  Thirties.  But  Little 
Tokyo  never  recovered  from  Japa- 
nese internment  camps  of  World 
War  II. 

Even  today  only  about  1,000 — 
mostly  elderly — Japanese  live  in 
Little  Tokyo,  largely  in  subsidized 
housing.  Much  of  Little  Tokyo's 
new  vibrancy  derives  from  the 
waves  of  Japanese  tourists  who 
slurp  noodle  dishes  at  the  Weller 
Court  shopping  arcade,  and  snap 
up  designer  handbags  and  scarves 
at  the  New  Otani's  boutiques.  "We 
cater  to  Japanese  tourists,"  smiles 
U.S.  Gift  Shop  owner  Hiroko  To- 


LA.  's  Liltle  Tukyu 
Remade  by  Japan. 


mita,  pointing  to  a  glass  case  of  X- 
rated  videocassettes. 

Little  Tokyo's  promoters  hope 
the  next  step  will  be  residential 
development.  A  $19  million  con- 
dominium complex  sold  out  before 
completion  last  summer.  As  land 
prices  have  tripled  over  the  last  ten 
years,  to  as  much  as  $150  a  square 
foot,  some  resentment  has  sur- 
faced. "The  developers,"  gripes  Mo 
Nishida,  49,  who  works  for  a  small 
electrical  contractor,  "just  want  to 
throw  out  the  little  guys  and  create 
a  gentrified  playground  for  the  su- 
perrich  of  the  Pacific  Basin."  But 
most  probably  agree  with  longtime 
resident  Kango  Kunitsugu,  62:  "It 
[Little  Tokyo[  was  dying.  If  they 
want  that  old  nostalgic  stuff  back, 
they're  sick." — Marc  Beauchamp 


I  in 


Numbers  Game 


7??^  accountants  dont  make  it  easy  to  tell 
what  an  oil  company  is  worth.  But  with  a 
lot  of  sweat  and  ingenuity,  you  can  draw 
your  own  conclusions. 


Drilling  for 
information 


By  Laura  Saunders 

WITH  OIL  SO  CHEAP,  somc  in- 
vestors are  beginning  to  won- 
der if  the  market  pendulum 
las  swung  the  oil  stocks  too  far  to  the 
depressive  side — just  as  it  swung 
:hem  too  far  into  manic  territory 
when  everyone  thought  oil  prices 
:ould  only  go  up.  That  there  are  prob- 
ibly  dozens  of  severely  undervalued 
Dil  stocks  out  there  is  the  good  news, 
rhe  bad  news?  That  given  the  current 
Jtate  of  oil  and  gas  accounting,  it  is 
exceedingly  difficult  for  investors  to 
;ind  them.  Warns  Richard  Howard, 
A^ho  picks  stocks  for  T.  Rowe  Price's 
Mew  Era  fund,  "The  layman  has  got  to 
recognize  that  it's  very  easy  to  manip- 
jlate  [oil  company]  earnings." 

Take  Louisiana  Land  Explora- 
:ion.  Its  1985  annual  report  says 
shareholders  own  some  $1  billion 
•vorth  of  petroleum  assets,  mostly  oil 
md  gas  reserves,  at  the  historical  cost 
less  depreciation)  of  finding  the  re- 
serves. That's  about  $40  a  share,  com- 
3ared  with  LLE's  recent  market  price 
Df  26 '/i.  Yet  the  asset  figure  is  mean- 
ngless.  Why?  Because  it  may  mix  oil 
:ound  in  1972  with  oil  found  in  1982 
md  aggregate  reserves  that  can  be 
Drofitably  pumped  at  $5  a  barrel  with 
reserves  so  inaccessible  they  are  eco- 
lomically  recoverable  only  at  $20  a 
aarrel. 

It  gets  worse.  Remember  the  great 
debate  over  full-cost  and  successful- 
:fforts  accounting  (Forbes,  May  79)? 
Under  the  successful-efforts  method, 
m  oil  company  can  capitalize  only 
the  portion  of  its  exploration  ex- 
senses  that  actually  finds  oil.  Using 
rull-cost,  however,  a  company  can 
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capitalize  its  entire  exploration  bud- 
get as  an  asset,  and  expense  none  of  it, 
whether  or  not  it  finds  oil.  Companies 
can  choose  either  system. 

Says  T.  Rowe  Price's  Howard  of  the 
full-cost  method:  "It  lets  them  call  a 
dry  hole  an  asset,  and  as  far  as  I'm 
concerned,  any  company  that  uses 
full-cost  accounting  is  guilty  until 
proven  innocent." 

The  warning  is  apt.  Last  year  Noble 
Affiliates  lost  $1  million,  while  Pogo 
Producing,  a  similar-size  outfit,  lost 
$82  million.  The  difference?  Pogo 
uses  full-cost,  meaning  it  had  been 
capitalizing  dry-hole  costs  and  ended 
up  with  higher  cost  reserves.  In  the 
first  quarter  of  1 985,  Pogo  lost  another 
$46  million,  while  Noble  earned  $2 
million.  It's  quite  simple:  Pogo  was 
overstating  true  earnings  in  the  past 
and  now  is  paying  the  penalty. 

The  point  is:  As  long  as  oil  compa- 
nies are  allowed  to  choose  between 
two  fundamentally  different  account- 
ing systems,  unwary  investors  are 
bound  to  be  misled. 

Back  in  the  early  1 980s  th^  Securi- 


ties Si  Exchange  Commission  tried  to 
force  the  oil  companies  to  use  some- 
thing called  Reserve  Recognition  Ac- 
counting in  determining  balance 
sheet  reserve  values  (Forbes,  Apr.  27, 
1981].  When  many  companies  and  ac- 
countants objected,  the  SEC  compro- 
mised by  requiring  that  similar  infor- 
mation be  disclosed  as  supplemental 
information.  It  usually  appears  in  a 
table  in  the  back  of  the  annual  report 
and  is  referred  to  as  the  "standardized 
measure"  or  "SEC  number." 

The  SEC  number  is  a  good  start 
toward  understanding  what  an  oil 
company  is  really  worth.  In  essence,  it 
reflects  not  only  what  a  company  can 
get  for  its  reserves  but  also  what  it 
would  cost  the  company  to  get  the 
reserves  out  of  the  ground.  "When  the 
smoke  clears,  that's  what  most  oil 
and  gas  analysis  is  doing  anyway," 
says  Richard  Lydecker,  senior  vice 
president  of  Conquest  Exploration 
and  an  oil  accounting  expert. 

There's  one  little  problem:  Because 
SEC  numbers  are  figured  only  once  a 
year,  they  are  of  little  help  whenever 
oil  prices  are  fluctuating.  Most  com- 
panies' most  recent  SEC  numbers 
were  calculated  with  oil  at  $27.50, 
nearly  double  its  current  price.  One 
expert  we  know  recently  recalculated 
them.  According  to  him.  Noble  Affil- 
iates' true  net  worth  might  be  as 
much  as  $200  million  greater  than  the 
$300  million  stated  in  its  1985  annu- 
al. Pogo  Producing's  true  value,  he 
contends,  might  be  closer  to  zero. 

For  the  SEC  to  require  that  the  com- 
panies update  and  disclose  their  SEC 
numbers  quarterly  would  be  prohibi- 
tively expensive.  Companies  could, 
however,  easily  revise  their  year-end 
figures  to  reflect,  quarterly,  changes 
in  prices.  Says  Frank  Murray,  an  oil 
industry  investment  banker  from  Dil- 
lon, Read,  "There  would  be  some  dis- 
tortions, but  I  would  much  rather 
work  with  this  revised  figure  than 
without  it." 

Investors  determined  to  identify 
sound  oil  and  gas  companies  are  not 
entirely  out  of  luck.  Industry  experts 
often  calculate  something  called  the 
Exploration  Efficiency  Ratio  (EER)  to 
get  a  rough  handle  on  how  good  a 
company  is  at  doing  what  oilmen  are 
supposed  to  do — finding  oil  and  gas. 
Here's  how  EER  works: 

First,  find  the  "costs  incurred"  fig- 
ures in  the  supplemental  oil  informa- 
tion section  of  the  most  recent  annual 
report.  For  Noble  Affiliates,  "costs  in- 
curred" for  the  period  1983-85  were 
$335  million.  This  is  how  much  mon- 
ey management  actually  spent  during 
that  time  to  find  oil  and  gas.  From  this 
figure,  subtract  what  the  company 
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Taxing  Matters 


Tax  reform  will  definitely  hit  real  estate 
values,  says  this  expert,  but  some  properties 
will  fare  worse  than  others. 

The  end 
of  an  era 


paid  to  acquire  proved  reserves — 
nothing  in  Noble's  case.  (Most  ana- 
lysts suggest  using  a  long  time  period, 
at  least  three  years,  wrhen  calculating 
EER,  to  even  out  bumps. 1 

Next  step:  Find  the  supplemental 
table  typically  called  "Changes  in  the 
Standardized  Measure."  One  entry  is 
usually  labeled  "Extensions  and  Dis- 
coveries" and  gives  the  pretax  present 
value  of  oil  and  gas  that  the  company 
finds  each  year. 

Now  divide  the  value  of  newr  re- 
serves found  by  the  cost  of  finding 
them.  Result:  the  EER,  or  how  many 
dollars  of  new  oil  was  found  for  every 
dollar  spent.  During  1983-85  Noble 
spent  S335  million  to  find  S468  mil- 
lion worth  of  oil,  an  EER  of  1.4  to  1. 

Is  that  good?  According  to  Dillon, 
Read's  Frank  Murray,  very  few  com- 
panies can  boast  EERs  as  high  as  1.75 
to  1,  while  an  EER  of  1  to  1  is  the 
"bare  minimum"  acceptable.  That 
does  not  speak  well  of  Boone  Pickens. 
Even  using  the  most  generous  as- 
sumptions, Mesa  Petroleum's  EER  for 
1983-85  works  out  to  0.9  to  1.  Penn- 
zoil's  ratio  for  the  same  period  comes 
to  0.8  to  1. 

These  EER  figures  may  help  explain 
why  Mesa's  Pickens  explored  for  his 
oil  on  Wall  Street  and  why  Pennzoil's 
Hugh  Liedtke  went  after  his  in  a 
Houston  courtroom.  ■ 


By  Laura  Saunders 

AN  IRRESISTIBLE  FORCE,  tax  re- 
form, is  about  to  strike  an  im- 
i  movable  object,  real  estate. 
Who  gets  killed?  What  should  real 
estate  investors  do?  For  some  an- 
swers, Forbes  recently  talked  with 
Warren  Shine,  a  principal  in  the  Big 
Eight  accounting  firm  Ernst  &  Whin- 


ney  and  one  of  the  country's  leading 
real  estate  shelter  experts. 
Sbirie.  We're  seeing  the  end  of  an  era. 
From  1978,  when  the  IRS  shut  down 
the  so-called  exotic  tax  shelters,  until 
now,  real  estate  has  truly  been  the 
king  of  tax  shelters,  not  only  for  up- 
per-bracket investors  but  for  the  mid- 
dle class  as  well.  Unfortunately,  the 
most  aggressive  promoters  tortured 
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Ernst  &  Vi bi)iucy  pr!>ici[Hil  Wciiroi  Shine 

The  good  will  get  better,  and  the  bad  will  get  worse. 


the  structure  by  building  up  more  and 
more  leverage,  charging  bigger  front- 
end  loads  and  pushing  valuations  to 
their  outer  limits — exactly  as  they  did 
with  the  exotic  shelters.  The  current 
tax  reform  proposals  call  a  halt  to 
everything. 

WfMt  does  this  mean  for  commercial  real 
estate!' 

Shine:  Values  have  already  dropped 
some  in  the  last  year,  reflecting  low^er 
returns  relative  to  those  in  the  capital 
markets.  Next  I  think  we  will  see  a 
gulf  open  up.  Prime  properties  with 
good  rent  rolls  will  become  more 
valuable  because  of  the  income  they 
throw  off.  Distressed  properties — in 
overbuilt  markets,  where  the  tax  shel- 
ter was  the  main  benefit — will  be- 
come even  more  distressed,  and  buy- 
ers will  have  tremendous  clout. 

W)at  does  that  portend for  all  those  limit- 
ed partnerships  out  there? 
Shine:  Limited  partners  might  have  to 
ante  up  more  money,  and  the  general 
partner  might  have  to  drop  fees.  One 
possibility:  Current  owners  might 
wait  for  lower  tax  rates  in  1988  to 
avoid  lots  of  recapture,  then  sell  a 
distressed  property. 


But  with  a  lot  of  distressed  property  com- 
ing on  the  market,  how  can  the  partners 
unload? 

Shine:  Maybe  finance  a  below-market 
loan  [on  the  property]  themselves. 
That  way  they  could  avoid  carrying 
the  losses  indefinitely.  But  I  don't 
think  people  will  simply  walk  in  mas- 
sive numbers. 

Back  to  basics  for  a  minute.  How  will  tax 
reform,  if  it  passes,  do  all  these  terrible 
things  to  real  estate? 

Shine:  First,  by  lengthening  deprecia- 
tion on  newly  built  and  newly  ac- 
quired properties  from  19  to  about  30 
years.  The  less  depreciation  you're  al- 
lowed to  take,  the  lower  your  cash 
flow  is. 

Second,  by  lowering  tax  rates  and 
eliminating  the  advantage  of  the  capi- 
tal gains  exclusion.  Even  if  a  capital 
gains  exclusion  remains,  its  advan- 
tage will  be  far  less  significant  as  ordi- 
nary income  rates  fall.  Investors  will 
look  more  toward  current  income. 

Third,  when  you  beef  up  the  alter- 
native minimum  tax  on  corporations, 
realty  becomes  less  valuable  as  a  tax 
shelter. 

Fourth — and  by  far  most  impor- 
tant— by  eliminating  passive  losses 


for  individuals.  Subchapter  S  corpora- 
tions and  professional  corporations. 
In  effect,  these  reform  provisions 
would  allow  a  taxpayer  to  include 
losses  from  shelters  only  to  the  extent 
that  they  can  be  offset  by  income 
from  shelters.  I  call  this  Big  Bertha. 

Who  stands  to  get  hurt? 
Shine:  Anybody  with  a  limited  part- 
nership that  is  throwing  off  tax  losses. 
Typically  these  are  private  deals 
where  the  investor  pays  in  over  sever- 
al years  and  gets  tax  losses  for  seven 
to  ten  years.  Yet  the  transition  rules 
are  set  to  be  phased  in  over  four  years. 
You're  allowed  only  65%  of  your 
losses  in  1987,  40%  in  1988,  20%  in 
1989  and  10%  in  1990— even  less  if 
the  deal  is  highly  leveraged.  And  be- 
cause of  the  stiffer  alternative  mini- 
mum tax,  you  may  not  even  get  the 
full  benefit  of  the  transition  rules. 

.So  the  shelter  crowd  is  out  in  the  rain. 
What  about  homeowners? 
Shine:  With  lower  tax  rates,  the  value 
of  their  mortgage  interest  deductions 
is  diminished,  but  that  won't  keep 
anybody  from  buying  a  house.  Also, 
taxpayers  with  (adjusted  gross]  in- 
comes of  $100,000  or  less  are  allowed 
up  to  $25,000  of  losses  if  they  "active- 
ly manage"  a  property.  That  allowed 
loss  diminishes  as  income  rises,  until 
it  disappears  at  $150,000.  This  should 
take  care  of  many  people  with  a  third 
or  even  fourth  home. 

Will  these  reform  proposals  actually  pass? 
Shine:  Probably.  The  House  and  Sen- 
ate versions  of  the  bill  are  not  very  far 
apart.  The  only  major  difference  is 
that  the  passive  loss  provision  is  not 
in  the  House  bill.  But  several  House 
Ways  and  Means  Committee  mem- 
bers have  publicly  said  they  like  the 
Senate  real  estate  provisions  better 
than  their  own. 

Where  will  all  that  money  go  now  that 
used  to  shelter-  in  realty? 
Shine:  That's  the  big  question.  The 
stock  market  has  been  in  a  twilight 
zone  for  several  months  now.  Yields 
on  debt  offer  low  returns.  With  oil 
and  gas,  the  end  of  the  world  is  not 
going  to  last  forever,  but  nobody  is 
interested.  That's  why  I  think  that, 
given  low  fees  and  near-term  cash 
flow,  income-producing  real  estate 
should  fare  well.  Another  growth  area 
is  partnerships  that  acquire  land. 
They  never  relied  on  tax  benefits 
anyway.  I  would  be  very  careful, 
however,  and  I  would  not  make  any 
commitments  where  tax  benefits  are 
involved  until  after  the  conference 
committee  is  over.  ■ 
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AN  INVESTMENT  IN  THE  FUTURE 
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ndamental  changes  are  taking 
ice  in  the  structure  of  the  Australian 
Dnomy  -  and  they  augur  well  for  the 
jre  of  this  vast  country  down  under, 
me  of  the  changes  have  made  the 
adiines,  such  as  the  deregulation  of 
I  manufacturing  and  finance  indus- 
!S  and  the  introduction  of  1 6  new 
nks  in  one  stroke.  Some  are  less 
sctacular,  but  may  be  more  signifi- 
nt  as  straws  in  the  wind  of  change, 
-or  example,  the  tourist  industry 
3  not  been  very  highly  regarded  in  a 
untry  where  the  wealthy  rural  land- 
ners  are  called  a  "squattocracy,"  af- 
the  squatters,  the  original  settlers 
Crown  land.  They  formed  the  original 
Jtablishment,"  and  their  values 
minated  an  Australia  long  consid- 
;d  an  agricultural  economy.  But  in 
!  same  year  that  saw  the  traditional 
gemony  of  the  Big  Four  banks  bro- 
T  by  deregulation,  the  tourist  industry, 
4.2%  of  gross  domestic  product, 
came  larger  than  agriculture's  4%. 
e  end  result  of  this  restructuring, 
lether  it  is  government-induced  or 
cause  of  changes  in  market  and 


social  patterns,  could  lead  to 
an  exciting  period  of  consistent 
strength  in  Australia,  beginning  some 
time  in  the  early  1990s. 

Australia  at  the  turn  of  this  century 
had  the  highest  standard  of  living  in  the 
world  -  its  GDP  per  capita  was  also 
the  highest.  It  is  currently  ranked  twenty- 
first.  Many  people  believe  that  the  tur- 
bulent activity  of  the  last  few  years  is 
establishing  the  base  for  Australia's 
move  up  the  GDP  per  capita  ladder. 
And  they  point  to  the  vital  geographic 
and  other  influences  that  will  have  a 
direct  effect  on  the  economy  and  on 
investment, 

Australia  is  no  longer  an  extension 
of  the  European  and  North  American 
economies.  The  patterns  of  foreign 
enterprise  investment  reflect  the 
change:  In  1985,  the  United  States 
supplied  23%,  down  from  42%  in  1975. 
Western  Europe  remained  relatively 
constant  at  31  %,  compared  with  35%  in 
1975,  But  the  big  increase  came  from 
the  Asia-Pacific  region,  which  contrib- 
uted 44%  last  year  against  only  21  %  a 
decade  ago. 

These  figures  show  Australia  rapid- 
ly becoming  an  integrated  part  of  the 
Asia-Pacific  region.  This  fastest- 


growing  economic  area  in 
the  world  is  expected  to  have 
a  larger  GDP  than  Western  Europe 
by  1 995  -  and  perhaps  greater  than 
the  North  American  continent  by  the 
end  of  the  century.  Investors  overseas 
are  now  beginning  to  look  on  Australia 
as  a  major  opportunity  for  the  long 
term,  accepting  that  there  may  be  some 
short-term  problems  as  the  country 
and  its  economy  restructure  to  meet  the 
challenges  of  the  future. 


Significant  Trends  in 
Australian  Economic  Activity 

The  deregulation  of  the  finance  and 
manufacturing  industries  shows  a  self- 
reliance  that  has  not  always  been  evi- 
dent in  Australia,  In  fact,  when  the  coun- 
try was  developing  its  resources  and 
its  resource-based  economy,  the  tradi- 
tional way  was  to  set  up  a  consortium 
of  foreign  investors  to  put  it  together. 
This  has  all  changed. 

Takeover  fever  has  hit  Australia  in  a 
big  way,  with  the  unusual  result  that  a 
sort  of  folk-hero  status  is  being  grant- 
ed to  the  high-profile  entrepreneurs  like 
Alan  Bond,  of  America's  Cup  fame. 
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and  Robert  Holmes  a  Court,  who  is  still 
trying  to  take  over  BHP,  Australia's 
biggest  connpany.  They  are  the  kind  of 
people  who,  depending  on  your  point 
of  view,  are  either  shaking  up  the  mono- 
lithic institutions  of  the  country  or  act- 
ing like  bandits.  But  there  is  no  argu- 
ment that  one  result  of  takeover  fever 
is  to  bring  into  question  the  traditional 
relationship  between  management 
and  shareholders. 

In  a  headlined  struggle,  Moage 
Limited,  a  small  oil  company  with  explo- 


ration and  production  interests  in  the 
United  States,  ousted  the  entire  board  of 
Claremont  Petroleum,  a  much  larger 
company,  from  a  minority  position. 
Claremont's  new  chairman,  Grant 
Jagelman,  acknowledges  the  changes 
in  attitudes  toward  traditional  authority. 
"Australian  investors  no  longer  ac- 
cept what  management  does  as  being 
beyond  question.  Management  can 
no  longer  remain  ensconced  where 
they  do  not  have  to  consider  their 
shareholders." 


Gold  $99/o. 


Right  now,  there's  a  gold  boom 
occurring  in  Austraha. 

In  1981,  total  production  was 
a  mere  18  tonnes.  But  this  year,  it  will 
exceed  80  tonnes. 

And  what  makes  it  profitable  for 
investors  is  that  figures  like  the  one  above, 
are  a  common  example  of  the  extremely 
low  operating  costs  being  achieved  by 
Australian  gold  producers. 

The  market  is  ripe  for  profitable 
investment,  but  the  challenge  lies  in 
knowing  which  mine  is  producing  what 
output,  at  what  cost. 

It's  all  contained  in  the  authoritative 
analysis,  titled  "The  Australian  Precious 
Metals  Review'.'  A  264  page  volume 
published  by  J.B.Were  &  Son,  that  will 
cost  you  a  reasonable  US$125. 


A  small  investment  considering  the 
potential  rewards. 

To  secure  your  copy,  phone 
J.B.Were  now,  24  hours  a  day,  7  days  a  week, 
and  charge  your  Amex/ Diners/ 
MasterCard/ Visa,  and  the  Australian 
Precious  Metals  Review  will  be 
forwarded  to  you  within  the  next  few  days. 


This  sense  of  accountability  has 
also  moved  into  the  traditionally  intrac 
table  Australian  labor  scene.  Australia 
hit  a  record  of  some  2,500  strikes  in 
1980-1981.  The  attitudes  of  labor 
leaders  show  a  tone  of  maturity  and  cor 
ciliation  unparalleled  in  recent  Austra 
lian  business  history  -  and  the  numbe 
of  strikes  has  been  reduced  every 
year  since  the  early  1 980s.  The  contini 
ation  of  the  Wage  Accord,  a  concen 
sus  of  government,  business  and  labc 
largely  credited  for  the  dynamism  of 
the  economy,  is  a  hopeful  sign  of  a  lonq 
term  period  of  industrial  cooperation 
and  prosperity.  And,  in  an  unusual  acti\ 
ity,  the  employers  and  government 
are  fighting  back  against  the  old,  en- 
trenched tactics  of  hard-line  unions. 
In  a  landmark  case  in  the  Northern  Terr 
tories,  an  American  investor  success- 
fully sued  the  union  over  strike  action 
and  won  over  $2  million  in  damages. 

These  signs  of  change  point  to  a 
more  rational  and  positive  approach  t^ 
business  relationships,  and  it  is 
hoped  they  will  set  the  pattern  for  the 
future. 


The  New  Entrepreneurs 
Make  the  Headlines  -  and 
the  Running 

The  United  States  has  seen  a  resur- 
gence of  the  small  business  in  the  las' 
few  years,  and  the  vast  majority  of  its 
new  jobs  have  been  in  that  sector.  Tht 
same  pattern  is  emerging  in  Australia 
with  the  smaller  companies  in  general 


Facts  About  Australia 

Land  area:  7.68  million  sq.  km. 

Population:  15.7  million,  with 
annual  growth  rate  of  1 .25% 

Next  election:  1987 

GDP:  198^1985  est  A$207,000 
million 

Per  capita  GDP:  1984-1985  est. 
A$1 3,407 

Economic  growth  rate: 

1984-1985  4.9% 

Inflation:  1985-1986  est.  8% 

Budget  outlays:  1985-86  est 
A$69,100  million 

Social  Security  &  Welfare  28.4% 

Health   9.6% 

Defense   9.5% 

Capital  Spending   7.3% 

Education   7.1% 


CaU  JRWfere  Australia  on 011-61-3-87840U 


WHILE  YOU'RE  READING  THIS  MAGAZINE, 
ONE  OF  THE  WORLD'S  MOST  PROFITABLE  RESOURCE 
COMPANIES  IS  HARD  AT  WORK  IN  NORTH  AFRICA. 


^BHP 

Australia's  International  Resources  Enterprise 


We're  drilling  for  oil  from  Tunisia  to  the  South  China  Sea  and  produce  over  30%  of  Australia's  oil 
needs.  We're  mining  gold  in  New  Guinea,  coal  in  New  Mexico  and  worldwide  we're  acquiring  new  mineral  and 
energy  reserves  faster  than  we're  depleting  existing  ones.  We're  one  of  the  world's  most  efficient  integrated 
steel  makers. 

Sales  for  the  nine  months  ended  February  1986  exceeded  US$4.5  billion,  with  profit  up  60%. 
Gross  assets  approximate  US$10  billion. 

To  learn  more,  phone  or  write  to  Denys  Harraway,  The  Broken  Hill  Proprietary  Company, 
550  California  Street,  San  Francisco,  California.  94104.  Tel:  (415)  774  2288. 
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in  the  widely  diverse  industries  of 
computer  software,  tiigh-tech  nnanufac- 
ture,  leisure,  tourism  and  services. 

As  Australia  continues  to  cash  in  on 
its  image  of  a  having  a  laid  -back  culture, 
new  opportunities  will  arise  in  the  ex- 
panding tourist  industry.  Two  positive 
changes  here  will  be  the  deregulation 
of  the  labor  market  as  it  applies  to  the 
smaller  business,  and  the  relaxing  of 
the  restricted  retail  opening  hours.  Both 
of  these  measures  are  seen  as  neces- 
sary to  boost  youth  employment,  partic- 
ularly in  the  service  sector,  where  a 
high  minimum  wage  to  an  unskilled  18- 
year-old  is  seen  as  stifling  opportuni- 
ties for  expanding  employment. 


Australia  and  the  Asia- 
Pacific  Region 

Australian  involvement  with  its  imme- 
diate geographic  region  has  been  in- 
creasing dramatically  over  the  past 
30  years.  The  western  Pacific  basin  is 
the  world's  fastest-growing  region, 
and  Australia  is  progressively  integrat- 
ing its  trade  with  it. 

At  the  beginning  of  the  century,  as 
the  chart  shows,  less  than  6%  of  Austra- 


lia's exports  were  made  to  the  Asia- 
Pacific  region.  Today,  the  level  is  55% 
and  moving  to  65%  or  70%  by  the  end  of 
the  century,  according  to  Phil  Ruth- 
ven,  founder  and  director  of  the  IBIS 
Group  (now  part  of  Deloitte  Haskins  & 
Sells),  a  research  operation  that  is  high- 
ly regarded  for  its  economic  analysis 
and  projections. 

Ruthven  is  bullish  on  Australia's 
"Asian"  future  "Australia  has  a  great 
advantage  in  Asia,  with  easy  access 
to  its  markets,  and  in  being  seen  as  a 
neutral  culture,  nonthreatening  and 
friendly,"  Ruthven  says.  "And  Australia 
has  the  low-  and  medium-tech  exper- 
tise appropriate  for  the  developing 
economies  of  the  Asian  Pacific,  and  it 
has  the  commodities  these  countries 
will  need  as  they  industrialize."  And 
the  concensus  is  growing  that  the  closer 
integration  of  Australia  with  the  coun- 
tries of  the  western  Pacific,  both  eco- 
nomically and  culturally,  can  be  only  a 
good  thing  for  the  long  term. 


Conclusion 

Australia  is  a  small  economy  -  only 
1  %  of  world  GDP  -  but  in  many  ways  it  is 


the  last  frontier  And  situated  on  the 
edgeofthe fastest-growing  region  inth 
world,  it  has  the  potential  to  outstrip  itj 
already  successful  growth  pattern  of 
1 5%  over  the  last  two  and  a  half  year^ 
although  there  may  be  some  false  star 
before  the  real  action  begins. 

All  signs  are  that  we  are  set  for  a 
major  turnaround  in  the  1990s,  accom 
ing  to  Ruthven.  "Australia  is  slowly  bu 
progressively  being  restructured  into 
the  sort  of  dynamic  economy  that 
once  made  it  the  envy  of  the  world.  All 
though  the  full  impact  of  this  will  not  b 
obvious  for  a  number  of  years,  the  firs 
steps  have  been  taken  Others  are  or 
the  way." 

Ruthven  sums  it  up  this  way:  "Aus- 
tralia has  been  going  for  1 98  years,  ar 
we  have  only  made  it  pay  in  the  last  1i 
By  the  mid-1990s,  we  should  be  ap- 
proaching a  golden  age  for  Australia, 
and  the  smart  investors  are  looking  th 
far  ahead." 


John  Sexton  is  a  partner  in  The  Corpa 
rate  Storyteller,  a  Sydney  communica] 
tions  consultancy^ 
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This  announcement  appears  as  a  matter  of  record  only 


INDIAN  BANK 

through  its  Foreign  Currency  Banking  Unit,  Colombo 

US$20,000,000 
Negotiable  Floating  Rate 
Certificates  of  Deposits  Due  January  1988 

Lead  Managed  by 

Mafional  Australia-^Bank 

National  Australia  Bank  Limited.  Singapore  Branch. 

CoManaged  by 
Banque  Internationale  a  Luxembourg  BO. 
(Asia)Ud 
Citicorp  Capital  Markets  Group 
Commonwealth  Bank  of  Australia, 
Singapore  Branch 
C>e<fit  Suisse  Rrst  Boston  (Asia)  Limited 
Italian  lntematk>nal  Bank  Pic 
(Monte  dei  Paschi  <fi  Siena  Banking  Group) 

Arranged  by  and  Agpnt 

National  Australia-^  Bank 

National  Australia  Bank  Limited  Singapore  Branch 


This  announcement  appears  as  a  matter  of  record  only. 


^60,000,000  Credit  Facility 

providing  liquidity  for  short  term 
promissory'  notes  issued  by 

Basin  Electric  Funding  Corporation 

in  connection  with  the  leveraged  lease  of 
Antelope  Valley  Station  Unit  2  by 

Basin  Electric  Power  Cooperative 


Dealer 

PaineWebber 

Incorporated 
Facility  provided  by 

National  Australia  ^^Bank 

1  N-nonai  Australia  Bank  LinniTe'-j 


This  advertisement  appears  as  a  matter  of  record  only 
New  Issue. 

$100,000,000 
Quakertown  Hospital  Authority 

(Commonwealth  of  Pennsylvania) 

Variable  Rate  Demand  Revenue  Bonds 
(THE  HPS  GROUP  Pooled  Financing  Program) 
Series  of  1985 

(All  Bonds  pricedat  100%) 

Dated:  As  described  in  the  Of  ficial  Statement.  Due:  July  1 , 2005. 

Payment  of  the  principal  of  the  Bonds  will  be  secured  by  a 
Transferable  Irrevocable  Standby  Letter  of 
Credit  Issued  by 

National  Australia  Bank 

National  Australia  Bank  Limited 

The  Bonds  are  subject  to  purchase  under  the  terms  and 
conditions  of  a  BanJc  Bonti  Purchase  Agreement  entered 
into  by  and  among  the  Authority,  the  TYustee  and 

The  First  National  Bank  of  Chicago 

The  undersigned  has  underwritten  and  sold  these  securities, 

Drexel  Burnham  Lambert 

INCORPOtiATED 

lulyll  1985 


This  announcement  appears  as  a  matter  of  record  only. 

PaineWebber 
Mortgage  Finance  Holding  Co. 
$40,000,000 

Eurodollar  Term  Credit  Facility 


PaineWebber  International 
National  Australia  Bank  Limited 
Credit  Lyonnais 


Kleinwort,  Benson  limited 
Scandinavian  Bank  Limited 


Union  Bank  of  Finland  Ltd 

London  Branch 
Kansallis-Osake-Pankki 

London  Branch 

AgentBank 


National  Australia -f^  Bank 

Naiional  Australia  BanV  Limifed 


August  1985 
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HOME  FEDERAL 
Savings  and  Loan  Association 

San  Diego,  California 
(Federally  charted  as  a  savings  and  loan  association 
under  the  taws  of  the  United  States  of  America) 

U.S.  $177,000,000 

Syndicated  Letter-of-Credit  Facility  to 
support  the  financing  of  assets  owned 
by  a  wholly-owned  subsidiary  of  Home 
Federal  Savings  and  Loan  Association 

Arranged  by 

Goldman  Sachs  Limited 


National  Australia  Bank  Limited 
Creditanstait-Bankverein 
Lloyds  Bank  International  Limited 
Banque  Indosuez 
Credit  Agricole 

Dresdner  Bank  Aktiengesellsctiatt 
Kleinwort,  Benson  Limited 
CrMit  du  Nord 


Provided  by 


Bank  o(  America  NT  &  SA 
First  Interstate  Bank  of  California 
Slate  Bank  of  New  Soutli  Wales 
Banque  NationaJe  de  Paris 
Credit  Suisse 
Ttie  Fuji  Bank.  Limited 
Bank  o(  Ireland 
London  Interstate  Bank  Limited 


Agent  Bank 


national  AuHrallafljiaant 

National  Australia  Bank  Limited 


This  announcement  appears  as  a  matter  of  record  only 


Kirider  Care 


Kinder-Care  Learning  Centers,  Inc. 

$70,000,000 

Commercial  Paper  Program 

Direct  Pay  Letter  of  Credit  Facility  Provided  by 

National  Australia-^Bank 

National  Australia  Bank  Limited 
Participating  Banks 

Lloyds  Bank  International  Ltd 

AnnSouthBankN.A. 

First  Interstate  Bank  of  California 

The  First  National  Bank  of  Atlanta 

Dealer 

Merrill  Lynch  Capital  Markets  February  1985 


few  York: 

(Bill)  Heath,  Senior  Vice 
'resident.  Telephone:  (212)  916-9500. 
'elex:  424725  NATAUS. 

lOS  Angeles: 

J.  (Denis)  Hardiman,  Senior  Vice 
resident.  Telephone:  (213)  626-3434. 
felex:  688459  NATAUS. 

Ihicago: 

;.V  (Ed)  Russell.  Senior  Vice 


President,  Telephone:  (312)  782-596Q 
Telex:  4330381  NATAUS, 


Telephone:  (415)  984-2700, 
Telex:  1561098  NATAUS. 


Dallas: 

A,  (Alan)  Frankenburg,  Senior  Vice 
President.  Telephone:  (214)  754-7077. 
Telex:  3787817  NATAUS 


San  Francisco: 

J.  C,  Gohn)  Asprey 
Senior  Vice  President, 


National 
Australia 
^Bank 

^^^m        National  Australia  Bank  Limited.  332P6026 


The  European 
VACATION  Alternative. 


Tkis  is  Sea  Goddess,  judged  Ly 
many  to  Le  tke  finest  Norwegian 
cruise  sliip  in  tke  world.  In  tkese  trouUed 
times,  Sea  Goddess  offers  a  safe  and 
relaxing  vacation  witli  an  itinerary  that 
promises  paradise. 

Leave  Los  Angeles  and  cruise  to 
Australia,  via  tke  warmest,  most 
tranquil  kartours  in  the  world.  Spend 
Cliristmas  in  Australia  wKere  you  will  Le 
welcomed  as  a  friend. 

Be  in  PertL  witK  tke  test  seats 
afloat  at  tke  America's  Cup,  tlie  world's 
most  prestigious  yacLt  race. 

More  like  a  private  yackt  tkan 
a  cruise  skip.  Sea  Goddess  provides 
incomparakle   facilities    and  personal 


service,  including  tke  finest  cuisine  and 
wines. 

Witk  only  50  luxury  suites,  tkis 
o  ffer  is  available  for  a  limited  period.  So 
you  must  act  immediately.  Ckoose  from 
a  range  of  cruise  options  availakle  to  suit 
your  individual  or  corporate  needs. 

ror  full  details  on  bea  Godd  ess 
Australian  cruise,  telepkone  1-800- 
426-7388  (witkin  California,  1-800- 
626-7388);  contact  your  local  travel 
agent  or  Tony  Maine  &  Associates, 
c-ydnev,      N.S.W  .  Australia.      Tel  ex 

AA17603L 

So  now  tkere  is  no  longer  any  need 
to  stay  at  home.  We  do  nope  you 
can  join  us. 


Pods  of  Call  O  Los  Angeles  O  Honolulu  O  Suva  O  \ainiLitu  O  Dctrwin  O  Perth  O 
SyJvcii  O  Mclknimc  O  Ilohart  O  Perth 


The  Funds 


New  closed-end  funds  are  coming  to  mar- 
ket in  frightening  volume.  Even  more 
frightening  are  the  poison  pills. 

Closed-end 
cornucopia 


By  Richard  Phalon 


Tl  oo  MUCH,  TOO  LATE?  The  ques- 
tion is  by  no  means  rhetorical 
to  investors  looking  at  the  big- 
gest spate  of  new  closed-end  funds  to 
come  to  market  in  more  than  a  de- 
cade. So  far  this  year  underwriters 
have  closed  the  subscription  books  on 
ten  closed-ends.  At  least  five  more  are 
still  in  the  pipeline. 

In  all,  that  adds  up  to  more  than 
$1.2  billion  worth  of  new  capital — all 
of  it  earmarked  for  funds  with  highly 
specialized  investment  objectives. 
One-country  portfolios,  patterned  af- 
ter the  highly  successful  Japan  Fund 
and  Korea  Fund  (and  the  considerably 
less  successful  Mexico  Fund),  are  all 
the  rage.  Italy,  France,  Scandinavia 
and  the  Global  Yield  funds  have  al- 


ready made  their  debut,  while  the 
Germany  Fund  and  the  Asia  Pacific 
Fund  wait  in  the  wings. 

But  the  new  closed-ends  are  not 
only  into  foreign  markets.  At  least 
four  of  the  new  closed-ends  (including 
Pilgrim  Regional  BankShares  and 
First  Financial  Fund)  are  focusing  on 
smaller  commercial  banks  and  thrift 
institutions.  Ellsworth  Convertible 
Growth  and  Lincoln  National  Con- 
vertible are  concentrating,  as  their 
names  suggest,  on  convertible  issues. 

The  cookie-cutter  pattern  in  the 
country  funds  has  stimulated  the  pre- 
dictable Wall  Street  gibes  about  addi- 
tional entries  like  the  Ethiopia  Fund 
or  the  Beirut  Fund.  The  gallows  hu- 
mor is  a  sarcastic  gloss  on  the  un- 
abashedly copycat  quality  of  the  new 
international  funds.  But  for  more 


Rewards  and  risks 


Specialized  investment  companies  are  nice  when  the  going  is  good,  but  they  tend  to 
compound  risk.  A  prime  example  of  volatility:  the  Italy  Fund. 


Fund 

Original 
oner 

Recent 
price 

Recent 
NAY* 

Price  variance  % 

 from  net  asset  value  

high             low  recent 

Ellsworth  Convertible  Growth 

$10 

10 '/h 

$9,23 

9.5% 

-h5% 

+  9.7% 

First  Australia  Prime  Income 

10 

8.82 

25 

0 

+  9.1 

First  Financial 

10 

9 

9.56 

18 

-10 

-5.9 

France 

12 

9% 

11.40 

9 

-15.4 

-15.4 

Growth  Stock  Outlook  Trust 

10 

9y4 

9.55 

15.5 

0 

+  2.1 

Italy 

12 

11 'A 

12.16 

47 

-12 

-8.1 

Lincoln  National  Convertible 

15 

17.19 

10 

-7.5 

-5.1 

Pilgrim  Regional  BankShares 

10 

10% 

10.55 

28 

0 

+  1.9 

Regional  Financial 

10 

9.43 

8 

+  1 

+  2.0 

Scandinavia 

10 

8'/2 

9.08 

7.5 

-8 

-6.4 

'Net  asset  value  per  share 

Source:  Thomas  J  Herzfeld  &  Co 

thoughtful  professionals,  it  carries 
very  meaningful  resonance.  Might 
there  not,  they  wonder,  be  consider- 
able risk  in  specialized  funds  at  a  time 
when  the  areas  they  have  staked  out 
are  for  the  most  part  already  trading  at 
very  rich  levels? 

The  real  test  of  any  money  manag- 
er, of  course,  is  how  he  operates  in  a 
crowd.  Small  cap  bank  stocks  have 
been  a  hot  item  for  more  than  two 
years  now.  Likewise,  sniffing  truffles 
out  of  the  closely  monitored  universe 
of  convertibles  is  no  easy  task.  Fur- 
ther, most  major  foreign  exchanges 
have  already  begun  to  slip  below  their 
highs.  Thomas  Flerzfeld,  a  specialist 
in  closed-end  stocks,  is  concerned 
that  the  times  may  be  out  of  joint. 
"When  it's  late  in  the  cycle  and  stocks 
are  at  the  height  of  their  popularity, 
the  odds  against  a  specialized  fund  are 
high,"  says  Herzfeld. 

In  support  of  that  contention,  the 
South  Miami,  Fla.  investment  manag- 
er cites  history.  In  the  1970s,  Herzfeld 
says,  something  like  two  dozen 
closed-end  bond  funds  were  launched 
near  the  highs  of  the  bond  market.  In 
the  bear  market  that  followed,  premi- 
ums melted  into  discounts,  and  it  was 
almost  ten  years  before  many  of  the 
funds  got  back  to  their  original  values. 

Other  narrow  spectrum  portfo- 
lios— convertible  bond  funds,  real  es- 
tate funds,  utility  funds  and  technol- 
ogy funds — "have  all  shown  similar 
patterns,"  says  Herzfeld.  Wall  Street 
salespeople,  of  course,  can  cite  histo- 
ry, too:  Specialty  funds  that  don't  fea- 
ture the  hot  merchandise  of  the  mo- 
ment are  a  very  hard  sell.  In  this  re- 
spect, greedy  investors  get  what  they 
deserve. 

Hot  merchandise  bought  at  the  is- 
sue price  invariably  commands  a  pre- 
mium, if  only  because  of 
the  underwriting  com- 
missions. First-round  in- 
vestors in  the  France 
Fund,  for  instance,  paid 
312  a  share  for  stock  that, 
after  a  haircut  of  84  cents 
in  underwriting  costs, 
controlled  only  $11.16  a 
share  in  net  assets — a  pre- 
mium of  7% . 

The  initial  premium  on 
the  Italy  Fund  was  7.5%, 
and  for  a  while  it,  too, 
looked  like  very  hot  mer- 
chandise indeed.  Riding 
the  crest  of  the  booming 
Italian  market,  the  stock 
rose  to  a  premium  of  47% 
over  the  value  of  its  un- 
derlying assets.  Then,  al- 
most as  precipitously,  it 
plunged  to  a  discount  of 


First  Choice  of  CEO's. 

 0: 


It  makes  sense.  Good  business  sense. 
The  Lancaster  is  right  in  the  heart  of  the  financial  and  theatre 
district.  .  .  with  the  kind  of  personal  service,  warmth  and 
charm  that  only  a  93-room  hotel  can  provide.  Complimentary 
limousine  throughout  downtown,  but  you  can  walk  to  Texas 
Commerce  Tower,  Pennzoil  Place.  RepublicBank  Center.  Shell 
Plaza.  Plus  full  health  club  facilities,  mobile  phones,  in-room 
computers.  And,  most  of  all,  a  staff  dedicated  to  your  personal 
service.  So  you  can  keep  your  mind  on  business. 


® 


sLANCASTER 


''01  Texas  Avenue  •  Houston.  Texas  ^'^002  •  ^l.W22S-95()0 
Outside  Texas  1-800-231-0336  •  Telex  790-506 

Member:  Small  Luxur\'  Hotels       A  Lancaster  Group  Hotel 


rWOOFTHEMOSr 
IMPOKTANTPAPBIS 


EVER 
SEE  A 
COKE^  CAN 
LEAK? 


Probably  not.  And  for  the  same 
reason  you  probably  won't  see  a 
Butler  MR-24®roof  leak  either:  The 
Pittsburgh  double  lock  seain.  Just 
one  of  the  features  in  the  roof  system 
more  people  ask  for  than  any  other 
And  we  stand  behind  it  witii 
roof  warranties  for  up  to 
20  years. 

Call  today  for  your  FREE 
BROCHURE  of  Butler^ 
exclusives. 

1-800-421-2769 

The  best  roof 
you  can  put  over  your  head. 

Only  from  your  Butler  Builder! 

•Coke  is  a  Registered  Trademark  of  the  Coca-Cola  Company,  Allania,  Ga 

butler' 


12%;  the  discount  has  since  harrowed 
somewhat  (see  table,  p.  123). 

Several  other  new  entries  have  also 
shown  surprising  volatility.  First  Aus- 
tralia Prime  Income  roared  to  a  25% 
premium  and  then  settled  back  to  net 
asset  value.  Pilgrim  Regional  went  to 
a  premium  of  28%  and  then  slid  back 
to  just  above  net  asset  value. 

By  and  large,  the  group's  behavior 
suggests  that  the  best  buying  strategy 
is  to  stay  out  of  the  opening  melee,  in 
the  not  unreasonable  hope  of  picking 
up  stock  at  a  discount.  It's  a  strategy 
that  the  underwriters  and  investment 
advisers  who  put  the  closed-ends  to- 
gether would  just  as  soon  not  see  at 
work.  To  them,  discounts  connote  a 
clear  sign  of  disenchantment — disen- 
chantment that  has  led  to  hostile  re- 
organizations or  takeovers. 

Several  of  the  new-wave  funds  have 


"When  it's  late  in  the  cycle 
and.  stocks  are  at  the  height 
of  popularity,  the  odds  \ 
against  a  specialized  fund 
are  high,"  says  Herzfeld. 


attempted  to  take  the  heat  out  of  the 
discount  problem  by  putting  open- 
end  options  into  their  charters.  Deci- 
sion Capital  and  Pilgrim  Regional, 
among  others,  have  given  sharehold- 
ers the  right  to  vote  to  open  end — in 
effect,  to  sell  their  shares  at  net  asset 
value — if  the  market  on  them  goes  to 
discount.  In  most  cases,  the  potential 
conversion  dates  are,  from  manage- 
ment's point  of  view,  comfortably  re- 
mote: the  last  six  months  of  1993  in 
the  case  of  Decision  Capital,  for  ex- 
ample; 1996  in  the  case  of  Pilgrim 
Regional. 

However  hedged,  the  open-end  op- 
tions are  a  useful  new  wrinkle  in  deal- 
ing with  an  affliction  that  has  dogged 
closed-ends  since  their  birth  in  the 
19th  century.  That  doesn't  mean 
there  is  a  lot  of  free  lunch  going 
aroimd.  A  number  of  the  new  funds 
(including  Decision  Capital  and  Pil- 
grim Regional)  are  taking  down  annu- 
al management  fees  of  1  %  or  more  of 
assets,  rather  higher  than  most. 

And  some  (including  Decision  Cap- 
ital) have  armed  themselves  with 
"poison  pills"  in  the  form  of  superma- 
jority  voting  requirements  designed 
to  keep  raiders  at  bay.  Defenses  like 
the  pills  are  another  new  wrinkle  in 
closed-ends,  and  may  in  the  end  prove 
to  carry  an  irony  all  their  own.  To  the 
degree  that  the  new  defenses  deflect 
outside  pressures  aimed  at  closing 
discounts,  they  could  prove  particu- 
larly painful  to  today's  buyers.  ■ 


fTfeod 

Business  Papers  ^ 

Mead  Poper/ Courthouse  Plaza/Dayton^  Ohio  ^J^sji, 
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What's  Major 
About  M^or  Market 
Index  Futures? 


MAJOR  MARKET 
INDEX  VS.  THE 
DOW  JONES 
INDUSTRIAL 
AVERAGE* 
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It's  The  Contract  That 
Best  Tracks  The  Dow* 


Over  the  past  five  years,  the  Major  Market  Index 
has  shown  a  97  %  correlation  to  the  Dow  Jones 
Industrial  Average*  So  more  and  more  investors 
are  trading  this  futures  contract — the  contract 
market  analysts  refer  to  as  the "  proxy  for  the  Dow." 

The  Major  Market  Index  is  easy  to  understand 
and  follow,  a  price-weighted  index  of  20  blue- 
chip  companies — industry  leaders  all. 


Major  Market  Index  Futures  trade  only  at  the 
Chicago  Board  of  Trade.  Ticker  Symbol:  BC 
for  the  Blue  Chip  contract. 

To  learn  how  to  profit  in  this  market,  contact 
your  broker.  And,  call  for  our  new  literature 
on  the  Major  Market  Index  Futures  contract. 

call  1-800-621 -4641 

Illinois  residents  call  1-800-572-4217. 


§1  Chicago  Board  of  Trade 

Forging  financial  frontiers  for  138  years. 


*  Dow  Jones  Industrial  Average  is  a  registered  trademark 
of  Dow  Jones  &  Company,  Inc. 


THE  MOST  IMP< 
AN  INSURANCE  O 

AVAILABLE  CAP^ 


We  don't  have  to  tell  you  that  liability  insur- 
ance coverage  is  harder  to  get  than  ever  before.  It' 
in  the  news  every  day. 

But  we  would  like  you  to  know  that  we're 
doing  everything  we  can  to  help  insureds,  agents 
and  brokers  solve  their  liability  problems. 

And  at  a  time  when  other  insurers  are  with- 
drawing from  the  market,  we're  enhancing  our 
ability  to  underwrite  critical  coverages  like 
Directors  and  Officers,  Excess/Umbrella  and 
Municipalities  liability. 

irS  NOT  JUST  TALK 

AIG  has  raised  nearly  $1  billion  of  new 
capital  to  support  underwriting  risks,  bringing 
our  total  capital  funds  to  nearly  $4  billion. 

We  were  able  to  raise  that  much  money 
because  of  our  sound  financial  position.  A  direct 
result  of  our  adherence  to  basic  underwriting  prin- 
ciples during  the  industry  down  cycle. 

We  need  capacity  now  more  than  ever. 


rANTCAPMITY 
IMNY  CAN  HAVE. 

ITY. 

.1  ..■  ■  " 


^cause  reinsurers,  the  companies  that  tradition- 
iy  have  helped  insurers  spread  risks,  are  having 
^ir  own  capacity  problems.  And  we  have  to  help 
1  the  void. 

m'RE  PUSHING  FOR  TORT  REFORM.  TOO 

The  crisis  in  our  civil  courts  compounds  the 
oblem.  Because  nothing  reduces  capacity  faster 
an  excessive  liability  judgements.  Here  again, 
[G  is  taking  action.  By  seizing  every  oppor- 
nity  to  focus  public  attention  on  the  lawsuit 
isis  that  is  placing  a  burden  on  our  whole  society. 

All  these  policies  have  one  goal.  To  provide 
ir  customers  with  the  coverage  they  need  at  a 
alistic  price. 

And  that's  the  best  capacity  of  all.  Capacity 
►u  can  count  on. 

AMERICAN  INTERNATIONAL  GROUP 
OF  INSURANCE  COMPANIES 

Our  Policies  Are  Your  Best  Insurance. 


The  Up  &  Comers 


Herewith  Kenneth  Boudrie,  hisBartley^  Col- 
lection and  a  textbook  case  of. . . 

How  to  build 

a  terrific 
little  business 


By  Rita  Koselka 


AMONG  THE  STATELY  mansions  of 
the  Chesapeake  Bay's  eastern 
i  shore  sits  an  8-acre  estate  fly- 
ing a  University  of  Michigan  flag. 
There,  Kenneth  Bartley  Boudrie,  44, 


has  his  offices,  his  home,  guest 
houses,  several  boats,  sv^imming  pool 
and  bass-filled  fishing  pond.  A  five- 
minute  drive  away  is  his  factory,  next 
door  to  the  airstrip  where  tiny  Mary- 
land Airlines  acts  as  a  taxi  service  to 
nearby  Washington  and  Baltimore. 


What  supports  this  terrific  life- 
style? A  terrific  little  business,  an  en- 
trepreneur's dream  come  true:  The 
Bartley  Collection,  which  makes  as- 
semble-them-yourself  kits  of  Chip- 
pendale- and  Queen  Anne-style  repro- 
duction furniture.  Boudrie  started 
Bartley  as  a  part-time  venture  in  1974, 
with  just  $6,000  in  equity  capital. 
Since  then  he  has  built  a  small  but 
profitable  business  that  would  be  any 
entrepreneur's  envy.  Today  Bartley 
furniture  kits  bring  in  around  S8  mil- 
lion a  year,  and  Boudrie,  who  owns 
the  company  entirely,  probably  clears 
a  minimum  of  $1  million  after  tax- 
es— although  most  of  that  is  plowed 
back  into  the  business.  That,  in  tum, 
refertilizes  the  lifestyle. 

Like  a  lot  of  people,  Boudrie,  the 
son  of  a  Monroe,  Mich,  electrician, 
always  dreamed  of  owning  his  own 
business.  He  picked  up  an  M.B.A. 
from  the  University  of  Michigan  in 
1964  and  then  set  out  to  learn  as 
much  as  he  could  about  modem  pro- 
duction, distribution  and  finance. 
Boudrie  first  took  a  marketing  job  at 


Chruitiue  and  Ken)ie!h  lioudne  .  •  iind  home 

A  long  way  from  the  Chicago  kitchen  they  turned  into  a  workshop. 
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\bull  find  Anacomp  firoducts 
at  these  fine  locations* 


Granted,  Anacomp  isn't  exactly  on 
le  tip  of  the  tongues  of  corporate  America. 

But  for  many  FORTUNE  500  companies, 
le  nation's  largest  financial  institutions,  and 
lousands  of  other  firms,  we're  a  valuable 
3mmodity. 

Because  we  support  so  many  vital 
perations.  With  products.  Service.  Ideas. 

Ask  all  the  banks  and  credit  unions 
^ho  use  our  software.  Covering  everything 
om  consumer  services  to  collection 
management. 


Or  talk  to  the  customers  who  keep  our 
micrographics  centers  going  24  hours  a 
day,  7  days  a  week.  (With  60  centers  nation- 
wide, no  one  has  more.) 

Or  check  with  the  companies  who 
track  their  purchasing  inventories  around 
the  world  with  Anacomp  software. 

Theyll  all  tell  you  the  same  thing:  that 
Anacomp  is  an  important,  progressive, 
customer- oriented  company. 

By  helping  so  many  companies  succeed, 
we're  putting  ourselves  on  the  map,  too. 

anacomp 


MP  INC 


I 


They  say  a  new  roof  is  messy  and  expensive. 
But  Goodyear  said,  "Top  this,"  and  invented  a  synthetic 
rubber  roofing  that  simply  rolls  on  and  seals  with  a 
hot  air  blower.  Waterproof.  Weatherproof.  It  comes  in 
black.  And  in  white  to  reflect  the  sun  and  save  energy. 
It's  fast,  easy  and  economical  for  schools,  factories  and 
buildings  anywhere. 


They  say  you  can  still  train  pilots  in  a 


flight  trainer  that  teaches  only  instrument  flying.  But 
Goodyear  said,  "Obsolete,"  and  helped  create  a  new 
flight  simulator  that  gives  pilots  the  sights  as  well  as 
the  feel  and  sound  of  flying.  And  with  computerized 
projectors  that  react  to  a  pilot's  every  move,  the  sky 
is  the  limit. 


Ford  Motor,  then  went  into  new-prod- 
uct development  at  General  Electric, 
then  to  Fleet  Financial,  where  he  end- 
ed up  running  the  had-loan  depart- 
ment, and  then,  in  1970,  to  a  job  in 
venture  capital  at  Chicago's  Conti- 
nental Illinois  Bank.  Soon  he  joined 
an  "entrepreneur  support  group"  of  12 
would-be  entrepreneurs  who  met  ev- 
ery Sunday  to  discuss  progress  on  get- 
ting their  dreams  off  the  ground. 

Boudrie  developed  some  general  cri- 
teria for  his  dream  business:  mini- 
mum cyclicality,  no  receivables,  long 
product  life,  no  large  customers  and 
no  rapidly  changing  technology.  He 
grafted  these  onto  the  hobby  segment 
of  the  leisure-time  industry.  Why 
hobbies?  Boudrie  reasoned  that  even 
in  hard  times  people  hold  on  to  their 
hobbies  as  long  as  possible.  And  the 
more  expensive  the  hobby,  the  more 
insulated  from  macroeconomic  forces 
its  enthusiasts  tend  to  be. 

Boudrie's  criteria  led  him  to  New 
Balance,  the  running-shoe  maker.  It 
was  offered  to  him  in  1970  for 
$60,000.  Boudrie  passed.  Why?  Be- 
cause he  had  promised  his  family  he 
wouldn't  go  out  on  his  own  until  he 
could  take  out  a  salary  at  least  as  high 
as  he  was  making  at  the  bank;  the 
shoe  company  wasn't  then  big  enough 
to  finance  a  salary  that  high.  Too  bad: 
Today  New  Balance's  sales  exceed 
$100  million.  Even  though  he  missed 
out  on  New  Balance,  he  reminds  us  he 
hasn't  done  too  badly  as  it  is. 

In  early  1974,  as  do-it-yourself  was 
becoming  a  strong  trend,  Boudrie  fi- 
nally settled  on  kit  furniture  as  his 
opportunity.  A  woodworking  novice, 
he  borrowed  some  tools  from  his  fa- 
ther, converted  his  kitchen  into  a 
shop  and  made  a  few  prototype  repro- 
ductions from  18th-century  pieces 
borrowed  from  local  antique  stores. 
The  early  prototypes  were  fairly  sim- 
ple pieces:  a  brandy  stand,  a  muffin 
stand  and  a  butler's  table.  From  the 
prototypes,  Boudrie  and  his  wife  pro- 
duced kit  diagrams  and  took  the  fin- 
ished products  and  plans  to  local  arts 
and  crafts  fairs.  When  people  at  the 
fairs  saw  his  reproductions  and 
stopped  to  chat  with  him,  Boudrie 
began  to  get  a  warm  feeling  inside. 

But  he  still  wasn't  burning.  Boudrie 
next  expanded  his  test  market.  Fie  put 
prototypes — by  now  his  brother  was 
helping  him  put  them  together — into 
hobby  shops  and  began  putting  adver- 
tisements into  hobby  magazines  and  a 
few  national  home  magazines.  The 
ads  offered  the  Bartley  Collection  cat- 
alog, mainly  just  black-and-white 
glossies  stapled  together,  for  50  cents. 

Note  that  although  Boudrie  had 
produced  a  few  kits  and  was  in  his 
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esting  phase,  he  was  still  on  Conti- 
lental  Illinois'  payroll.  A  cautious  en- 
repreneur,  this  Boudrie. 

Within  a  few  months,  so  many  or- 
lers  had  rolled  in  that  Boudrie  knew 
he  business  could  support  him,  and 
:new  he  and  his  brother  could  never 
ill  the  orders  working  on  their  own 
lart  time.  Now  comes  Boudrie's  big 
lecision:  Stay  with  my  secure  job  and 
alary?  Or  really  start  that  business 
've  always  said  I  wanted?  Boudrie 
|uit  his  job. 

To  take  out  more  ads,  print  better 
atalogs,  buy  wood  and  job  out  the 
utting  and  shaping  of  his  kits'  pieces, 
loudrie  needed  $120,000  working 
apital.  Rather  than  solicit  any  of  his 
nany  venture  capital  fund  contacts — 
nd  risk  giving  up  the  lion's  share  of 
he  future — Boudrie  sold  30%  of  his 
lew  company  to  15  private  investors. 
I  wanted  them  to  have  enough  (equi- 
y]  to  brag  about  on  the  golf  course  if 


'I've  thought  of  going 
mblic  or  doing  some  sort 
tf  industrial  bond, 
tut  I  couldn't  stand 
he  paperwork." 


hey  did  well,"  Boudrie  recalls,  "but 
lot  enough  to  notice  if  they  lost." 

And  never  enough  to  usurp  control, 
^hree  years  later  Boudrie  bought  out 
lis  backers  for  $240,000.  Today  that 
take  would  be  worth  over  $3  million. 
,ver  since  then,  Bartley  Collection's 
xpansion  has  been  funded  internally 
nd  with  debt. 

"I've  thought  of  going  public  or  do- 
ng  some  sort  of  industrial  bond,"  ex- 
lains  Boudrie,  "but  I  couldn't  stand 
he  paperwork." 

Boudrie's  customers  tend  to  be 
tiale  professionals,  many  of  whom 
re  either  retired  or  approaching  re- 
irement.  Many  have  cerebral  jobs 
nd  so  enjoy  coming  home  to  work 
nth  something  as  tangible  and  beau- 
iful  as  fine  wood.  For  few  of  Bartley's 
ustomers  is  money  a  shortage  item, 
low  could  it  be  when  Boudrie  charges 
rom  $59  for  a  small  footstool  to 
3,100  for  a  Chippendale  dining  set? 
rhe  average  sale  is  $200.)  Included 
mong  Bartley's  customers:  Chief  Jus- 
ice  Warren  Burger  and  Illinois  Gover- 
lor  James  Thompson.  Thompson  is 
urnishing  the  historic  Hayes'  house, 
i'hich  will  act  as  a  second  governor's 
nansion,  with  Bartley  Collection 
lieces.  Inmates  at  some  of  Illinois' 
tate  penitentiaries  are  assembling 
he  kits. 

Boudrie's  original  intention  was  to 
3b  out  all  the  cutting.  But  that  was 
lot  to  be.  Remember  what  Boudrie  is 


They  say  you  have  to  change  marketing 
strategy  at  every  foreign  border.  But  Goodyear  said, 
"Now  hear  this!"  And  reorganized  to  market  and 
advertise  on  a  global  basis  and  communicate  in  the 
universal  language  of  quality  and  performance. 


See  all  the  dynamite  things  you  can  do 
when  you  don't  listen  to  what  "they"  say. 
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Workman  assenih/ui:^  a  Hartley  Collection  sample 

Kits  have  been  shipped  to  a  Supreme  Court  Justice,  a  state  governor  and  some  convicts. 


selling:  the  opportunity  for  a  person  of 
average  motor  skills  and  no  special 
training  to  produce  a  fine  piece  of 
furniture.  You  need  only  a  drill  and  a 
screwdriver  to  complete  a  Bartley  kit. 
The  company  even  sends  sandpaper. 
Almost  all  the  work  comes  in  the 
sanding,  staining  and  varnishing. 

For  consumers  inexperienced  in 
woodworking  to  achieve  precise  re- 
sults, the  kits  must  be  cut  from  the 
best  wood  and  the  pieces  must  fit 
snugly.  But,  says  Boudrie  of  jobbing 
out  the  cutting,  "furniture  makers 
were  really  the  outback  of  low  tech 
then.  There  was  virtually  no  effort  at 
scheduling,  and  quality  was  nowhere 
near  what  we  required  for  a  kit  where 
customers  see  the  parts  unfinished." 

So  in  1981  Boudrie,  still  in  Chicago, 
decided  to  build  his  own  cutting 
plant.  He  chose  Easton,  Md.,  he  says, 
because  "the  people  have  an  agrarian 
background,  they're  used  to  working, 
not  loafing."  He  adds:  "Besides,  I 
wanted  to  live  here." 

The  Easton  plant  employs  75  work- 
ers who  turn  out  40,000  kits  a  year.  It 
boasts  30  state-of-the-art  woodwork- 
ing machines,  some  of  which  cost 
nearly  $100,000.  Cutting  the  pieces 
for  a  run  of  200  kits  takes  a  lengthy  30 
days,  and  only  80  out  of  100  pieces  cut 
meet  quality  standards.  As  a  result, 
Boudrie  tries  to  keep  SI  million  in  kit 
piece  inventories  on  his  shelves. 

The  attention  to  quality  works — 
Boudrie  says  85%  of  his  sales  are  re- 


peat— but  it  is  also  costly.  The  rule  of 
thumb  in  the  mail-order  industry 
holds  that  the  selling  price  should  be 
three  times  the  seller's  cost.  But  Bou- 
drie's  costs  are  so  high  he  can  charge 
only  a  50%  markup  to  customers. 

The  problem  is  that  a  furniture  re- 
tailer can  sell  a  good-quality  Queen 
Anne  armchair,  finished,  for  about 
S500;  Bartley  Collection's  Queen 
Anne  armchair  kit  costs  S350  and 
takes  at  least  eight  hours  to  finish. 
Imbedded  in  Boudrie's  price,  of 
course,  is  the  customer's  impossible- 
to-quantify  sense  of  accomplishment 
when  the  kit  has  been  completed  and 
the  piece  put  into  use.  That's  what 
makes  the  business  so  beautiful. 

But  Boudrie  can't  push  that  too  far. 
"People  have  an  amazing  sense  of  per- 
ceived value,"  he  says.  "There's  a 
point,  irrespective  of  how  much  mon- 
ey they  have,  where  they  look  at  a 
product  and  say  it's  just  not  worth  it." 

Competition?  Boudrie's  isn't  too 
rough.  There  is  General  Mills'  Colo- 
nial Williamsburg,  which  sells  kits 
and  finished  pieces,  but  at  50%  above 
Boudrie's  prices.  Shaker  Workshops 
and  Cohasset  Colonials  sell  at  prices 
below  Boudrie's,  but  theirs  are  sim- 
pler designs.  So  Boudrie  is  where  he 
wants  to  be. 

Like  any  niche  business,  this  one 
has  limits  on  how  big  it  can  grow; 
Boudrie  may  now  be  close  to  that  lim- 
it. For  one  thing,  it  used  to  cost  Bou- 
drie 50  cents,  the  price  of  his  catalog, 


to  add  a  name  to  his  mailing  list.  But 
Boudrie  now  advertises  heavily  in  the 
Wall  Street  Journal  and  Smithso>ikin 
magazine  and  figures  it  costs  him  SIO 
to  develop  each  name.  This  explains 
the  retail  store  in  Williamsburg,  Va. 
that  Boudrie  will  soon  open.  "We 
[mail-order  firms]  are  all  finding  it 
more  cost-effective  to  get  customers 
through  a  retail  showroom,"  he  says. 

More  important,  the  U.S.  market 
for  hobby  furniture  kits  is  only  320 
million  or  so  in  retail  sales,  and  Bou- 
drie is  already  getting  nearly  half. 
Boudrie  thinks  he  might  create  some 
business  in  lapan,  where  the  people 
enjoy  working  with  their  hands  and 
are  attracted  to  the  elegant  Chippen- 
dale and  Queen  Anne  styles  that  Bart- 
ley sells.  Longer  term,  he  figures  the 
U.S.'  aging  population  can  only  work 
for  him.  But  growth  will  be  slow. 

Will  Boudrie  be  content  with  his 
success  and  his  affluent  lifestyle?  As 
he  stops  to  ponder  the  river  from 
aboard  the  golf  cart  he  uses  to  get 
around  his  mini  industrial  estate, 
Boudrie  talks  of  selling  the  business 
he  has  built  and  of  a  new  project 
much  on  his  mind:  a  venture  fund  for 
handicapped  businessmen.  Crippled 
by  a  car  accident  in  college,  Boudrie 
understands  the  problems  and  the  po- 
tentials of  the  handicapped  better 
than  most.  The  310  million  to  315 
million  he  thinks  Bartley  would  fetch 
would  be  a  nice  start  on  that  venture 
capital  fund.  ■ 
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Check  the  performance  of 
your  stocks  against  McKesson. 


YES 

1.  Are  per  share  earnings  up  10%?  0 

2.  Has  total  return  for  the  past  0 
eleven  years  averaged  21%? 

3.  Are  you  getting  a  4%  yield?  0 

4.  Are  you  benefiting  from  0 
leadership  in  a  growth  industry? 


From  its  base  as  the  nation's  leading  wholesale 
drug  distributor,  McKesson  has  created  a  unique 
computerized  nationwide  distribution  system  for 
nondurable  consumer  goods.  We  serve  some  120,000 
health  care  and  retail  customers  -  from  drugstores, 
hospitals  and  vets,  to  stationers,  supermarkets  and 
wine  and  spirits  stores.  Sales  last  year  reached 
$6.3  billion. 

Tb  learn  more,  call  toll-free  800-952-5656.  Or  write 
McKesson  Corp.,  Box  32,  One  Post  Street,  San 
Francisco,  CA  94104.  We'll  also  send  you  a  list  of 
stockbrokers  in  your  area  who  follow  McKesson. 


MnKesson 

Check  us  out  with  your  stockbroker. 


Hitachi  s  wide-ranging  teclinoiogies  m  communication  [from  left  to  riglitj: 
optical  fibers,  image  signal  processor,  advanced  telephone  exchange  system, 
satellite  communication,  and  machine  translation  system. 


animmoN 

)mmunication  is  not  simply  sending 
nessage. .  .it  is  creating  true  understanding  — 
^iftly,  clearly  and  precisely. 


low  he's  trying  to  tell  me  something: 
^A/hat  does  he  really  mean?"  In  our  world 
roliferating  technologies  and  new  termi- 
)gy,  this  kind  of  question  is  asked  a  lot. 
3  is  what  we  are  doing  about  it. 

ichi's  scientists  and  technicians'  long- 
1  goal  is  to  break  the  language  barrier. 
/  are  diligently  at  work  today  on  an  array 
rejects  that  will  vastly  improve  the  com- 
lications  of  tomorrow. 
For  example,  we've  made  tremendous 
jress  on  a  system  to  translate  Japanese 
English. 

This  system  can  be  used  to  translate 
)us  scientific/technical  papers  and 
ihinery/equipment  manuals.  Special 
ssaries"  can  be  developed  to  adapt  it  for 
s  as  diverse  as  medicine,  electronics 
aeronautics.  Further  development  could 
to  automatic  telephone  translation  or 
1  portable  verbal  translators  for  travelers. 
In  addition  to  the  machine  transla- 
system,  Hitachi's  research  specialists 
also  developing  advanced  transmission 


systems  that  send  your  phone  calls  or 
business  data  across  great  distances  using 
hair-thin  optical  fibers  and  laser  beams. 
They  are  also  working  on  other  new  methods 
of  communications,  such  as  advanced 
telephone  exchange  systems,  satellite  com- 
munication systems,  TV  conferences, 
and  so  forth. 

At  the  root  of  much  of  this  is  our  highly 
advanced  computer  technology:  because 
Hitachi  is  producing  some  of  the  fastest, 
largest-capacity  systems  available  today. 

We  link  technology  to  human  needs.  We 
believe  that  Hitachi's  advanced  technologies 
will  result  in  systems  and  products  that  are 
functionally  sophisticated  but  easy  to  use. 
Our  goal  in  communications— and  trans- 
portation, energy  and  consumer  electronics 
as  well -is  to  build  products  and  systems 
that  will  improve  the  quality  of  life  the 
world  around. 


0  HITACHI 


The  Up  &  Comers 


Lessons 


Ifs  one  of  the  hardest  ways  to  learn,  hut  in 
some  ways  it  is  also  one  of  the  best. 


The  joys 
of  bankruptcy 


By  Gary  SlutSker 

I don't  recommend  it,"  says  John 
Ziegler,  49,  sitting  at  a  table  in  his 
dreary  midtown  Manhattan  of- 
fice. "But  go  through  it,  and,  if  you  are 
successful,  you  can  look  back  with  a 
lot  of  satisfaction." 

Ziegler  is  referring  to  the  specter 
that  haunts  all  business  people:  bank- 


ruptcy. Done  wrong,  a  bankruptcy 
can  destroy  the  strongest  executives. 
Done  right,  it  offers  some  of  commer- 
cial life's  most  valuable  teachings. 
Ziegler  did  it  right,  with  the  result 
that  the  miniconglomerate  he  heads, 
New  York's  Willcox  &  Gibbs  Co. 
(1985  sales,  $224  million),  has  not 
only  survived  but  is  again  growing 
audaciously. 


Willcox  Gibbs  was  founded  in 
1867  as  a  sewing  machine  maker.  In 
the  1960s  Its  president,  Alfred  O.  Leu- 
bert,  sensed  the  need  to  diversify. 
Right  decision,  wrong  implementa- 
tion. Leubert  bought  companies  in  ev- 
erything from  ladies'  dresses  to  poly-  ( 
styrene  shipping  pallets.  In  1976,  un- 
able to  get  a  moratorium  from  the 
banks,  W&G  filed  for  Chapter  11. 
With  sales  of  about  $56  million,  the 
company  owed  338  million  and  had  a 
negative  net  worth  of  $27  million. 

Enter  Ziegler,  then  39.  As  a  former 
Coopers  &.  Lybrand  accountant  and 
W&G's  vice  president  of  finance, 
Ziegler  had  watched  from  a  ringside 
seat  as  management  pummeled  the 
company  into  the  ground.  Ziegler  be- 
came president  of  the  company  a  few 
months  before  it  filed  for  bankruptcy. 

Ziegler  instantly  began  selling  the 
losing  operations,  an  obvious  enough 
decision.  But  once  left  with  profitable 
operations,  Ziegler  remembers,  "The 
trick  was  to  stay  viable  and  negotiate 
with  the  creditors." 

At  heart,  bankruptcy  proceedings 
are  games  of  chicken.  Ziegler  soon 
learned  his  creditors  were  more  will- 
ing to  swerve  than  he.  That  $38  mil- 
lion in  debts?  Ziegler  convinced  the 
creditors  that  W&.G's  position  was  so 
fragile  that  the  creditors  settled  for 
just  over  $8  million  in  cash,  notes  and 
warrants — barely  20  cents  on  the  dol- 
lar. So  terminal  did  the  lenders  be- 
lieve W&.G  to  be,  that  only  one.  Mu- 
tual Benefit  Life,  bothered  to  take  the 
warrants  Ziegler  offered  at  $2  each. 
Mutual  Benefit  recently  converted  its 
$2-a-share  warrants  and  sold  the 
shares  at  16 'A.  For  the  life  company, 
too,  there  was  joy  in  bankruptcy. 

In  return  for  settling  W&G's  debts, 
the  creditors  forced  on  Ziegler  a  provi- 
sion that  he  would  give  them  a  share 
m  his  future  profits.  But  Ziegler  didn't 
want  to  share  his  turnaround  success, 
if  it  came,  with  the  lenders.  So  in  1980 
he  bought  his  way  out  of  the  profit- 
sharing  provision  for  just  $2.4  million 
in  cash  and  $2.8  million  in  notes. 

"We  came  out  of  that  negotiation 
with  absolutely  no  dilution  of  our 
common  stock,"  he  gloats.  "That  was 
the  first  break  we  got." 

W&G  emerged  from  Chapter  1 1  in 
November  1978.  But  Ziegler  retained 
his  high  taste  and  matching  talent  for 
merciless  bargaining.  In  1983  he  made 
his  first  acquisition:  Regal  Manufac- 
turing, a  maker  of  covered  yam  used 
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This  announcement  constitutes  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these 
securities.  The  offering  is  made  only  by  the  Prospectus,  copies  of  which  may  be  obtained  in  any 
State  from  such  of  the  undersigned  and  others  as  may  lawfully  offer  these  securities  in  such  State. 


June  23, 1986 


6,000,000  Shares 


WORLDS  OF  WONDER 

Common  Stock 


Price  $18  per  Share 


Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 


Dean  Witter  Reynolds  Inc. 


Bear,  Stearns  &  Co.  Inc. 
Dillon,  Read  &  Co.  Inc. 
Goldman,  Sachs  &  Co. 


Kidder,  Peabody  &  Co 

Incorporated 


The  First  Boston  Corporation 


Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 


Hambrecht  &  Quist 

Incorporated 


Alex.  Brown  &  Sons 

Incorporated 

Drexel  Burnham  Lambert 

Incorporated 

E.  F.  Hutton  &  Company  Inc. 


Lazard  Freres  &  Co. 
Robertson,  Colman  &  Stephens 


PaineWebber 

Incorporated 


Prudential-Bache 

Securities 


L,  F.  Rothchild,  Unterberg,  Towbin,  Inc. 


Salomon  Brothers  Inc 


Wertheim  &  Co.,  Inc. 


William  Blair  &  Company 


A.  G.  Edwards  &  Sons,  Inc. 


Thomson  McKinnon  Securities  Inc. 


n  panty  hose,  a  company  with  the 
idor  of  death  about  it.  In  Regal's  two 
iwner-managers  he  recognized  symp- 
oms  of  W&G's  earlier  disease.  Eager 
0  expand,  Regal's  owners  had  bor- 
owed  heavily  to  buy  a  sportswear- 
naker,  thus  jeopardizing  their  profit- 
ble  yarn  business.  That  enabled 
'iegler  to  pick  up  the  company  for 
25,000  in  cash.  He  also  distributed 
3  million — proceeds  from  a  prior  liq- 
lidation — to  Regal's  owners  and 
greed  to  guarantee  the  $8  million 
Legal  owed  banks  to  get  the  company 
rowing  again. 

Ziegler  had  learned  from  his  own 
rial  by  bankruptcy  how  diligently 
usinessmen  in  trouble  will  work  to 
et  out  of  their  hole.  That  led  him  to 
lire  Regal's  owners  to  continue  run- 
ling  Regal;  Ziegler  offered  them 
oughly  half  of  Regal's  pretax  income 


'You  pay  book  value  for  the 
issets,  and  anything  above 
hat  is  on  a  contingent 
tasis  that  the  company 
tan  fifford." 


intil  1988.  Since  Ziegler  bought  Re- 
al, its  earnings  have  increased  from 
1.5  million  on  $24  million  in  sales  to 
2.5  million  last  year  on  $38  million 
a  sales.  A  larger  acquisition  in  the 
lectrical  supply  business,  which 
nore  than  doubled  Willcox  &  Gibbs' 
ales  last  year,  was  structured  the 
ame  way. 

"You  pay  book  value  for  the  as- 
ets,"  says  Ziegler,  "and  anything 
bove  that  is  on  a  contingent  basis 
hat  the  company  can  afford." 

Ziegler  keeps  demonstrating  the 
lardness  hammered  into  him  by  that 
chapter  11  experience.  He  has  been 
ooking  at  small  chains  of  electrical 
larts  distributors  around  the  country 
o  add  to  the  33  locations  he  already 
•wns.  Last  January  a  troubled  Califor- 
lia  outfit  with  six  branches  asked 
'iegler  to  rescue  it.  "We  checked  it 
lut,  but  decided  it  was  too  far  gone," 
le  says. 

He  waited.  Finally,  the  outfit  went 
inder,  and  Ziegler  offered  40  cents  on 
he  dollar  for  the  inventory  at  one 
)ranch.  "We  expect  losses  for  the  first 
hree  months,  but  the  losses  will  be 
ess  than  the  profit  on  the  inventory 
vc'll  be  selling,"  he  says. 

With  profit  up  to  $6  million  ($  1 .40  a 
hare)  last  year,  W&.G  has  pared  debt 
vay  down.  The  tax-loss  carryforwards 
lave  run  out,  and  Ziegler  is  prowling 
or  another  big  acquisition.  The  bank- 
xiptcy  lesson  digested,  the  company 
ihould  shop  more  carefully  than  it  did 
)efore  Ziegler  took  over.  ■ 


A  Special  Invitation  from 
VALUE  LINE 

To  Investors  Who  Use 
Discount  Brokers 

. . .  and  make  their  own  investment  decisions 


A  growing  minority  of  investors  are  turning  to 
discount  brokers  to  cut  commission  costs. 
Generally,  this  is  appropriate  only  for  those 
who  make  their  own  decisions,  since  most 
discount  brokers  do  not  provide  investment 
research. 

So,  if  you're  doing  business  with  a  discount 
broker,  you  need  the  best  independent  re- 
search you  can  get.  (Your  commission  sav- 
ings on  just  a  few  trades  may  pay  for  a  full  year 
of  such  assistance.)  Here's  how  Value  Line 
can  help: 


We'd  like  to  send  you  Value  Line's  latest 
full-page  Reports  on  each  of  1700  stocks 
under  continual  review.  These  come  to  you 
ready  for  instant  use,  fully  indexed  and  loose- 
leaf  bound  in  the  Investors  Reference  Serv- 
ice, and  will  be  systematically  updated  by  new 
Reports  in  the  weeks  ahead.  Filing  takes  less 
than  a  minute  a  week.  All  this  material  is  so 
organized  in  your  binder  that  you  can  quickly 
turn  to  a  continually  updated  report  on  almost 
any  leading  stock. 

These  comprehensive  Reports  cover  al- 
most every  stock  that's  likely  to  be  of  interest 
to  you.  The  1 700  stocks  covered  by  Value  Line 
account  for  approximately  96%  of  all  dollar 
trading  volume  in  the  U.S.  equity  markets. 
With  Value  Line,  you're  really  "well  armed." 

A  typical  Value  Line  full-page  Report  on  a 
stock  includes  22  series  of  vital  financial  and 
operating  statistics — going  back  1 5  years  and 
estimated  3  to  5  years  into  the  future — plus 
ratings  and  estimates  of  relative  Price  Per- 
formance in  the  next  12  months,  long-term 
percentage  Appreciation  Potential,  Safety, 
current  Yield  and  P/E  compared  to  past 
norms,  and  Value  Line's  analysis  of  ongoing 
corporate  developments.  About  1 30  Reports 
are  issued  every  week — 1700  every  13 
weeks — in  regular  sequence.  But  perhaps 
most  significant  of  all  is  the  objective  Value 
Line  Ranking  system  which  reduces  thou- 


sands of  hours  of  research  by  80  experienced 
analysts  and  statisticians  to  two  straight- 
fonward  signals,  the  rank  for  Timeliness  and 
the  rank  for  Safety. 

Stocks  To  Avoid  Now 

Because  Value  Line  applies  uniform  stan- 
dards of  evaluation  to  all  1 700  stocks,  you  can 
quickly  and  easily  identify  which  stocks  we 
currently  rate  relatively  best  and  worst  for  your 
particular  goals.  We  especially  suggest  you 
avoid  the  400  stocks  currently  rated  below 
average  for  Timeliness  in  the  year  ahead. 

In  addition  to  the  full-page  Reports,  Value 
Line's  key  investment  ratings  and  measure- 
ments for  all  1 700  stocks  are  updated  EVERY 
WEEK  in  our  40-page  weekly  Summary  & 
Index.  With  Value  Line,  you  are  never  left 
"hanging." 

Double  Bonus  Offer 

It  you're  an  indepenoent  Investor — if  you  call 
your  own  shots — you  should  settle  for  nothing 
less  than  the  best.  So  we  invite  you  to  let  us 
send  you  The  Value  Line  Investment  Survey 
every  week  for  the  next  12  months.  Plus  two 
immediate  bonuses — the  two-volume  Inves- 
tors Reference  Service  (described  above) 
and  our  penetrating  new  72-page  guide  book, 
"A  Subscriber's  Guide,"  which  explains  how 
even  inexperienced  investors  can  apply  thou- 
sands of  hours  of  professional  research  to 
their  own  portfolios  by  focusing  on  only  two 
unequivocal  ratings,  one  for  Timeliness  (Per- 
formance in  the  next  12  months),  the  other  for 
Safety. 

Money  Back  Guarantee:  You  take  no  risk  In 
accepting  this  offer  If  you're  not  satisfied  with 
Value  Line  for  any  reason  at  all,  just  return  the 
material  you  have  received  within  30  days  for 
a  full  refund  of  your  subscription  fee. 

Special  Introductory 
Trial  Offer 

Or  if  you  prefer — and  if  no  member  of  your 
household  has  subscribed  to  Value  Line  in  the 
past  two  years — you  may  take  an  introductory 
10-week  trial  for  only  $55.  You  get  the  same 
bonuses  and  the  same  money-back 
guarantee. 


CALL  TOLL-FREE 
If  you  have  MasterCard,  American  Express 
or  Visa,  phone  1-800-633-2252  (Ext.  281) 
24  hrs.  7  days  a  week. 


The  Value  Line  Investment  Survey  \ 

Value  Line,  Inc.  •  711  Third  Ave.,  •  New  York,  N  Y.  10017 

Deparlment  gl  6C28 

IMTflODUCTORY  OFFER  □  My  payment  is  enclosed  Please  charge  to: 

□  Begin  my  1 0-week  trial  subscription  lof  $55  to  The  Value  Line      □  American  Exp.  □  MasterCard  □  Visa 
Survey  (limited  once  to  any  household  every  two  years)  and  send 

me  the  two  bonuses  listed  alx>ve  Account  #   Exp  Date  

ONE  YEAR  SUBSCRIPTION 

n  Begin  my  1  -Year  (52  issues)  subscnption  (or  $425  and  send  me 

the  two  twnuses  listed  atiove.  There  are  no  restnctions  with  this  Signature  

annual  subscnption. 

SPECIAL  EXTRA  BONUS     IhrII  b  W] 

A  pocket-size  CREDIT  CARD  LCD  CALCULA-  HK*"  ..is'  Name  

TOR  given  to  you  when  you  order  The  Value  Line  IIIIII 
Investment  Survey  lor  one  year  I 

Address  Apt  No  

This  subscnption  is  tax-deductible  and  non-assignable  Allow  4 
weeks  (or  delivery.  (N.  Y  residents  add  sales  lax  )  Foreign  rates 

upon  request  City  State  Zip 
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Marketing 


F^dited  by  Jeffrey  A.  Trachtenberg 


Baskin-Rohhins  sells  more  ice  cream  by  the 
scoop  than  any  other  company.  But  faced 
with  flat  sales,  the  firm  is  desperately  trying 
to  perk  up  those . . . 


Tired 
flavors 


By  Kerry  Hannon 


THE  LAST  FEW  YEARS  havc  been 
tasty  and  terrific  for  makers  of 
butter-rich,  full-flavored  ice 
creams  like  Haagen-Dazs,  Frusen 
Gladje  and  Ben  &  Jerry's,  but  not  for 
Baskin-Robbins,  the  world's  largest 
franchised  ice  cream"  operation.  Al- 
though superpremium  ice  cream  sales 
have  increased  by  20%  since  1983,  to 
about  $2.21  billion,  at  the  home  of  31 
flavors  sales  have  remained  frozen  at 
about  $490  million. 

Blame  listless  marketing,  a  freezer- 
ful  of  confusing,  often 
weird  ice  cream  flavors 
(peanut  butter  and  jelly? 
baseball  crunch?)  and 
sleepy  management. 
While  other  producers 
quickly  grasped  the  pub- 
lic's expanding  appetite 
for  high-cholesterol  (but- 
terfat  at  least  16%),  high- 
er-priced ice  creams,  Bas- 
kin-Robbins churned  out 
peculiar  flavors  (anyone 
for  pink  bubblegum  or 
Mississippi  mud?)  of  its 
usual  12%  butterfat  and, 
to  this  palate,  good  but 
quite  unexceptional  ice 
cream. 

"Suddenly  we  were  not 
the  only  game  in  'own 
anymore,"  says  Ronald 
Marley,  chief  executive. 
"Yet  a  certain  attitude 
had  set  in  at  the  company 
that   we   could   do  no 


wrong.  We  became  insulated  from 
what  was  happening  in  the  market." 

Maybe  the  situation  was  predict- 
able. The  company's  entrepreneurial 
founders  long  ago  sold  out  to  United 
Fruit  and,  through  a  chain  of  acquisi- 
tions, B-R  ended  up  in  the  hands  of  a 
British  food  company,  $4  billion  Al- 
lied-Lyons, Pic,  eight  years  ago.  Ab- 
sentee ownership  isn't  always  healthy 
in  a  business  so  subject  to  fad  and 
fancy.  Moreover,  the  sellers,  as  sellers 
frequently  do,  may  have  sniffed  out 
that  Baskin  was  peaking.  At  any  rate, 
since  Americans  could  get  Haagen- 


Koii  Mcirley  of  Baskin-Ruhhiti:> 
"We  were  falling  behind  the  times. 


Dazs  and  other  high-priced  brands  at 
the  supermarket,  pints  began  flying 
out  of  market  and  deli  freezer  cabi- 
nets. Today  77%  of  all  ice  cream  is 
sold  in  food  stores. 

Baskin-Robbins  ice  cream  is  avail- 
able only  in  its  2,600  U.S.  franchised 
stores  because  the  company  didn't 
want  to  compete  with  its  franchisees. 
But  harried  ice  cream  consumers 
found  it  easy  not  to  make  that  second 
stop.  And  when  they  did,  31 -flavors 
devotees  were  apt  to  find  listless  help 
in  stores  that  were  none  too  clean  and 
decorated  in  the  same  tired  pink-and- 
brown  color  that  the  chain  has  used 
for  30  years. 

Even  though  it  has  stores  in  every 
state,  Baskin-Robbins  somehow  fig- 
ured it  could  get  away  with  no  nation- 
al advertising.  In  fact,  the  company's 
antiquated  franchise  agreement  actu- 
ally forbade  Baskin-Robbins  from 
charging  advertising  fees. 

There  were  a  few  regional  radio  and 
television  spots  and  the  occasional  lo- 
cal newspaper  promotion.  All  of  this 
added  up  to  declining  earnings 
growth,  while  competitors  flourished 
and  even  began  opening  dip  shops  of 
their  own. 

Abruptly,  early  last  year,  Allied-Ly- 
ons woke  up,  named  a  new  operating 
team  and  spent  $750,000  on  market 
consultants  to  leam  what  had  gone 
wrong.  Led  by  Marley,  Baskin-Rob- 
bins also  added  vice  presidents  of  mar- 
keting and  operations  and  hired  J. 
Walter  Thompson  to  replace  its  ad 
agency  of  more  than  30  years,  Ogilvy 
&  Mather. 

All  quite  logical.  Company  officials 
admit  the  real  shocker,  though,  was 
when  its  consultants  dis- 
covered that  some  loyal 
customers  perceived  that 
Baskin-Robbins  ice  cream 
at  a  dollar  a  dollop  was 
lower  quality,  or  less  rich, 
than  $1.30-a-scoop  Haa- 
gen-Dazs or  Ben  &l  Jerry's. 

"That's  when  we  devel- 
oped our  own  line  of  su- 
perpremiums  to  attract 
upscale  customers,"  says 
Carol  Kirby,  vice  presi- 
dent of  marketing.  Not 
only  do  the  superpre- 
miums,  including  grand 
mamier,  chocolate  rasp- 
berry truffle,  cappuccino 
chip  and  almond  ama- 
retto,  have  richer  flavors 
and  creamier  textures,  but 
also,  at  $1.25  a  scoop,  they 
are  priced  25%  higher 
than  such  regular  flavors 
as  chocolate  or  even  pra- 
lines   and    cream,  the 


;hain's  bestseller  that  accounts  for 
[1%  of  all  sales.  Baskin-Robbins  actu- 
illy  has  developed  a  throat-thicken- 
ng  roster  of  550  flavors,  keeping  a 
;onsistent  dozen  or  so  in  all  stores  at 
ill  times  and  rotating  the  rest  at  tw^o- 
nonth  intervals. 

Beginning  in  late  June,  the  chain 
aunched  a  $5  million,  seven-week 
lational  advertising  campaign  to  pro- 
note  the  nev^^  superpremiums.  After 
hat,  the  chain  plans  to  spread  $1.5 
nillion  worth  of  national  advertising 
hrough  the  remamder  of  the  year, 
^.dditionally,  some  2,000  stores  will 
)e  remodeled  and  chronic  money- 
osers  will  be  relocated  into  higher- 
raffic  urban  areas. 

Also  new,  the  company  is  promot- 
ng  sorbets;  prepackaged  ice  cream;  a 
vaffle  sugar  cone,  larger  and  better- 
asting  than  regular  cones;  and,  in  a 
lod  toward  the  popular  Steve's  Ice 
Iream's  concoct-your-own-flavors 
ormat,  Baskin-Robbins  is  putting  a 
)roader  selection  of  toppings  in  the 
tores. 

Even  Marley  admits  that  all  this  is  a 
)it  late.  "Nobody  here  wanted  to 
amper  with  the  formula,"  he  says. 
'But  it  became  clear  to  me  that  we 
vere  falling  behind  the  times.  Until 
ast  year  we  couldn't  even  charge  our 
ranchisees  a  national  advertising  fee. 
slow  that's  been  changed." 

To  increase  the  impact  of  that  na- 
ional  advertising,  Baskin-Robbins 
vants  to  sell  140  new  franchises  this 
'ear,  twice  as  many  as  last  year.  But 


Pavid  Sirkk'Sipa-Special  Features 


A  newly  renovated  store  in  Glendale,  Calif. 

The  chain's  color  scheme  was  30  years  old. 


attracting  new  investors  won't  be 
easy.  It  costs  about  $145,000  to  open  a 
900-square-foot  store  that  at  best  will 
do  $200,000  a  year  in  sales.  (A 
McDonald's  costs  $350,000  but  pulls 
in  $1.3  million  in  sales  a  year.) 

Can  Marley  motivate  and  trans- 
form a  chain  of  independent  family 
businesses  into  an  aggressive  market- 
ing unit?  The  competition  doesn't 
think  so.  "We  don't  see  them  as  a  real 
competitor,"   says   Richard  Smith, 


president  of  Steve's.  "They  didn't 
change  with  the  times." 

Baskin-Robbins'  overseas  owners 
have  already  made  a  lot  of  the  same 
mistakes  that  doomed  former  archri- 
val and  ice  cream  powerhouse  How- 
ard Johnson's  (Forbes,  Dec.  30,  1985]- 

The  moral  seems  to  be:  If  you  are 
planning  to  buy  into  a  marketing 
business,  be  sure  that  you  have  got 
someone  running  it  who  understands 
marketing. 


Seeing  red 

Since  its  last  major  package  rede- 
sign, 17  years  ago,  the  Coca-Cola 
Zo.'s  product  line  has  exploded  from 
)ne  cola  to  six — the  "new"  Coke, 
;lassic  Coke,  cherry,  diet,  caffeine- 
ree  and  caffeine-free  diet  Coke.  But 
vhile  Coca-Cola  has  proved  to  be  a 
olid  leader  in  developing  new  variet- 
es,  it  has  been  far  slower  to  rethink 
he  design  and  look  of  its  beverage 
;ontainers. 

The  folks  at  Coke  created  a  labeling 
lodgepodge — six  different  looks  for 
ix  distinct  products.  That  may  have 
)een  a  mistake.  Studies  have  found 
hat  consumers  have  trouble  distin- 
;uishing  Coke  products  from  Coke's 
competitors'  products  on  supermar- 
ket shelves. 

Check  it  out.  Aside  from  the  famil- 
ar,  predominantly  red  cans  for  "new" 
ind  classic  Coke,  caffeine-free  diet 
loke  comes  in  a  gold  can,  diet  Coke 
;ans  are  white  with  red  lettering,  and 
;herry  Coke  cans  sport  red  and  white 
tripes. 


Ixindor  Aisociates' John  Diefenhach 
Six  products  .  .  .  one  image. 
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y  forecast. 


Over  the  next  ten  years,  net  migration  to  the  Southeast  will 
average 325,000  people  ayear.Total  population  will  increase 
by  nearly  6y2  million.  And  there  will  be  4  million  new  jobs 
and  4V2  million  new  housing  starts.  Creating  an  average 
growth  forthe  region  that's25%abovethe  national  average. 
That's  a  sunny  forecast. 

But  an  even  brighter  fact  is  that  BellSouth  is  prepared 
to  capitalize  on  this  growth  in  its  nine-state  region.  First,  with 
a  modern,  efficient  telecommunications  system  already  in 
place.  Second,  with  forward-looking  strategies  that  provide 
increased  customer  services  while  generating  revenues 
designed  to  go  beyond  those  generated  from  regional 
growth  alone. 

The  BellSouth  region.  It's  quite  a  hot  spot.  Learn  more 
about  BellSouth  from  your  broker  Or  write:  Mr  L.E.Spradlin, 
Director  of  Investor  Relations,  BellSouth  Corporation,  675 
West  Peachtree  Street,  N.E.,  Atlanta,  Georgia  30375.  Or 
call  404-420-8136. 


The  BellSouth  Companies: 

South  Central  Bell  •  Southern  Bell  •  BellSouth 
Services  •  South  Central  Bell  Advanced  Systems 
•  Southern  Bell  Advanced  Systems 

BellSouth  Enterprises  •  BellSouth  Advertising  & 
Publishing  •  Stevens  Graphics  •  TechSouth  • 
BellSouth  Advanced  Systems  • 
BellSouth  Mobility  •  BellSouth  Systems  Technology 
•  BellSouth  international  •  FiberlJVN,  Inc. 


BELLSOUTH 


l(bur  best  connection: 


Marketing 


There  are  other  differences,  too. 
The  individual  names,  such  as  cherry 
Coke  and  diet  Coke,  appear  in  differ- 
ent places  in  relationship  to  the  Coca- 
Cola  signature.  Originally,  Coke  fig- 
ured it  could  build  market  share  more 
easily  with  the  distinctive  containers. 
Today,  though,  the  company  wants 
customers  to  know  immediately  that 
each  product  is  a  member  of  the  Coke 
family.  "We  were  a  brand  that  was  no 
longer  a  single  product,  and  we  need- 
ed a  family  appearance,"  says  Marc 
Hamburger,  Coke's  director  of  mar- 
keting planning  and  services.  "We 
also  needed  to  create  a  more  contem- 
porary design." 

And  that's  what  they're  getting 


from  Landor  Associates,  a  San  Fran- 
cisco-based image  management  and 
strategic  design  consulting  firm.  In 
1977  Landor  repositioned  Coke's  Tab 
package  designs  to  appeal  to  a  market 
broader  than  only  women  on  diets. 
Now  the  company  has  completed  a 
total  redesign  of  Coke's  cola  product 
line.  Customers  overseas  will  be  see- 
ing the  results  later  this  year,  while 
American  drinkers  will  have  to  wait 
until  1987. 

Explains  Coke  spokesman  Randy 
Donaldson,  "We  have  had  so  much 
new  product  introduction  in  the  U.S. 
market  over  the  last  few  years  that  we 
want  to  wait  for  it  to  stabilize  a  bit." 
Coke  has  not  said  when  in  1987  the 
new  packaging  will  be  available  on 
the  shelves. 

"The  marketing  issue  is  how  to  get 
maximum  shelf  impact  from  a  multi- 
product  brand,"  says  John  Diefen- 
bach,  Landor's  president  and  chief  ex- 


ecutive. This  without  destroying  the 
four  most  recognizable  elements  of 
Coke's  packaging:  the  proprietary  red 
color,  the  curve  or  wave,  and  the 
brand  names  Coke  and  Coca-Cola. 

Landor,  therefore,  is  making  the 
Coke  red  stand  out  more  by  incorpo- 
rating it  more  fully  into  every  label,  so 
when  customers  look  at  the  Coke  sec- 
tion in  a  supermarket,  say,  they  are 
confronted  with  "a  sea  of  red." 

In  addition,  all  Coke's  products  (ex- 
cept Tab  and  Sprite)  will  carry  the 
same  signature:  the  names  Coke  and 
Coca-Cola  with  the  wave  running 
through  each  name.  But  in  the  new 
design,  the  word  Coke  will  figure 
more  prominently,  and  it  will  have  an 
italic  slant  more  in  harmony  with  the 
Coca-Cola  script. 

The  new  package  design  will  carry 
over  to  Coke's  letterheads,  advertise- 
ments, uniforms,  business  cards  and 
trucks. — Ellen  Paris 


Deshabille  to  doomsday 

Bob  Guccione  of  i'e/ithonse  and 
Ot>ui!  has  brought  out  a  new 
monthly  magazine.  Nuclear,  Biological 
&  Chemical  Defense  &  Tecbnolog)'  Inter- 
itatioual — "NBC  Deftech,"  as  Guc- 
cione calls  it.  A  glossy  but  authorita- 
tive magazine,  the  first,  April,  issue 
carries  headlines  like  "Genetic  Engi- 
neering: Taking  the  Bite  out  of  Snake 
Venoms."  It  reads  like  a  cross  be- 
tween foreign  Affairs,  Intenuitional  De- 
fence Rerieu',  Science  magazine  and  a 
shopper  for  germ  warfare. 

That  is  exactly  what  editor-in-chief 
and  guiding  light  Evan  E.  Koslow 
intended.  Defense  experts  say  it  is 
an  accurate  and  competent  maga- 
zine. It  targets  a  gruesome  but  po- 
tentially growing  $1  billion  niche 
in  defense  spending.  "All  wars  to- 
day are  chemical — chemicals  have 
been  used  in  Afghanistan,  Iraq-Iran 
and  Ethiopia,"  says  Koslow,  a 
Ph.D.  who  owns  a  chemical/bio- 
logical defense  technology  and 
consulting  company  called  KT 
Corp.  in  Westport,  Conn. 

The  first  issue's  full-color  spread 
of  hideously  blistered  Iranian  sol- 
diers deeply  shocked  one  advertis- 
er. But  others  are  less  squeamish. 
Jeffrey  Weinsten,  president  of  Win- 
field  Manufacturing  Co.  of  New 
York  City,  a  producer  of  chemical 
protective  suits,  calls  the  magazine 
"extremely  well  done,"  including 
the  pictures. 

What  lured  Guccione  so  far 
afield  from  sex  and  science  fiction? 
Money.  Established  technical  mag- 
azines  in  the  crowded  defense 


field,  such  as  Ariatiofi  Week  &  Space 
Technology,  Aimed  Forces  Journal  Inter - 
}2ational  and  Jane  's  Defence  Weekly,  are 
"enormously  profitable,"  says  maga- 
zine marketing  analyst  James  Koback, 
and  Guccione's  effort  has  no  direct 
competitors  so  far. 

A  four-color  full-page  ad  lists  at 
$5,675,  although  at  least  one  sharp 
bargainer  paid  $1,000  for  a  four-color 
full-page  ad  in  the  first  issue.  (An 
equivalent  spread  in  McGraw-Hill's 
Ariation  Week  &  Space  Technology  runs 
for  $8,919,  on  a  circulation  base  of 


NBC  Deftech  ^  .  V"'//  ix-.nc 
Targeting  a  $1  billion  market. 


142,000.) 

"NBC  Deftech"  is  aimed  at  30,000 
defense  scientists,  military  officers 
and  policymakers,  who  receive  the 
publication  free  of  charge.  Yes,  you 
can  subscribe  at  $45  a  year,  but  Kos- 
low doesn't  expect  many  "voyeurs," 
for  this  is  a  serious,  if  somewhat 
frightening,  publication.  Articles, 
many  sprinkled  with  footnotes,  come 
mainly  from  outside  experts.  That 
keeps  production  costs  to  about 
$110,000  a  month,  low  enough  for 
Koslow  to  project  a  November  break- 
even date. 

This  flyer  on  chemical  war  is 
only  one,  relatively  small,  part  of 
Guccione's  diversification.  Even 
though  Penthouse  is  down  15.9%  in 
circulation  and  21.6%  in  ad  pages 
in  the  last  year,  it  still  brings  in 
more  than  $20  million  in  advertis- 
ing revenues.  Otnni.  his  glossy,  fu- 
turistic science  magazine,  is  the 
leading  science  magazine  in  both 
advertising  revenues  and  pages.  In 
addition,  he's  branched  into  the 
music-magazine  business,  backing 
Spin,  run  by  oldest  son  Robert  Guc- 
cione Jr.,  and  into  recreational  and 
military  vehicles  {Tour  Wheeler,  ac- 
quired from  Four  Wheeler  Publish- 
ing Ltd.  on  May  5  for  an  undis- 
closed sum). 

Penthouse  now  contributes  only 
60%  of  his  total  revenues,  com- 
pared with  73%  five  years  ago. 
Whatever  you  think  of  Penthouse, 
you  have  to  say  this  of  Bob  Guc- 
cione: He's  nothing  if  not  versa- 
tile.— James  Ring  Adams 
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When  61  ,800  building  owners  wanted  comfort  and  efficiency 
in  their  office  buildings,  they  chose  Johnson  Controls.  That  was 
intelligent. 

Now,  intelligent  building  owners  who  want  to  create  a  better 
climate  for  business  choose  Johnson  Controls  for  systems  that 
are  leading  in  technology  today,  and  future- proof  against 
tomorrow. 

Give  us  a  call. 


©Johnson  Controls,  Inc.  1985 
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Science  &  Technology 


Edited  by  Gail  Bronson 


Coronary  disease  patients,  take  heart.  Doc- 
tors soon  may  be  fixing  what  ails  you, 
using  a  wholly  new  technique. 


Plaque  busters 


Medicine 


For  over  a  de- 
cade heart  and 
blood  vessel 
diseases  have  been  America's  most 
insidious  and  widespread  killers. 
They  will  undoubtedly  rank  so  again 
this  year,  causing  over  980,000  deaths 
and  adding  $78.6  billion  to  the  na- 
tion's health  bill.  Some  5  million 
Americans  are  afflicted  with  athero- 
sclerosis, the  single  biggest  cause  of 
cardiovascular  disease.  Atherosclero- 
sis is  the  buildup  of  fatty  and  fibrous 
deposits  that  block  the  arteries  that 
carry  blood  to  the  heart. 

Until  now,  coronary  bypass  surgery 
has  been  the  only  technique  available 
to  reroute  blood  around  a  section  of  a 
blocked  heart  artery.  But  a  recent 
marriage  of  medicine  and  technology 
now  promises  what  may  soon  become 
a  much  simpler,  safer  and  less  expen- 
sive way  to  keep  arteries  open  and 
fimctioning  at  maximum  levels. 

In  September  scientists  at  the  Ce- 
dars-Sinai Medical  Center  in  Los  An- 
geles expect  to  start  testing  on  hu- 
mans a  technology  to  reopen  clogged 
blood  vessels  without  first  having  to 
cut  open  the  chest.  The  device  com- 
bines fiber  optics  and  so-called  ex- 
cimer  laser  technology  to  create  a 
kind  of  optical  knife.  The  tool  uses 
super-high-frequency  beams  instead 
of  steel  blades  to  eliminate  the  fatty 
and  calcified  deposits  called  plaque. 
By  1988  the  technique,  called  percuta- 
neous laser  angioplasty,  could  result 
in  the  routine  removal  of  atheroscle- 
rotic plaque  in  hospitals  in  the  U.S. 
"This  combination  of  a  laser  and 


fiber  optics  has  the  potential  to  wipe 
out  the  need  for  coronary  bypass  sur- 
gery," enthuses  Dr.  Thomas  Robert- 
son, chief  of  the  National  histitutes  of 
Health's  Cardiac  Diseases  Branch, 
which  oversees  this  research.  Adds 
renowned  heart  surgeon  Norman 
Shumway  of  Stanford  University, 
"Lasers  could  revolutionize  the  treat- 
ment not  just  of  heart  vessels  but  of 
atherosclerosis  throughout  the  entire 
body — if  it  can  be  done  safely." 

Though  medical  researchers  have 
been  experimenting  with  a  number  of 
different  kinds  of  lasers  for  circula- 
tory problems  in  recent  years,  the  ex- 
cimer  laser  is  now  the  odds-on  favor- 
ite for  cardiovascular  use.  The  ex- 
cimer  pinpoints  and  destroys  tiny 
areas  of  plaque  with  short  on-off  ener- 
gy bursts  at  the  unusually  low  tem- 
perature of  40  degrees  centigrade 
(about  104  degrees  Fahrenheit),  there- 
by avoiding  such  damage  as  the  cook- 
ing or  burning  of  surrounding  tissue. 

James  Laudenslager,  a  Jet  Propul- 
sion Laboratory  physicist,  originally 
designed  an  excimer  laser  for  NASA 
to  measure  ozone  in  the  atmosphere. 
But  his  work  caught  the  interest  of 
physicians  at  Cedars-Sinai  hospital; 
they  had  been  searching  for  a  tech- 
nique to  deliver  a  laser  beam  through 
fiber-optic  filaments  to  eliminate 
plaque  deposits.  The  challenge:  re- 
move the  plaque  without  burning  a 
hole  in  the  blood  vessel  in  the  process. 

Using  the  Laudenslager  device,  the 
Cedars-Sinai  physicians  in  recent 
months  have  successfully  removed 
plaque  from  dogs'  legs  and  human  ca- 


davers. Now  the  group  is  awaiting 
final  approval  from  the  federal  Food  & 
Drug  Administration  to  begin  clinical 
trials  later  this  summer  on  some  10  to 
20  patients.  "What  we  have  here  is 
the  development  of  a  whole  new  tech- 
nology to  treat  atherosclerosis,"  says 
Lynn  Reamer,  a  device  reviewer  for 
the  FDA.  If  the  trials  are  successful, 
cardiologist  team  member  James  For- 
rester expects  the  technique  to  begin 
to  be  used  on  an  experimental  basis 
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ming  out  coronary  arteries 

ditional  coronary  bypass  procedure  is  depicted  at  left  in  three  stages.  A)  A 
is  removed  from  the  leg  to  be  used  as  a  graft.  B)  The  leg  vein  is  sutured 
he  heart  to  circumvent  a  blocked  artery.  C)  A  completed  triple  bypass 
)wn.  In  the  diagram  at  right,  a  catheter  carrying  fiber  optics  is 
ted  through  the  arm  and  threaded  up  and  over  to  the  blocked 
ary  artery.  The  inset  shows  a  closeup  view  of  the 
ter  tip  in  the  artery's  interior.  The  fibers  that 
a  lens  are  surrounded  by  an  outer  ring  of 
that  shine  light  and  emit  bursts  of 
ler  laser  energy.  The  beam  is 
1  at  the  fatty  and  fibrous 
its,  called  plaque,  lining 
rterial  wall.  The  laser 
y  is  turned  on  and  off 
ictions  of  a  second 
the  targeted  portion 
que  is  vaporized. 


itionwide,  possibly  as  early  as  1987. 
For  now,  coronary  bypass  surgery 
mains  the  primary  procedure  to 
:at  coronary  artery  disease.  Typical- 
,  heart  pain  known  as  angina  occurs 
ben  one  or  more  coronary  arteries 
come  at  least  70%  blocked  by 
aque,  so  that  not  enough  oxygen - 
iriched  blood  reaches  the  heart  mus- 
s  itself.  Total  blockage  of  one  or 
ore  arteries  triggers  a  heart  attack, 
either  situation,  bypass  surgery  is 


performed  to  increase  blood  flow.  A 
vein  from  the  leg  or,  more  recently,  a 
mammary  artery  from  the  chest  wall 
is  grafted  into  the  heart  muscle,  cir- 
cumventing the  blocked  portion  of 
the  arteries. 

Cracking  open  the  chest  and  operat- 
ing directly  upon  a  heart  is  expensive, 
high-risk  surgery,  costing  an  average 
of  over  $20,000  per  operation,  with  a 
mortality  rate  of  more  than  one  death 
per  100  operations.  Even  so,  some 


245,000  such  operations  were  per- 
formed in  the  U.S.  last  year. 

At  present,  the  only  other  way  to 
unplug  arteries  is  with  balloon  angio- 
plasty, a  nonsurgical  technique  that 
has  lately  become  popular  as  well.  A 
cardiologist,  rather  than  a  surgeon, 
performs  the  procedure,  with  the  pa- 
tient under  local  anesthesia.  A  thin 
plastic  tube  is  inserted  through  the 
grom  or  arm  into  a  vessel  and  snaked 
up  to  the  diseased  artery.  A  thinner. 
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Cedars-Sinai  hospital  and  Jet  I'ropuLsion  Lab  scientists  me  lasers  to  attack  coroiuiry  arter\'  disease 
From,  left:  James  Forrester,  Warren  Gnuui^est,  James  Laudenslager  and.  Frank  Litvack 


Science  & 
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balloon-tipped  catheter  is  then 
threaded  through  the  tube.  When  in- 
flated, the  balloon  squishes  the  ath- 
erosclerotic plaque  against  and  into 
the  arterial  wall.  The  vessel's  interior 
diameter  is  widened  to  again  permit 
sufficient  blood  flow.  Recuperation  is 
much  speedier  and  the  cost  much 
lower  than  for  a  surgical  bypass — 
$5,000  on  average. 

In  most  cases  where  a  choice  is  pos- 
sible, angioplasty  has  been  proved 
preferable  to  surgery.  But  physicians 
are  sometimes  too  quick  to  recom- 
mend slice-'em-open  surgical  proce- 
dures, says  surgeon  Shumway.  "There 
is  no  doubt  coronary  surgery  has  been 
applied  in  almost  too  many  cases. 
That  same  misuse  is  happening  with 
balloon  angioplasty.  The  guys  who 
use  it  are  fearless.  It's  an  out-of-con- 
trol  enthusiasm  that  will  settle  down 
as  its  limitations  are  recognized." 

The  limits  are  significant.  The  tor- 
tuous bends  in  arteries  plus  hourglass 
configurations  of  plaque  make  it  diffi- 


cult to  reach  ever>'  diseased  area  with 
a  balloon.  Vessels  totally  obstructed 
by  stiff  and  even  calcified  deposits  are 
impenetrable.  Moreover,  in  up  to  30% 
of  the  cases  where  treatment  is  per- 
formed, some  narrowing  of  arteries 
recurs  within  six  months  anyway. 

Scientists  believe  the  excimer  laser 
can  overcome  these  limitations.  Soft 
or  hard,  wide  opening  or  none  at  all, 
the  laser  beams  should  be  able  to  zap 
the  plaque.  The  Cedars-Sinai  research 
team  believes  the  excimer  laser  actu- 
ally ruptures  the  molecular  and 
chemical  bonds  of  the  atherosclerotic 
plaque,  rather  than  burning  it,  as  do 
other  lasers. 

Specifically,  the  physicians  obliter- 
ate plaque,  3  microns  at  a  time,  by 
using  excimer  energy  bursts  as  brief  as 
10-billionths  to  250-billionths  of  a 
second.  "The  excimer  is  better  than  a 
diamond  knife,"  says  Robertson  of 
the  National  Institutes  of  Health.  "It 
gives  a  very  clean  and  smooth  finish 
and  is  less  likely  to  cause  blood  clots 
to  form  later,  which  could  cause  a 
heart  attack." 

One  of  the  more  remarkable  fea- 
tures of  the  device  is  that  it  allows 
physicians  actually  to  see  inside  a 
blood  vessel  without  first  cutting  it 


open.  Just  as  with  angioplasty,  a 
catheter  is  threaded  up  from  the  arm 
or  groin  into  the  coronary  arteries  of 
the  heart.  Yet  this  catheter  carries 
some  5,000  tiny  and  extremely  flexi- 
ble glass  fibers  bundled  together  in- 
side it.  An  outer  ring  of  fibers  shines 
light  and  transmits  the  laser  beam. 
These  fibers  encircle  a  central  core  of 
fibers  that  are  tipped  with  a  tiny  lens 
connected  to  an  external  camera. 
The  camera,  in  turn,  is  hooked  up  to 
a  monitor,  enabling  the  physician  to 
see  precisely  where  the  catheter  tip 
is  at  any  moment,  and  exactly  what 
he  is  zapping. 

Various  other  kinds  of  lasers  are 
already  in  limited  use  in  treating  coro- 
nary disease: 

•  Since  last  year  surgeons  at  the 
Texas  Heart  Institute  have  used  hand- 
held carbon  dioxide  lasers  to  remove 
plaque  in  blood  vessels  exposed  dur- 
ing bypass  surgery. 

•  Cardiologists  at  Beth  Israel  Hospi- 
tal in  Boston  are  combining  a  so- 
called  neodymium  YAG  laser  with 
balloon  angioplasty.  After  the  artery 
is  dilated,  the  laser  passes  through  the 
balloon  to  thermally  seal  the  flat- 
tened plaque  against  the  vessel  wall. 

•  At  the  University  of  Florida  in 


148 


FORBES,  JULY  28,  1986 


"I  need  a  large 

telecommunii 

"I  need  voice  only." 

"I  need  voice  and 

"I  need  digital  swi 

"I  need  transmission  ( 

^1  need  tie  lines? 

'1  need  WATS 

"I  need  multiple  lo] 
hook-uDs!' 


ttom-tailoreil 
kms  systemr 


"One  company 
can  handle  all  your 
y  y  telecommunications 


59 


ing. 

nnent" 


n 


listance 


needs?  GEE!" 


(No,  GTE!) 

Perhaps,  right  now,  you  have  only  one 
small  need.  Then  again,  you  may  need 
your  entire  telecommunications  system 
revamped. 

Whatever  the  situation,  you  can  count 
on  your  GTE  account  manager  to  solve 
your  every  problem. 

If  you  do  need  a  new,  updated  system, 
first  we'll  make  a  complete  audit  and  anal- 
ysis of  your  current  one.  Then,  with  the 
help  of  experts  in  all  the  various  tele- 
communications areas,  we'll  develop  a 
communications  management  plan  spe- 
cifically tailored  to  your  business  needs. 

The  plan  will  include  recommenda- 
tions for  local  telephone  services,  office  sys- 
tems (including  office  automation  equip- 
ment ),  and  any  complementary  communi- 
cations services  that  should  be  considered 
(cellular  mobile  phones,  radio  paging, 
etc.).  We'll  even  recommend  alternative 
long-distance  services,  if  you  wish. 

After  the  plan  is  implemented,  your 
GTE  account  manager  will  continue  to 
stay  in  touch  with  you.  Helping  you.  Ad- 
vising you.  Keeping  you  one  step  ahead. 

Call1-800-GEE-NO-GTE 


Superdocs  of  the  heart 


Every  cardiovascular  procedure  or  surgical  technique 
has  its  superstars,  and  the  future  will  no  doubt 
produce  a  fair  number  o'  percutaneous  laser  angioplas- 
tic  virtuosos  as  we  i.  Meanv/hile,  herewith  follows  a 
look  at  some  of  c  'r  .liology's  current  A-team  members. 

William  DcVric;3  is  a  Brooklyn-bom  Mormon  with  a 
unique  distinction:  He  is  the  only  surgeon  federally 
authorized  to  perform  permanent  artificial  heart  trans- 
plants. Unfortunately,  only  one  of  the  four  patients  he 
has  so  far  implanted  with  a  [arvik-Z  heart,  William 
Schroeder,  remains  alive  today.  DeVries  has  an  agree- 
ment with  Humana  Inc.,  financier  of  the  artificial  heart 
implants,  to  perform  another  100  implants.  The  42- 
year-old  surgeon's  workaholic  nature  forces  his  wife, 
Karen,  to  bring  their  seven  children  regularly  to  the 
Humana  Hospital  in  Louisville,  Ky.,  since  that  is  about 
the  only  place  they  can  ever  see  Daddy. 

Unlike  surgeon  DeVries,  Geoffrey  Hartzler,  39, 
doesn't  cut  out  bad  hearts,  he  clears  clogged  arteries, 
using  balloon  angioplasty.  His  team,  based  at  St.  Luke's 
Hospital,  Kansas  City,  Mo.,  performs  about  1,400  an- 
gioplasties a  year,  many  on  heart  attack  victims,  as  well 
as  on  patients  too  fragile  to  undergo  multiple  coronary 
bypass  surgery.  Hartzler  resolved  this  year  to  reduce  his 
emotional  and  physical  stress  by  cutting  his  schedule 
from  five  angioplasties  a  day  to  three.  And  he  is  making 
more  time  for  his  recent  second  marriage,  having 


learned  from  his  first  that  a  life  of  nonstop  angioplasties 
can  cool  even  the  most  ardent  romance. 

Cleveland  Clinic  Foundation's  chief  cardiac  surgeon, 
Floyd  Loop,  intended  to  follow  in  his  father's  footsteps 
as  a  country  doctor  in  rural  Indiana.  Somehow  he  got 
sidetracked  and  for  the  last  18  years  has  been  a  coronary 
bypass  surgeon.  After  more  than  10,000  cardiac  opera- 
tions. Loop  is  widely  regarded  as  one  of  the  country's 
best.  Whether  it  be  heart  surgery  or  baseball,  every  star 
has  his  own  distinctive  move,  and  in  Loop's  case  it 
involves  using  an  artery  from  the  patient's  chest  rather 
than  a  vein  from  the  leg  to  graft  into  the  heart  muscle. 
Loop,  49,  has  not  completely  forsaken  his  country 
ways.  Every  chance  he  gets  he  races  home  to  putter  in 
his  garden — garden  in  this  case  being  part  of  Loop's  46- 
acre  estate  outside  Cleveland. 

Highest  of  all  in  the  firmament  is  Norman  Shumway, 
63,  the  heart  transplant  surgeon  of  Stanford  University 
Medical  Center  in  Palo  Alto,  Calif.  More  than  2,900 
heart  transplants  have  been  performed  in  the  world 
since  Dr.  Christiaan  Barnard  did  the  first  in  1968,  but 
no  surgeon  has  had  more  success  with  the  procedure 
than  Shumway.  His  group  happily  reports  that  of  the 
399  hearts  the  team  has  transplanted  in  18  years,  183 
are  pumping  strongly  today.  Shumway  is  still  the  lead 
surgeon  on  a  dozen  of  the  50  transplant  cases  Stanford 
handles  annually. — Matthew  Schifrin 
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Gainesville,  Dr.  George  Abela  has 
used  an  argon  laser  to  melt  occlusions 
in  the  totally  blocked  peripheral  arter- 
ies of  15  men  aged  50  to  70.  Unfortu- 
nately, argon  lasers  generate  tempera- 
tures as  high  as  600  degrees  centi- 
grade, risking  what  Abela  calls 
thermal  burn.  "We're  trying  to  avoid 
cooking  the  tissue,"  he  adds.  How 
serious  this  risk  is  remains  unknown. 

•  Boston  University  Medical  Cen- 
ter has  recently  begun  experimenting 
with  a  hot-tipped  laser  on  both  hu- 
man coronary  as  well  as  leg  arteries. 
Unlike  the  excimer  laser,  which  not 


only  is  a  low-heat  device  but  can  be 
aimed  with  great  precision,  the  BU 
device  blasts  large  sections  of  arteries 
with  temperatures  as  high  as  400  de- 
grees centigrade. 

Whatever  the  particular  technique 
used,  treating  atherosclerosis  with  la- 
sers raises  a  number  of  questions  that 
can  be  answered  only  through  clinical 
trials.  How  well  does  tissue  heal  after 
it's  lased?  Which  laser  may  cause  the 
tissue  to  give  rise  to  a  blood  clot  later? 

"We  don't  know  enough  yet  clini- 
cally to  say  that  once  a  vessel  is  re- 
opened it  will  stay  that  way  long 
enough  to  warrant  the  procedure,"  an- 
swers Dr.  Warren  Grundfest,  the  di- 
rector of  surgery  and  research  on  Ce- 
dars-Sinai's laser  team.  "But  if  you're 
the  patient,  you'd  rather  have  a  minor 
surgical  procedure  several  times  than 


a  bypass.  We  want  to  reduce  the  num- 
ber of  surgical  operations  or  use  com- 
binations of  techniques." 

The  ultimate  challenge  to  medical 
science,  of  course,  is  to  find  out  how 
to  prevent  atherosclerosis  from  af- 
flicting people  in  the  first  place.  "The 
challenge  is  to  determine  the  causes 
and  how  to  control  atherosclerosis," 
says  Dr.  Kenneth  Shine,  dean  of  the 
University  of  California  at  Los  Ange- 
les medical  school  and  president  of 
the  American  Heart  Association. 
"These  other  procedures  are  exercises 
that  deal  strictly  with  the  problems  of 
the  plumbing." 

Granted,  but  when  one  does  need  a 
plumber,  one  wants  him  to  do  the  job 
as  neatly,  painlessly  and  inexpensive- 
ly as  possible. — G.B. 
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The  facility  of  tomorrow. 


You  can  be  sure  that  The  Austin  Company 
will  be  designing  it. ..wherever  it  is. 

Austin  is  the  leading  advocate  of  single- 
source  responsibility  for  facility  design  and 
construction.  It  is  this  complete  service 
approach  that  makes  it  possible  to  combine 
today's  materials  and  design  techniques  with 
leading-edge  technology  to  produce 
buildings  for  tomorrow. 

In  fact,  at  Austin,  we're  engineering 
systems  and  structures  right  now  that  are 
designed  to  be  as  efficient  in  the  year  2010 
as  they  are  today. 

If  you  are  planning  a  building,  you  can 
talk  to  people  who  are  talking  about  the 
facility  of  tomorrow. ..or  you  can  work  with 
the  company  that's  already  designing  and 
constructing  it. 

The  Austin  Company,  Cleveland,  Ohio 
44121.  (216)382-6600, 


THE  AUSTIN 
COMPANY 


CONSULTANTS 
DESIGNERS 
ENGINEERS  / 
CONSTRUCTORS  J 


^GO.  CLEVELAND.  HOUSTON.  KANSAS  CITY.  LOS  ANGELES.  NEW  YORK.  SEATTLE  •  AMSTERDAM.  LONDON,  MADRID.  SYDNEY,  TORONTO  •  MILAN.  SAO  PAULO 


Persanal  Affairs 


Edited  by  William  G.  Flanagan 


Millions  of  homeowners  are  queueing  up 
to  refinance  their  houses.  Here  are  some 
ways  to  speed  up  the  process. 


The  refinancing 
shuffle 


By  Haiy  Knntz 


1IKE  HUNDREDS  of  thousands  of 
_  other  homeowners,  a  few 
I  months  ago  Jack  McAleer  felt 
pretty  smart.  He  managed  to  nail 
down  a  commitment  for  a  9.75%,  30- 
year  fixed-rate  mortgage,  a  full  325 
basis  points  below  the  original  13% 
loan  he  took  out  when  he  bought  his 
suburban  Philadelphia  house  three 
years  ago.  The  new  mortgage  should 
save  McAleer  about  $170  per  month 
in  payments. 

But  it  has  now  been  four  months — 
and  $680  in  extra  payments — since 
McAleer  applied  for  the  refinancing, 
and  he  has  yet  to  close.  Worse,  his 
lender,  Margaretten  Co.,  tells  him 
that  his  commitment  period  has  ex- 
pired. Instead  of  the  low 
rate  he  thought  he  had 
locked  in,  he  was  left  with 
the  unpleasant  choice  of 
taking  the  current  market 
rate,  about  10.5%,  or 
starting  the  whole  process 
over  with  a  new  lender 
"Needless  to  say,  I'm 
pissed  off  about  the  wholi 
thing,"  says  McAleer. 

McAleer  and  others 
blame  lenders  for  using 
bait-and-switch  tactics 
and  for  advertising  rates 
and  terms  they  can't  de- 
liver. Lenders  say  that 
they  were  broadsided  by 
an  unprecedented  demand 
for  mortgages.  They  also 
argue  that  they  can't  be 


held  responsible  for  delays  caused  by 
appraisers,  title  insurers  and  credit 
bureaus. 

The  statistics  are  mind-bending. 
There  were  some  $735  billion  worth 
of  residential  mortgages  written  be- 
tween 1980  and  1984,  at  an  average 
rate  of  12.8%.  When  mortgage  rates 
finally  dipped  below  10%  this  spring, 
homeowners  holding  those  high-rate 
mortgages  stampeded  to  refinance  at 
or  near  single-digit  rates. 

This  year  alone  the  Mortgage  Bank- 
ers Association  figures  2  million  peo- 
ple will  trade  in  their  old,  higher-rate 
mortgages,  compared  with  over  a  half 
million  last  year.  Refinances  now  ac- 
count for  almost  half  the  new  mort- 
gage applications  at  many  institu- 
tions and  have  recently  run  as  high  as 


Sal  Ferris,  Califoniia  iMmeoimer 

Success  after  months  of  bugging  the  loan  officer. 


80%  at  some  lenders. 

At  the  beginning  of  March,  Bank 
Western,  a  Denver  thrift,  had  400 
mortgage  applications  in  process. 
Three  weeks  later  it  had  over  1,400. 
They  kept  coming  in  strong  through 
the  spring,  with  only  a  light  slacken- 
ing in  refinances  in  June. 

"You  can  call  it  a  tidal  wave.  In  my 
25  years  in  the  business,  this  is 
remarkable,"  says  Sid  Papedo,  execu- 
tive vice  president  at  Bank  Western. 
"In  March  something  triggered  the 
marketplace  to  just  stampede  to  the 
mortgage  lenders.  It's  completely 
overwhelmed  the  mortgage  loan-de- 
livery system  across  the  country." 

Delays  are  longest  for  mortgage  re- 
finances, which  fall  to  the  bottom  of 
the  pile.  A  new  mortgage,  as  opposed 
to  refinancing,  has  a  stronger  claim  on 
a  lender's  attention  for  two  reasons. 
First,  because  a  house  sale  is  at  stake. 
Second,  because  everyone  involved, 
from  the  lender  to  the  appraiser, 
knows  that  when  this  refinancing 
scramble  is  over,  he  will  once  again  be 
dependent  on  the  sales  brought  in  by 
real  estate  agents  and  builders. 

Almost  any  lender  you  go  to  these 
days  will  be  swamped.  But  that  alone 
is  no  reason  to  postpone  refinancing. 
Remember,  if  you  have  a  $100,000 
mortgage  at,  say,  13%,  refinancing  at 
10.5%  could  save  you  S192  per  month 
(excluding  points  and  fees,  of  course). 

It  pays  to  shop  rates  and  points. 
Start  with  a  service  like  HSH  Asso- 
ciates in  New  Jersey  or  Peeke  LoanFax 
in  Washington,  D.C.  For  $20  or  less 
they  will  provide  a  listing  of  available 
mortgage  terms. 

Then  it  is  time  to  get  on  the  phone, 
and  expect  a  lot  of  busy  signals.  Not 
only  are  potential  borrowers  burning 
up  the  phone  lines,  so  are  those  whose 
applications  are  still  in  limbo.  "You 
mean  you're  not  calling  to  complain 
about  your  mortgage?" 
asked  one  harried  mort- 
gage banker  when  Forbes 
contacted  his  office.  Phil- 
ip Mahoney  runs  the  An- 
nandale,  Va.  office  of 
Cameron-Brown,  a  na- 
tional mortgage  banker. 
Despite  staff  increases, 
his  loan  processors  are 
still  putting  in  16-hour 
days,  plus  weekends,  try- 
ing to  meet  60-day  com- 
mitments made  last 
spring.  Because  of  the 
glut,  Cameron-Brown  no 
longer  locks  in  an  interest 
rate  until  after  the  ap- 
praisal has  been  received. 

When     you     do  get 
through,  in  addition  to 


ates  and  points,  ask  about  fees.  Many 
enders  have  increased  mortgage  ap- 
(lication  fees,  partly  to  stem  traffic, 
,nd  partly  to  discourage  borrowers 
rom  applying  all  over  town  in  an  at- 
empt  to  get  the  lowest  and  fastest 
oan.  In  all,  the  appraisal,  credit  report 
nd  processing  and  document  fees  can 
ost  $700  or  more. 

Many  lenders  have  also  stopped  giv- 


ing lock-in  periods  altogether.  The 
customers  gripe  that  this  allows  the 
lenders  to  keep  them  on  the  fence 
until  rates  rise.  But  given  the  volume 
surge  and  consequent  delays  all  the 
way  through  the  mortgage  process, 
lenders  claim  they  have  little  choice. 

If  you  do  lock  in  a  rate,  find  out  how 
long  that  commitment  stands.  Most 
lenders  claim  that  if  a  delay  is  their 


fault,  you  will  still  get  the  original 
rate.  Ask  what  happens  if  a  third  par- 
ty, such  as  the  appraiser  or  title  com- 
pany, holds  things  up. 

Once  you  choose  a  lender,  read  ev- 
erything on  the  application,  including 
the  fine  print.  Be  sure  you  understand 
it  all.  Then  do  everything  you  can  to 
make  the  paperwork  flow  smoothly 
from  your  end. 
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Jack,  Joan  and  hah)'  Conor  McAlcer 

Four  months,  $680  in  lost  savings,  and  still  no  mortgage. 


For  several  years  now,  other  aircraft  manufacturers  have 
been  trying  to  design  and  build  airplanes  that  could  run  in 
the  same  league  with  our  Gulfstream  III. 

And  we  understand  their  motivation. 

The  Gulfstream  III  has  been  the  overwhelming  choice  of 
a  high-performance,  long-range  executive  jet  in  the  most 
demanding,  sophisticated  and  prestigious  arena  in  the  busi- 
ness aircraft  market.  As  a  result,  more  than  165  Gulfstream 
Ills  are  at  work  today  with  the  world's  major  corporations 
and  governments,  flying  their  key  executives  and  officials 


into  every  corner  of  the  globe. 

We've  all  seen  concepts  of  what  others  think  it  takes  to 
overtake  the  Gulfstream  III. 

One  was  a  wider  cabin.  Another  was  three  engines.  But 
as  good  as  the  airplanes  are  that  came  from  those  ideas,  the) 
couldn't  catch  up  with  the  Gulfstream  III.  Maybe  that's  whj 
they  never  caught  on  as  alternatives  to  it. 

The  most  recent  competitive  concept  promises  something 
for  everyone:  a  wider  and  higher  cabin,  three  engines,  and  a 
hundred  more  miles  of  range 


There  is  no  way  they  can  catch  up  with  this  one. 


GULFSTREA 


One  thing  we've  learned  in  twenty-five  years  of  designing 
and  building  airplanes  is  that  it's  always  better  to  set  the 
pace  and  let  others  try  to  catch  up. 

Consequently,  we've  spent  our  time  developing  business 
aircraft  that  not  only  fill  specific  needs,  but  set  the  standards 
for  superiority  in  doing  it. 

That's  how  the  Gulfstream  I  came  about.  And  the 
Gulfstream  11.  And  the  Gulfstream  III. 

And  now  there's  the  Gulfstream  IV. 

We  made  sure  this  amazing  airplane  satisfies  every  demand 
the  most  professional  business  aircraft  operators  are  going  to 
put  on  their  airplanes  for  the  balance  of  this  century 


They  want  the  range  to  not  only  create  totally  new  city- 
pair  combinations,  but  to  utilize  the  most  efficient  and 
prudent  routes  for  long  intercontinental  flights.  Only  the 
Gulfstream  IV  lets  them  do  it. 

They  need  the  speed  to  make  a  5,000  statute  mile  flight 
non-stop  in  about  9  hours.  Only  the  Gulfstream  IV  can  do  it 

Along  with  range  and  speed,  it's  imperative  they  have  a 
cabin  with  the  size  and  environment  that  encourages  utiliza 
tion  of  the  airplane  to  its  maximum.  Only  the  Gulfstream 
IV  provides  it. 

They  want  aircraft  systems  and  flight  management  tech- 
nology more  advanced  than  those  in  commercial  airliners. 


.nd  as  good  an  airplane  as  it  may  turn  out  to  be,  evalu- 
t  carefully  and  you  find  it's  still  just  about  where  the 
fstream  III  started. 

s  cabin  isn't  as  long,  so  an  inch  or  two  more  in  circum- 
ice  hasn't  made  it  more  spacious  than  the  cabin  of  the 
fstream  III. 

s  three  engines  sound  like  a  comforting  idea,  but  even 
airlines  decided  two  are  enough  for  a  modern  airplane. 
I  the  Gulfstream  III  has  two  of  the  most  reliable  turbo 
engines  ever  put  on  an  executive  jet. 


Its  range  advantage  over  the  Gulfstream  III,  which  looks 
good  on  paper,  turns  out  to  be  fifteen  minutes  more  in  the 
air  That's  not  exactly  what  Gulfstream  III  pilots  would  call 
a  quantum  leap  in  their  flight  planning  opportunities. 

So  as  hard  as  they've  been  trying,  it  seems  to  us  our  com- 
petitors haven't  yet  caught  on  to  what  it  takes  to  build  an 
airplane  that's  going  to  catch  up  with  our  Gulfstream  III, 
much  less  go  beyond  it. 
But  we  know. 

It  takes  a  concept  so  advanced,  it's  revolutionary 


/  the  Gulfstream  IV  gives  it  to  them, 
hey  want  an  airplane  that  is  as  fuel-efficient  and  quiet 
flying  machine  can  be.  The  Gulfstream  IV  is  all  of 
e  things,  too. 

wasn't  easy  getting  to  the  Gulfstream  IV. 

took  a  new  wing.  New  engines.  New  computerized  flight 

■mation  systems.  New  technology  in  structures.  New  com- 

jnts.  Even  new  techniques  in  the  way  we  build  airplanes. 

ut  we  got  there.  With  a  concept  so  advanced,  it's 

lutionary 


Along  the  way  we've  also  earned  firm  orders  for  more 
than  85  Gulfstream  IVs.  which  we  believe  is  the  biggest 
backlog  ever  enjoyed  by  a  new  executive  jet  aircraft. 

Now,  others  may  tell  you  their  airplanes  are  competing 
with  the  Gulfstream  IV. 

The  truth  is,  it's  alone  on  the  track. 


The  ultimate  in  business  aircraft  ^ASi 
will  always  be  a  Gulfstream.  ^"'ms'^c'^ 


re  in  a  unique  position  to  work  with  you  to  develop  an  attractive  financing  plan  for  the  purchase  of  a  new  Gulfstream  Hi  or  to  construct  a 
arrangement  with  extremely  favorable  terms.  To  discuss  a  proposal,  call  or  write  Gulfstream  Marketing,  Gulfstream  Aerospace  Corporation, 
Box  2206,  Savannah,  Georgia  31402  U.S.A.  Telephone:  (912|  964-3274.  Telex:  804705. 


Broken  ARMs 


In  the  early  1980s  many  thrift 
institutions  were  being  pulled 
apart  on  the  rack  of  spiraling  inter- 
est rates.  Their  bones  are  still 
creaking.  In  their  portfolios  were, 
and  still  are,  billions  in  fixed-rate 
mortgages  at  single-digit  rates, 
while  savers  demanded  double-dig- 
it rates  on  their  CDs  and  money 
market  accounts. 

Never  again,  they  screamed,  and 
the  adjustable-rate  mortgage  was 
born.  Let  the  borrowers  take  the 
nsk  of  rates'  going  through  the 
roof,  the  lenders  said,  and  the  S&Ls 
would  simply  live  on  the  spread. 

The  ARM  promised  salvation. 
At  first,  borrowers  went  along  with 
ARMs  because  they  often  had  no 
choice.  With  their  lower  rates, 
they  were  the  only  mortgages  for 
which  many  borrowers  could  qual- 
ify. By  August  1984,  68%  of  mort- 
gage originations  were  ARMs. 

But  as  rates  have  fallen,  borrow- 
ers have  made  it  very  clear  that 
they  don't  want  the  interest  rate 
risk,  either,  thank  you.  With  short- 
term  interest  rates  now  very  close 
to  long-term  rates  (in  May  only  55 
basis  points  separated  ARMs  from 
fixed-rate  mortgages),  only  27%  of 
mortgage  applicants  went  for 
ARMs  (see  chart,  above). 

Worse,  existing  mortgage  hold- 
ers are  bailing  out  of  ARMs,  de- 
spite the  free  ride  they  have  en- 
joyed down  to  single  digits.  Rather 
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than  risk  another  spike  in  interest 
rates,  ARM  borrowers  are  refinanc- 
ing at  fixed  rates. 

What  can  thrifts  do?  Some  large 
California  S&.Ls  are  adding  even 
more  sweeteners  to  their  ARMS, 
and  attracting  plenty  of  business. 
Great  Western  Financial  Corp.,  for 
example,  has  built  its  portfolio  to 
more  than  80%  ARMs,  and  that 
percentage  is  still  growing.  For 
years  the  thrift  wouldn't  even  offer 
a  fixed-rate  mortgage.  Today  it  will 
give  you  one  at  11.5%,  plus  two 
points  and  $200 — intentionally 
high.  Senior  Vice  President  Ian 
Campbell  admits.  It  wants  to  be 
sure  of  selling  that  mortgage  in  the 
secondary  market;  it  won't  stay  in 
the  S&L's  portfolio. 

Adjustables,  on  the  other  hand, 


now  go  for  8.5%  and  1.5  points, 
plus  $200.  The  loans  are  fully  as- 
sumable  and  have  no  prepayment 
penalty.  While  the  rate  is  adjusted 
monthly,  the  borrower's  payments 
remain  constant,  at  least  for  a  year 
at  a  time.  Payments  change  annu- 
ally, but  by  no  more  than  7.5%.  If 
rates  go  down,  the  extra  dollars 
retire  principal.  If  rates  go  up,  nega- 
tive amortization  kicks  in. 

The  fact  that  Great  Western's 
major  competitors  in  California 
are  also  pushing  adjustables — for 
both  home  sales  and  refinancing- 
no  doubt  makes  it  easier  to  sell 
them.  But  it  is  also  doing  well  with 
the  ARMs  in  Florida  and  eight  oth- 
er states.  So  even  risk-averse  bor- 
rowers can  be  won  over  if  the  price 
and  terms  are  right. — John  Hayes 


Sal  Ferris,  a  homeowner  in  Alame- 
da, Calif.,  tracked  the  progress  of  his 
application  with  frequent  phone  calls 
to  his  loan  officer.  He  was  thus  able  to 
prevent  a  delay,  by  helping  to  get  addi- 
tional verification  of  income  and  in- 
surance data. 

Gather  requested  documents  like 
canceled  pay  stubs  and  canceled 
mortgage  payment  checks.  If  the  ap- 
plication calls  for  a  survey  as  quickly 
as  possible,  find  out  if  your  old  one  is 
still  good.  But  bear  in  mind  that  any 
major  improvements  will  probably 
make  it  obsolete. 

Provided  your  application  is  in  or- 
der, your  next  major  hurdle  is  the 
appraisal— the  biggest  source  of  de- 
lays. Raymond  Vomero,  president  of 
an  appraisal  firm  in  New  York,  used 
to  pride  himself  on  turning  around  an 
assignment  in  ten  working  days.  To- 
day he  has  a  five-  to  six-week  backlog, 
even  after  adding  five  full-time  and 
five  part-time  employees  to  his  18- 


person  firm.  Crews  leave  the  office  at 
7:00  a.m.  and  don't  knock  off  until 
7:00  p.m.  Two-thirds  of  that  backlog 
is  for  refinances.  Like  everyone  else  in 
the  mortgage  process,  Vomero  gives 
priority  to  mortgages  for  sales  over 
refinances. 

Usually,  lenders  either  have  their 
own  in-house  appraiser  or  they  ar- 
range for  the  service  themselves  with 
specified  firms.  But  you  may  be  able 
to  take  matters  into  your  own  hands. 
"Lenders  have  been  pretty  strict 
about  sticking  to  their  approved  ap- 
praiser list.  But  it's  gotten  to  the  point 
where  they're  saying  to  the  individ- 
ual, 'Fine,  if  you  can  take  care  of  it, 
you  deal  with  it,'  "  says  Don  Boucher, 
who  heads  his  own  appraisal  firm  in 
Washington,  D.C. 

While  your  lender  may  not  be  inter- 
ested in  arranging  a  higher  fee  for  fast- 
er service,  you  might  be,  especially  if 
the  meter's  ticking  on  your  lock-in 
period.  "I'm  not  in  the  business  of 


gouging,"  says  Boucher,  who  normal- 
ly charges  $250  for  a  residential  ap- 
praisal. "But  some  of  the  time,  where 
the  pressure's  high  and  the  deal  was 
going  to  fall  apart  and  everyone  was 
going  to  lose  money,  I've  charged  a 
premium." 

The  next  hurdle  is  credit  bureaus. 
TRW  last  year  turned  around  mort- 
gage credit  reports  in  under  a  week.  By 
late  spring  delivery  was  taking  as  long 
as  six  weeks,  though  now  it  says  it  has 
whittled  the  backlog  down  to  three 
weeks.  TRW  and  other  mortgage  cred- 
it reporters  manually  check  credit  and 
employment  references.  That  process 
takes  several  days  at  the  best  of  times, 
but  creditors  and  employers  them- 
selves are  choking  on  the  increase  in 
such  requests. 

Suggestion:  As  soon  as  you  start 
shopping  for  a  mortgage,  order  a  credit 
report  from  the  major  bureaus  in  your 
city  and  check  them  for  accuracy. 
Correcting  an  error  can  take  several 
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Now,  with  a  smoothen  milder  taste, 


SURGEON  GENERAL'S  WARNING:  Cigarette 
Smoke  Contains  Carbon  Monoxide. 
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weeks.  And  alert  your  employer  you 
have  applied  for  refinancing,  so  em- 
ployment and  salary  information  will 
be  promptly  verified. 

While  irate  consumers  may  be  con- 
vinced that  lenders  nowadays  are  de- 
hberately  stalling  on  mortgages  in  the 
hopes  of  closing  at  higher  rates,  lend- 
ers insist  that  is  seldom  the  case.  The 
simple  fact  is,  most  lenders  don't  care 
what  the  rate  is,  since  most  fixed-rate 
mortgages  arc  promptly  sold  into  the 
secondary  market,  often  through  Gin- 
nie  Mae  or  Freddie  Mac.  "We  get  a  fee 
for  servicing  the  loan,  whether  it's  at 
13%  or  9%,"  says  Edward  Blau,  chief 
administrative  officer  of  Margaretten. 
"And,  as  a  matter  of  fact,  we'd  rather 
have  it  at  9%,  because  the  13%  is 
going  to  get  paid  off.  If  we  don't  refi- 
nance it,  someone  else  will." 

The  emergence  of  this  secondary 
market  for  mortgages  has  created  an- 
other headache  for  lenders:  a  loss  of 
autonomy.  Granting  a  mortgage  is 
seldom  up  to  the  president  of  your 
local  S&.L,  no  matter  how  faithful  a 
customer  you've  been  or  for  how  long. 
He  has  to  satisfy  the  demands  of  the 
investor  who  buys  the  loan  from  the 
bank.  Those  demands  may  seem 
picky  and  repetitive,  especially  if 
you're  refinancing  a  loan  that's  only  a 
few  years  old  with  the  same  lender, 
and  you  are  the  same  person,  with  the 
same  job,  in  the  same  house. 

But  unless  the  lender  plans  to  keep 
the  mortgage  for  his  own  portfolio 
(which  some  S&.Ls  are  still  doing) 
you'll  have  a  tough  time  getting 
around  the  checklist.  "Those  require- 
ments have  increased  four-  or  fivefold 
in  intricacy  since  the  advent  of  the 
secondary  market,"  says  Daniel 
Bixler,  president  of  Bixler  Real  Estate, 
a  large  real  estate  broker  and  mortgage 
banker  in  northern  Westchester 
County  in  New  York.  "There's  no 
room  for  personal  judgment." 

Some  lenders  like  Citicorp  bypass 
outside  mortgage  packages  and  put 
together  their  own  mortgage-backed 
securities.  John  Maco,  vice  president 
at  Citibank,  says  this  allows  more 
flexibility  and  results  in  faster  mort- 
gages. "For  example,  we  only  ask  for 
the  most  recent  pay  stub  to  check 
employment  and  pay,  instead  of  send- 
ing out  a  form  to  the  employer."  Maco 
says  most  mortgages  are  now  closed 
in  about  25  days,  compared  with 
about  15  in  more  normal  periods. 

What  can  you  do  if  your  application 
gets  nowhere  after  months,  or  if  your 
lender  tries  to  change  the  terms  at  the 
last  minute? 

You  can  complain  to  your  state 
banking  department  or  the  attorney 
general's  office.  (Mortgage  companies 


are  not  regulated  by  banking  authori- 
ties in  all  states.)  What  happens  next 
depends  partly  on  where  you  live.  In 
New  York,  where  the  Banking  De- 
partment gets  as  many  as  60  mort- 
gage-related phone  complaints  a  day, 
regulators  believe  lenders  should 
meet  their  guaranteed  lock-in  rates 
unless  they  can  prove  the  consumer 
caused  the  delay.  "No  one  made  them 
[the  lenders]  sign  those  agreements," 
says  a  spokesman.  "If  the  appraisals 
and  title  companies  were  backed  up, 
the  lenders  should  have  known." 

Will  you  get  any  satisfaction?  Prob- 
ably not.  New  York  says  it  will  try  to 
act  on  the  complaint  within  a  month, 
but  increased  demand  has  them 
backed  up  as  well. 

In  some  states,  such  as  Pennsylva- 
nia, the  authorities  consider  the  prob- 
lem of  expired  commitments  a  con- 
tract dispute  that  has  to  be  settled  in 
court.  You'll  have  your  day,  but  at  a 
price.  Besides  your  legal  fees,  a 
lengthy  lawsuit  will  cost  you  lost  sav- 
ings in  payments  every  month. 

A  better  idea  is  to  persevere  in  put- 
ting heat  on  the  lender.  If  you  use 
your  lawyer  to  handle  the  refinancing, 
chances  are  that  is  exactly  what  he 


By  JefF  Bloch 

It's  a  tempting  fantasy.  Your 
boss — the  one  who  blames  you  for 
his  mistakes,  takes  credit  for  your 
good  ideas  and  clearly  is  running  the 
department  into  the  ground — has 
been  fired.  At  last  you'll  have  your 
chance  to  shine,  perhaps  even  get  his 
job,  right? 

Wrong.  The  forced  departure  of  a 
boss  can  easily  become  a  rude  awak- 


will  do.  Anderson,  Banks,  a  law  firm 
in  Mount  Kisco,  N.Y.,  40  miles  north 
of  New  York  City,  handles  about  50 
closings  a  month.  Partner  William  F. 
Banks  says  that  now  he  must  exert 
more  pressure  than  ever  to  get  lenders 
to  the  closing  table.  In  some  cases  his 
firm  has  made  up  to  70  calls  for  one 
mortgage,  and  50  is  usual  right  now. 

Another  arrow  in  your  quiver,  iron- 
ically enough,  is  the  paper  glut  itself. 
It  took  Citicorp  two  months  to  com- 
plete Jeffrey  Charatz'  refinancing, 
which  closed  in  May.  Considering  the 
severe  crunch  then,  not  a  bad  turn- 
around at  all.  Fie  had  elected  to  lock 
in  a  rate  of  9.875%.  Although  rates 
had  dropped  another  fraction  of  a 
point  by  his  closing  date,  he  was  will- 
ing to  accept  that.  But  what  he  was 
not  willing  to  accept  was  paying  three 
points  up  front  for  the  origination  fee 
when  new  applicants  were  only  pay- 
ing 1.5  points.  "I  called  them  up  and 
said  I  was  just  going  to  reapply.  I'll 
throw  away  my  $250  application  fee 
to  save  $1,500.  They  said  'We  have 
already  got  so  much  paperwork 
around  here,  we  will  give  you  the 
point  and  a  half,  just  don't  give  us  any 
more  paperwork.'  " 


ening  for  those  left  behind.  You  might 
well  be  the  next  to  go — when  the  new 
broom  starts  sweeping.  Or  maybe 
your  new  boss  will  be  even  worse 
than  the  one  you  lost. 

"You'd  be  silly  to  be  euphoric  about 
it.  Unless  there  were  real  signals  that 
you  were  going  to  take  over,"  says 
Clifford  Benfield,  president  of  Fiay 
Career  Consultants,  an  outplacement 
firm.  "You  know  the  enemy  you  have. 
You  don't  know  the  one  you're  get- 


Careers 


So  they^  canned  your  boss.  What  do  you  do 
now?  Get  your  resume  ready,  of  course, 
but  dont  be  too  quick  to  quit. 


The  line  of  fire 
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en  a  wagon  is  a  great  road  ear, 
this  is  what  it  looks  like. 


\e  idea  that  a  wagon  can  be  a 
eat  road  car  is  indeed  extra- 
dinary.  Which  is  why  Sable  is 
)  ordinary  looking  wagon. 
Its  sophisticated  shape  not 
ily  permits  it  to  move  easily 
rough  the  air  but  also  helps  it 
)ld  the  road. 


Sable's  windows  are  fitted 
flush  to  its  body  sheet  metal, 
smoothing  the  passage  of  air 
over  the  car  as  well  as  quieting 
the  ride. 

Sable  has  front-wheel  drive, 
rack-and-pinion  steering,  multi- 
port  fuel-injected  3.0-liter  V-6 

For  more  information, 


and  four-wheel  independent 
suspension. 

And  Sable  is  protected  by  a 
three-year,  unlimited-mileage 
powertrain  warranty.  $100 
deductible  applies  after  12,000 
miles.  Ask  to  see  this  limited 
warranty  at  your  dealer. 

call  toll-free  1-800-822-9292 

LINCOLN-MERCURY  DIVISION  C^^^S^ 


MERCURY.  The 


to  be 


Careers 


ting,"  Benfield  says. 

Even  if  you  like  your  boss  and  he 
seems  to  be  doing  a  great  job,  no  one  is 
safe  from  the  axman  these  days.  Cut- 
ting overhead  is  almost  a  rehgion  now 
that  inflation  has  slowed  drastically. 
So,  for  every  boss  who  is  ushered  out, 
there  are  even  more  shakeups  at  the 
desks  outside  the  top  office. 

"We  felt  like  a  ship  without  a  rud- 
der," recalls  Jondra  Bjorkman,  after 
her  boss,  the  director  of  public  rela- 
tions for  a  major  Los  Angeles  hospital, 
was  fired.  "I  had  to  prove  myself  all 
over  again.  It  just  so  happened  I  got 
along  with  the  new  boss."  A  co-work- 
er left  within  six  months. 

Usually,  signals  that  your  boss  is  on 
roller  skates  should  be  clear  long  be- 
fore he  cleans  out  his  desk.  Perhaps 
he's  often  upset  when  he  returns  from 
meetings  with  his  superiors.  Or  may- 
be the  company  has  announced  a  con- 
solidation, and  your  boss  seems  likely 
to  be  cut.  Most  likely,  you  have  heard 
through  the  grapevine  that  he's  in 
trouble.  "You  should  be  paying  atten- 
tion to  your  department's  situation 
along  with  the  rest  of  your  responsi- 
bilities," says  John  Crystal  of  Crystal- 
Barkley  career  consultants. 

Crystal  is  amazed  at  how  many  of 
his  clients  come  to  him  shocked  and 


unprepared  when  the  boss  is  fired. 
"Even  when  they  get  a  warning  the 
ground  is  shaking,  everybody  wants 
to  hang  on,"  Crystal  says. 

Pay  particular  attention  to  the  rea- 
son your  boss  is  being  canned.  If,  for 
example,  he  is  let  go  as  part  of  compa- 
nywide  staff  reduction,  it  could  mean 
more  layoffs,  including  your  own.  Ide- 
ally, career  counselors  say,  senior 
managers  will  meet  with  you  and  oth- 
er subordinates  to  explain  why  your 
boss  is  leaving,  or  at  least  outline 
what  will  happen  to  the  rest  of  you. 
But  things  don't  always  turn  out  ac- 
cording to  the  ideal. 

Even  if  upper  management  tells  you 
your  position  is  secure  and  it's  only 
your  boss'  poor  performance  they 
want  to  change,  remember  you're  still 
part  of  the  department  your  boss 
could  not  handle.  Says  William 
Morin,  chairman  of  the  outplacement 
firm  Drake  Beam  Morin,  "When  the 
boss  fails,  unfortunately,  it's  not  just 
the  boss  who's  failing." 

The  higher  you  are,  the  more  likely 
you  are  to  fall.  A  sales  representative 
or  loan  officer  in  a  department  of  30 
people  is  less  likely  to  be  tainted  by  a 
supervisor's  firing  than  a  senior  vice 
president  who  remains  after  the  presi- 
dent is  fired. 

One  top  financial  officer  in  a  major 
oil  company  says  it  has  taken  almost 
a  year  to  prove  that  he  was  not  respon- 
sible for  the  bad  decisions  that  caused 


his  old  boss  to  be  forced  out.  "It's  been 
a  fight  to  build  the  credibility  back 
again,"  the  executive  says.  "There 
was  a  sense  of  relief  when  he  was 
fired,  but  I  knew  there  was  going  to  be 
hell  to  pay."  Early  on,  he  told  the  new 
boss  what  he  thought  the  problems 
were  and  suggested  ways  to  correct 
them.  Just  to  be  safe,  though,  he  says 
he  still  has  resumes  circulating,  in 
part  because  he  had  hoped  to  replace 
his  old  boss. 

Since  your  boss'  replacement  proba- 
bly will  be  chosen  before  he  is  fired, 
vying  for  his  position  requires  great 
tact.  You  can't  exactly  go  to  your 
boss'  superiors  and  express  interest  in 
his  job  when  he  hasn't  even  been  fired 
yet.  Counselors  say  your  best  chance 
is  simply  to  perform  well  and  be  visi- 
ble through  reports,  presentations  and 
informal  discussions  with  senior 
managers. 

But  let's  say  that  despite  your  best 
efforts  you  don't  get  promoted,  and  so 
are  faced  with  a  new  boss.  It's  not 
enough  to  stay  at  your  desk  and  do 
your  work  as  before.  Remember,  the 
new  boss  was  brought  in  to  change 
things.  Discuss  what  he  expects  from 
you.  Inform  him  of  specific  problems 
and  procedures  in  the  department  and 
avoid  knocking  your  old  boss;  any 
boss  will  be  turned  off  by  signs  of 
disloyalty.  "Be  as  sensitive  as  if  you 
were  starting  a  new  job,"  says  out- 
placement specialist  Benfield. 

Especially  in  higher  management 
positions,  your  job  might  be  in  jeopar- 
dy simply  because  the  new  boss  wants 
to  build  his  own  team.  While  some 
counselors  disagree,  Benfield  advises 
not  resigning — wait  to  be  fired.  "Try 
to  get  the  same  severance  deal  your 
boss  got,"  including  salary  benefits 
and  help  in  finding  another  job,  Ben- 
field says. 

Get  your  resume  out,  but  don't  quit 
cold.  Says  Benfield:  "You're  better  off 
hanging  in  there.  Don't  assume  it's 
going  to  go  sour."  In  a  previous  job  in 
a  human  resources  department,  Ben- 
field's  boss  was  fired,  and  their  superi- 
or suggested  Benfield  leave,  too.  But 
he  persuaded  his  superiors  to  give  him 
six  months  to  prove  he  shouldn't  be 
fired.  "I  stayed  eight  years,"  recalls 
Benfield. 

For  all  the  treacherous  possibilities, 
it  also  sometimes  happens  that  the 
firing  of  your  boss  may  be  just  the 
spark  your  career  needs.  You  may,  in 
fact,  get  along  well  with  your  new 
boss.  You  might  gain  additional  re- 
sponsibility during  the  transition. 
"It's  a  classic  way  to  shine  for  the  first 
time,"  says  Crystal.  But  like  all  genu- 
ine opportunities,  this  one  carries 
risks.  ■ 


PanAmlb 
South  America. 

More 
To  More  Qties. 

New  Nonstop  Service 
To  Buenos  Aires,  Santiago 
And  Panama  City 

Now  you  can  fly  our  747  nonstop  from  New 
York  to  Buenos  Aires.  You  can  also  take  the  only  747 
nonstop  from  Los  Angeles  to  Santiago. 

What's  more,  now  you  can  fly  from  New  York  to 
Miami  and  connect  with  our  daily  nonstop  to 
Panama  City. 

Pan  Am  to  South  America.  More  747  service 
from  the  airline  that  gives  you  more.  For 
reservations  or  information,  call  your  Travel  Agent, 
Corporate  Travel  Department  or  Pan  Am  at 
1-800-221-1111. 

Pan  Am  WorldPass'Teams  Up 
With  American  Airlines 
A^Advantage  Program . 

Pan  Am  WorldPass.  The  Richest  Frequent 
Traveler  Program  In  The  World*"'  has  joined  forces 
with  American  Airlines  A  Advantage  Program.  If 
you're  an  AAdvantage  member  you  can  earn  credit 
for  every  mile  you  fly  on  Pan  Am,  simply  by 
presentmg  your  AAdvantage  number  at  check-in. 

To  celebrate  our  new  service  now  through 
July  31st,  1986,  we've  added  bonus  miles  for 
WorldPass  participants.  On  our  new  daily  flight  to 
Panama  City  you'll  earn  750  bonus  miles  in  First 
Class  and  500  in  Economy.  On  our  new  nonstop  to 
Buenos  Aires  and  Santiago,  you'll  earn  2,500  bonus 
miles  in  First  Class,  2,000  bonus  miles  in  Clipper 
Class  and  1,000  bonus  miles  in  Economy. 

/  w 


Pan  Am  gives  you  more  747  service  than  any 
her  airline.  And  every  one  of  our  747s  offers  you 
ree  classes  of  service— First  Class  with  our 
xurious  Sleeperette®  Seats;  Clipper®  Class,  with 
)acious  6-across  seating;  and,  of  course.  Economy. 


Pan  Am  lb  South  America. 
Ifou  Can't  Beat  The  Experience: 

ihfdules  subject  to  change  without  notice,  A*Advantdge  is  a  registered 
?rvice  mark  of  American  Airlines,  Inc. 
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The  price 
of  generosity 

One  of  the  reasons  behind  the  Haft 
family's  (Forbes,  Mar  24]  recent 
run  on  Safeway  Stores  is  the  disap- 
pointing financial  performance 
turned  in  by  the  country's  largest  su- 
permarket chain  (1985  sales,  $19.6 
billion):  Analysts  estimate  profits  will 
droop  around  7%  this  year,  and 
Safeway 's  return  on  equity,  16%  last 
year,  is  among  the  industry's  lowest. 

Why  are  earnings  weak?  Price  wars 
and  unionized  wage  costs.  Safeway  has 
seen  its  wage  costs  climb  15%  to  20% 
above  those  of  nonunion  small  region- 
al chains,  which  compose  the  bulk  of 
Safeway's  competition.  "We  are  a 
union  company  in  what  is  increasing- 
ly becoming  a  nonunion  business," 
says  Safeway's  44-year-old  chairman, 
Peter  Magowan.  A  veteran  of 
Safeway's  real  estate  division  in  Wash- 
ington, D.C.,  Magowan  started  in  the 


company  as  a  grocery  bagger.  He  holds 
degrees  from  Stanford  and  Oxford. 

A  lot  of  takeover  sharks  see  high 
labor  costs  as  a  cost-cutting  opportu- 
nity these  days — witness  Carl  Icahn 
at  TWA.  Magowan  is  now  belatedly 
trying  to  undo  some  of  the  damage. 
Step  one  has  been  to  open  a  chain  of 
mostly  nonunionized,  bag-it-yourself 
warehouse  stores,  Pak  'n  Save,  in  17 
Florida  and  California  cities. 
Magowan  has  closed  Safeways  in  Lub- 
bock, Tex.,  Omaha  and  Memphis — all 
being  no-growth  areas  where  unions 
wanted  too  much  money  despite  low- 
cost  competition.  In  Omaha, 
Magowan  moved  rather  than  compete 
against  a  newcomer,  nonunion  Al- 
bertson's. "We're  telling  the  unions  to 
play  ball  with  us,  so  we  all  benefit," 
says  Magowan,  whose  father,  Robert, 
ran  Safeway  from  1955  to  1971.  "If 
not,  we  will  leave  town."  But,  Peter, 
why  did  you  wait  until  the  sharks 
were  circling  before  doing  what  need- 
ed doing? — Ellen  Paris 


Next  victim,  please 

He  whupped  them  fair  and  square. 
Robert  W.  Decherd,  35,  is  presi- 
dent of  A.H.  Belo  Corp.,  publisher  of 
the  r>aWzs  Morning  .\(.ms.  He  isn't  giv- 
en to  bragging,  but  he  has  something 
to  brag  about:  Running  an  indepen- 
dent paper,  he  drove  the  mighty 
Times  Mirror  Co.  out  of  Dallas.  The 
Los  Angeles  outfit  is  selling  its  Dallas 
Titnes  Herald,  which  had  slipped  into 
the  red  while  the  Moniing  Sews'  reve- 
nues were  rising.  "It's  a  brilliant  busi- 
ness capital  redeployment  for  them," 
deadpans  Decherd.  "I  think  they  ana- 
lyzed the  future  prospects  for  the  Her- 
ald and  decided  now's  the  time  to 
move  out."  The  new  owner  of  the 
Dallas  Times  Herald  is  Gloucester 
County  (N.J.)  Times  Inc.,  run  by  Tex- 
an William  Dean  Singleton. 

In  1970,  when  Times  Mirror  bought 
the  Herald,  Decherd  was  a  sophomore 
at  Harvard.  Later,  while  this  fourth- 
generation  cousin  of  the  founding 
family  was  a  relative  underling  at  the 
paper,  the  interloper  Herald  steadily 
gained  on  the  Moniitig  .\eii  s.  It  passed 
it  in  Sunday  circulation,  and  threat- 
ened daily  circulation  as  well. 

Decherd  ascended  to  executive  vice 


Peter  Maguucin  uj  .injcuw,  Mores 
The  takeover  sharks  see  high  labor  costs  as  an  opportunity. 


THE  CHOICE  IS  FIDRICA, 


Eight  states  were  in  the  running  for  their 
new  regional  facility. 
They  chose  Florida. 

In  large  part  because  of  our  people.  Florida's 
work  force  has  earned  a  reputation  for  being 
highly  skilled  and  reliable.  Along  with  having 
strong  company  loyalty. 

They  chose  Florida  because  of  our  business 
climate.  Our  state  and  local  governments 
want  and  welcome  new  businesses.  And  our 
corporate  taxes  allow  businesses  to  be 
competitive.  There  is  no  unitary  tax.  And  no 
personal  income  tax. 

And  they  looked  at  the  most  current  data 
and  found  Florida  to  be  the  trend-setting 
state  in  the  nation.  So,  when  you're  looking  at 


Florida  today,  you're  seeing  the  state  of  the 
future. 

The  bottom  line.  Florida  is  considered  to  be 
the  premiere  business  opportunity  state  in 
the  country. 

So,  when  they  set  out  to  open  their  new 
facility,  it  was  clear  why  we  got  it. 

For  more  information,  write  to  Lt.  Governor 
Wayne  Mixson,  Secretary  of  Commerce, 
501C  Collins  Building, 
Suite  FB,  Tallahassee,  Florida  32301. 
Or  call  (904)  488-5507 


1986    Sute  of  Florida,  Division  of  Etonomic  Development 


A  ll  Ik'Io  's  Robert  Ik'chenI 

Most  newspapers  are  too  shrill. 

president  of  the  Monufif>  A'eus  in  1980. 
He  knew  what  he  wanted  to  do.  He 
felt  most  newspapers  were  too  shrill. 
Under  his  direction,  the  News  consis- 
tently emphasized  an  upbeat,  sunny 
outlook  on  life,  politics  and  business. 
It  worked.  Both  readers  and  advertis- 
ers responded.  Today  the  i\'eu's  enjoys 


a  59%  lead  over  the  IleraUl  in  circula- 
tion and  a  majority  share  in  every 
category  of  advertising 

But  as  we  said,  Dccherd  isn't  much 
for  boasting.  All  he  will  say  about  his 
victory  is,  "We  are  still  doing  very, 
very  well." — Lisa  M.  Keefe 


Highly  marketable 

In  the  world  of  design,  Italian  is  it. 
And  when  it  comes  to  Italian  auto- 
motive designers,  few  have  known 
greater  success  than  the  Pininfarina 
family  of  Turin.  In  business  for  56 
years,  Pininfarina  SpA  has  been  de- 
signing for  everyone  from  Honda  to 
Ferrari,  and  now,  in  a  much  publi- 
cized triumph,  is  building  next  fall's 
$50,000  Cadillac  Allante  sports  car 
for  General  Motors,  fust  another  Mer- 
cedes look-alike  in  Turin  drag? 
"We're  not  trying  to  make  anything 
like  the  German,  the  Mercedes,"  says 
Andrea  Pininfarina,  29,  grandson  of 
the  founder,  manager  of  the  Cadillac 
job  and  chairman  of  Pininfarina  Extra, 
the  industrial  design  side  of  the  firm. 

With  that  kind  of  record,  what  do 
you  do  for  an  encore?  In  the  hottest 
Italian  stock  market  of  modern  times, 
you  go  public.  Pininfarina,  with  reve- 
nues of  about  $150  million  a  year, 
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hopes  to  raise  $35  million  by  selling 
25%  of  its  stock.  Instead  of  cashing 
out,  the  family  is  using  the  money  to 
expand  facilities  to  move  toward  joint 
ventures  from  contract  work. 

Most  of  Pininfarina's  business  is  in 
cars  but  it  has  also  designed  trucks, 
buses  and  boats  and  will  design  the 
new  high-speed  train  to  run  between 
Rome  and  Milan.  For  now,  the  GM 
deal  is  keeping  the  family  busy.  They 
will  produce  8,000  bodies  a  year  for 
Cadillac's  new  top-of-the-line  two- 
seater.  "That's  almost  a  third  of  our 
30,000  [cars  a  year]  volume,"  says  An- 
drea Pininfarina. — Jerry  Flint 


Third  down,  long  yardage 

Last  year  ABC,  CBS  and  NBC  com- 
bined claim  they  were  thrown  for 
losses  amounting  to  $45  million  on 
their  professional  football  broadcasts. 
Once  one  of  the  most  reliably  profit- 
able slots  on  a  network's  schedule, 


Andreci  I'lnuijiU  tud  /  Huujiiniui  in  / ui w  Jiicli»y.  inlh  I  cirari  bodies 
After  56  years,  going  public  in  Italy's  superhot  stock  market. 
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Higher  Speed  Machining 

Fansteel  VR/Wesson  produces  end  mills  that  allow  higher  speed 
.   machining  and  longer  tool  life. 

In  fact  VR/Wesson  Whisper-mi  IT"*  end  mills  are  capable  of 
machining  two  to  five  times  faster  than  conventional  cobalt  HSS 
end  mills.  Increased  milling  speeds  reduce  the  amount  of  machine  time 
required  and  keep  manufacturing  costs  low. 

By  maKing  possible  higher  speed  machining  and  longer  tool  life, 
VR/Wesson  Whisper-milT"*  end  mills  are  helping  to  increase 
industrial  productivity.  Another  example  of  Fansteel's  broad 
technological  base,  and  another  reason  why  it  will  pay  you  to  know 

more  about  us. 


I~^iisled 

An  integrated  producer  of  refractory  metals  and  fabricated  products  for  the  electronics, 
electrical,  aircraft/aerospace,  metalworking,  energy  and  chemical  industries. 


FANSTEEL  INC.  Number  One  Tantalum  Place*  North  Chicago,  IL  60064  •  (312)689-4900 


THANKS  FOR 
HELPING  TO  KEEP 
UNITED  WAY 
IN  BUSINESS. 


Every  year,  United  Way 
successfully  continues  to 
support  local  human  service 
agencies  in  communities  all 
across  the  United  States. 

A  lot  of  the  credit  for  this 
success  goes  to  the  dedicated 
efforts  of  people  in  business— to 
top  corporate  leaders  who 
volunteer  their  organizational 
skills  and  financial  expertise, 
to  middle-management  people 
who  work  lunch-hours  and 
evenings  to  help  organize  local 
campaigns  and  collect  money, 
to  the  newest  mailroom  clerk 
who  swallows  his  shyness  and 
asks  his  fellow  workers  for 
a  last-minute  contribution. 

And  by  operating  like  any 
other  modern,  well-run  business 
enterprise,  United  Way 
succeeds  in  delivering  the 
maximum  in  human  services 
for  the  dollars  that 
are  collected. 

Thanks  again 
for  your  help. 

Thanks  to  you.  ib 

works.  For  ail  or  us.  UnibedW^y 

A  Public  Service  ol  This  Magazine  &  The  Advertising  Council 


DIVIDEND  REINVESTMENT 

DIRECTORY,  3rd  edition,  lists  1.000  plans  with  addresses, 
phone  numbers,  cost-lree  plans,  discounts,  cash  purchase 
limits,  and  special  provisions,  140  pgs. 

$19.95  ippd) 
Evergreen  Enterprises 

Dept  FB67  •  PO  Box  763 
Laurel,  Maryland  20707 


Faces 

Behind  the  Figures 


Dean  Richard  West  of  NYIJ 

Will  talking  about  ethics  help? 


football  games  from  the  NFL,  USFL 
and  college  leagues  became  tougher  to 
sell  at  premium  prices.  That  could 
mean  trouble  for  San  Francisco-based 
sports  attorney  Leigh  Steinberg,  37, 
the  next  time  he  tries  to  negotiate  big 
raises  for  his  NFL  players. 

With  a  year  left  on  their  current 
five-year  NFL  contracts,  network  ex- 
ecutives are  already  talking  tough 
about  the  next  round  of  negotiations. 
The  NFL's  team  owners  depend  on 
TV  deals  for  60%  of  their  revenues,  so 
a  reduction  by  the  networks  would 
surely  come  out  of  players'  raises.  The 
average  NFL  salary  has  almost  dou- 
bled, to  $193,000,  since  1982,  when 
the  current  TV  deal  was  signed. 

Nobody  better  understands  the 
networks'  threats  than  Steinberg, 
who  has  negotiated  more  than  $120 
million  in  contracts  for  player  clients 
since  he  first  got  into  the  business  12 
years  ago.  For  now,  he's  talking  tough, 
arguing  that  the  advertising  market 
for  football  hasn't  grown  soft,  but  that 
network  spot  salesmen  simply  have 
to  work  harder.  "Any  marketing  de- 
partment that  can  sell  out  advertising 
for  The  Colhys  every  week  can  certain- 
ly sell  ads  for  the  number  one  rated 
sport  in  America,"  he  asserts.  Of 
course,  if  the  advertising  spots  for 
prime-time  soaps  cost  as  much  as  a 


minute  durmg  an  NFL  halftime, 
they'd  probably  be  just  as  difficult  to 
sell. — Gail  Buchalter 


Insider  U. 

What  do  arbitrager  Ivan  Boesky 
and  Shearson  Lehman  Brothers' 
top  economist  Allen  Sinai  and  Chair- 
man Emeritus  Lew  Glucksman  have 
in  common?  These  Wall  Street  stars 
all  enjoy  lecturing  students  at  New 
York  University's  Graduate  School  of 
Business  Administration,  which  is 


Djvid  Stntk  Sipa  Special  Features 


Sports  attorney  Leigh  Steinberg 
End  oj  the  line  for  big  raises? 


FnRRF,s  nnvis  i9S6  I, 


;  situated  on  Trinity  Place  right  next 
I  door  to  the  American  Stock  Ex- 
change. NYU's  downtown  Manhattan 
campus  is  home  to  the  only  business 
school  operating  in  the  heart  of  Amer- 
ican capitalism. 

Running  the  school  is  Dean  Rich- 
ard R.  West.  Two  years  ago  he  stepped 
down  as  dean  of  Dartmouth's  Amos 
Tuck  School  and  left  the  White 
Mountains  of  New  Hampshire  to 
come  to  New  York  City.  He  finds  a 
popular  topic  among  his  students  to 
be  not  decision  trees  or  discounted 
cash  flow  analyses,  but  rather  the 
widening  insider  trading  scandal  on 
Wall  Street. 

West,  48,  a  Yale  and  University  of 
Chicago  business  school  graduate, 
frets  that  ethical  issues  are  not  permc- 
atmg  the  classroom,  and  has  told  his 
faculty  that  he  wants  them  to  spend 
more  time  on  the  subject. 

So  far,  however,  he  has  made  ethics 
a  major  component  in  just  one  core 
course.  More  will  come,  he  says.  "In 
the  best  of  all  possible  worlds,  you 
1  would  like  to  get  the  issue  integrated 
into  all  your  courses,"  he  observes. 

Will  talking  about  ethics  really 
make  people  more  ethical?  Doubtful, 
says  West.  "Words  like  money  and 
success  come  up  a  lot  more  than  they 
did  15  years  ago.  The  students  arc 
different.  I  am  not  pretentious  enough 
to  tell  you  that  I  can  take  a  person  in 
24  months  who  is  fundamentally  dis- 
;honest  and  make  him  honest.  I  can 
I  force  him  to  confront  the  issue  and 
some  value  questions.  That's  about 
It." — Dero  Saunders 


Mayfair  House.  Tlie  savoir-faire  and  service  of  Europe,  made  enticingly 
more  exciting  by  the  free-spirited,  uninhibited  flavor  of  Miami's  Coconut 
Grove.  A  small,  personal  hotel  w^here  every  suite  comes  complete  with  its 
own  Japanese  hot  tub  on  a  secluded  tropical  patio.  Surrounded  by  the 
elegance  and  elan  of  Mayfair,  the  stylish  shopping  enclave  of  the  Americas. 


hotel  grand  luxe 
3000  Florida  Avenue,  Coconut  Grove,  Miami  FL  33133 

For  information  and  reservations, 
(305)  441-0000/(800)  433-4555/Florida  (800)  341-0809 
Or  call  your  travel  agent. 


AMERICA'S      CUP       19  87 


GET  THE  CUP 
BACKUP! 

America's  crack  at  recapOiring  the  America's 
Cup  and  the  pride  that  goes  with  it.  takes  place 
this  fall  in  Perth.  Australia. 

To  gel  the  (Aip  hack  up.  we've  hrought 
together  five  of  the  finest  boats  and  crews  from 
across  the  country. 

NOW  ALL  WE  NEED  IS  YOU. 

You  don't  have  to  know  how  to  sail  or  even 
swim.  All  that  matters  is  that  America's  quest  to 
win  hack  the  cup  matters  to  you. 


Call  Toll  Free 


The  Oflicial  National  Organization 


ThcAmericans/USYRL! 

( a       |)n)fii  (irgani/jlion ) 

P.O.  Box 642 
Newport,  Rl  02840 

Officiiil  nift.s  anclconimemo- 
rablfs  given  comnieiisiirate 
wtlia)mriliuti(in  Alsn avail- 
able lorpurclKLse 


1-800-521-1987 


c  1986  Lewis,  Browand  &  Associates 


Invest  in  F^rance 

The  Materials  Research  Corporation  believes  in  it. 


"MRC  has  been  in  Toulouse,  our  first 
overseas  operation,  since  1976,  when 
we  began  producing  metals  for  the 
European  market  in  a  rented  building. 
In  June  1978,  we  inaugurated  a 
brand-new  manufacturing  unit  there 
and,  in  September  of  last  year,  dedi- 
cated the  second  phase  of  the  plant. 
This  facility  now  houses  our  European 
headquarters  which  was  relocated 
from  Paris.  The  timeliness  of  this 
expansion  is  attested  by  the  strong 
showing  of  the  French  factory  which 
tripled  in  size:  overall  sales  in 
Europe  rose  45  percent  from  the 
prior  year,  with  record  sales  and 
profitability. 

"Selection  of  the  location  was  based 
on  Toulouse's  position  in  an  important 
European  industrial  center,  the 
excellent  transportation  facilities 
available,  the  presence  of  a  large 
university  and  scientific  conunimity, 
as  well  as  an  excellent  technical 
labor  force. 

"We  are  extremely  pleased  with  our 
manufacturing  capabilities  in  France 
and,  as  a  result,  responsibility  for  the 
development  of  certain  new  products 
has  also  been  assigned  to  Toulouse." 


The  Materids  Research  Corporation,  a  leading  manufacturer 
of  high-technoJogy  maferiaJs.  ceramic  substrates  and  etching 
equipment  for  semiconductor  and  hybrid  circuit  manufacturing, 
operates  plants  in  New  York  State.  Japan  and  France. 


Dr.  Sheldon  Weinig, 
Chairman  and  President , 
MATERIALS  RESEARCH  CORPORATION, 
Orangeburg,  N.Y. 


When  Planning  Your  Next  European  Venture,  Consider  France. 


For  information  and  assistance,  contact: 


THE  FRENCH  INDUSTRIAL  DEVELOPMENT  AGENCY 


New  York 
610  Fifth  Avenue 
New  York,  Nev^'  York  10020 
(212)  757-9340 


Chicago 
401  North  Michigan  Ave. 
Chicago,  Illinois  60611 
(312)  661-1640 


Los  Angeles 
1801  Avenue  of  the  Stars 
Los  Angeles,  Calif  90067 
(213)  879-0352 


Houston 
2727  Allen  Parkway 
Houston,  Texas  77019 
(713)  526-1565 


SPECIAL  REPORT  ON  INTERNATIONAL  BUSINESS 


Spotlight  on  international  business 


THE  FORBES 
FOREIGN 
RANKINGS 


Gaping  trade  deficits.  Gyrating  cur- 
rencies. Foreign  stock  markets  that 
climb  80%  and  more  inside  of  six 
months.  The  need  to  keep  a  clear  head 
and  know  what's  going  on  outside  our 
borders  has  never  been  greater. 

On  the  following  35  pages,  Forbes 
presents  a  comprehensive  picture  of 
the  scope  and  scale  of  global  business 
today.  We  open,  on  page  172,  with  a 
list  of  the  100  cheapest  stocks  outside 
the  U.S.  Despite  the  sharp  rise  in 
many  markets,  there  are  still  plenty  of 
opportunities  for  global  investors. 

Then,  on  page  176,  is  our  list  of  the 
500  largest  foreign  companies — ^The 
Forbes  Foreign  500,  with  $3-19  tril- 
lion in  revenues  among  them,  up 
from  $3.07  trillion  in  1984.  Note  that 


The  Foreign  500  companies'  sales  last 
year  exceeded  those  of  the  largest 
U.S.  companies — The  Forbes  Sales 
500 — by  20%.  Note,  too,  that  the  pre- 
sentation of  The  Foreign  500  has 
been  completely  changed.  We  hope 
you  find  it  more  useful  than  ever. 

We  continue,  on  page  200,  with 
the  largest  foreign  investors  in  the 
U.S.  and  a  survey  of  how  these  invest- 
ments are  doing.  Following  that,  on 
page  207,  is  our  analysis  of  the  100 
largest  U.S.  multinationals,  the  real 
pros  in  foreign  markets. 

Finally,  starting  on  page  212,  we 
present  100  foreign  stocks  that  are 
widely  traded  in  the  U.S.  Something 
for  all  readers  as  the  world  economy 
grows  ever  more  interdependent. 
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The  100  cheapest  foreign  stocks 


NEVER  BEFORE  HAVE  SO  many 
American  mvestors  put  so 
much  money — an  estimated 
$4  billion  last  year — into  other 
countries'  equity  markets.  The 
trickle  of  foreign  funds  (Japan  Fund 
in  1962,  Mexico  Fund  in  1981,  Ko- 
rea Fund  in  1984)  has  become  a  del- 
uge. In  this  year  alone  funds  were 
launched  for  Italy,  France,  Germa- 
ny, Australia  and  Scandinavia.  Long 
content  with  5,800  exchange-listed 
stocks  and  thousands  more  issues 
available  over-the-counter,  U.S.  in- 
vestors now  want  to  scour  the  rest 
of  the  world  for  opportunity. 

Is  the  supply  of  information  and 
quality  of  securities  research  up  to 
the  task?  Probably  not.  But  it  is  get- 
ting much  better,  and  fast.  It  took  a 
leap  forward  early  this  year  when 
Morgan  Stanley  &  Co.  bought  from 
the  Capital  Group,  the  Los  Angeles 
money  management  firm,  the  pub- 
lication, the  database  and  the  mar- 
ket indexes  of  hitherto  little-known 
Capital  International  Perspective, 
of  Geneva. 

Morgan  Stanley  Capital  Interna- 
tional Perspective,  as  the  service  is 
now  called,  is  a  global  investor's 
dream.  The  service  currently  fol- 
lows over  1,700  companies,  462  of 
which  are  U.S.  companies.  This 
universe  has  a  combined  market 


capitalization  of  $3.8  trillion — one- 
third  more  than  the  capitalization 
of  the  Wilshire  index  of  more  than 
5,800  U.S'.  securities.  Overall,  Capi- 
tal International  Perspective  covers 
stocks  in  19  countries  that  together 
account  for  approximately  75%  of 
the  world's  market  values. 

Most  important,  MSCIP  attempts 
to  measure  all  these  companies,  in- 
dustries and  markets  against  a  uni- 
form value  system.  MSCIP's  stan- 
dards of  value:  price-to-eamings, 
price-to-book-value,  price-to-cash- 
flow and  yield.  MSCIP  publishes 
this  invaluable  information  every 
month. 

Suppose  you  want  to  know  the 
world's  lowest-  and  highest-P/E 
markets.  Rather  than  use  the  index- 
es published  by  local  authorities, 
MSCIP  calculates  its  own  indexes 
for  the  19  countries  it  follows.  This 
allows  investors  to  compare  one 
stock  market  with  another  on  the 
same  basis.  According  to  MSCIP's 
July  publication,  the  Mexican  mar- 
ket was  cheapest,  at  4.5  times  earn- 
ings, while  the  tiny  Austrian  mar- 
ket was  most  expensive,  at  58.5 
times  earnings. 

The  U.S.  market?  Despite  the  big 
rally,  it  is  right  in  the  middle  of  the 
pack  (see  chart,  below). 

Which  industry  group  is  cheapest 


in  relation  to  its  component  com- 
panies' book  values?  Oilfield  equip- 
ment and  services,  selling  at  87%  of 
book.  What  industries  yield  the 
most?  Gold  mines  (9%)  and  tele- 
communications (4.9%). 

And  likewise  for  individual  com- 
panies. In  the  automobile  sector  (as 
of  May  30),  Volkswagen  was  selling 
for  7  times  earnings,  Mazda  for  9.4 
times,  Nissan  Motor  for  14.4  times. 

According  to  Morgan  Stanley's 
Mark  H.  Sladkus,  who  runs  MSCIP, 
his  firm  intends  to  spend  millions 
to  enhance  the  research  and  add 
new  companies  and  services. 

Using  MSCIP's  data,  we  have  put 
together  the  following  list  of  the 
100  cheapest  stocks  outside  the 
U.S.  Our  basic  criterion  for  cheap- 
ness is  the  price-to-earnings  ratio. 
But  note  that  these  stocks  are  cheap 
relative  to  their  own  markets.  That 
is,  we  selected  stocks  whose  most 
recent  P/Es  were  no  more  than  60% 
of  the  P/E  for  their  particular  mar- 
kets. Example:  MSCIP's  market  P/E 
for  Canada  (as  of  May  30)  was  16.4. 
The  1 1  Canadian  stocks  in  the  fol- 
lowing table  sell  at  no  more  than  9.8 
times  earnings,  60%  of  the  market 
multiple. 

We  then  introduced  two  more 
screens.  Stocks  with  market  capi- 
talizations under  $100  million  were 


The  world  view 


With  a  17.7%  first-half  gain,  U.S.  stocks  were  only  the  Morgan  Stanley  Capital  International  Perspective, 
average  performers  among  the  19  countries  covered  by    Seven  nations'  stocks  also  have  higher  P/Es. 


1986  six-month  perionnance  (dollar  adjusted) 
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Souice:  Morgan  Stanley  Capital  International  Perspective 
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The  100  cheapest  foreign  stocks 


excluded,  on  the  grounds  that  such 
companies  are  probably  too  illiquid 
and  information  on  them  too  diffi- 
cult to  get  (always  dangers  for  inter- 
national investors).  We  also  elimi- 
nated companies  selling  for  more 
than  3  times  book  value,  as  an  extra 
value  cushion.  Stock  prices  are  as  of 
May  30  and  are  converted  into  U.S. 
dollars  at  rates  prevailing  on  that 
date.  Market  capitalization,  howev- 
er, reflects  year-end  1985  prices  and 
shares  outstanding;  capitalization 
was  converted  to  dollars  at  year-end 
exchange  rates. 

What  survived  our  screen?  A 
cross  section  of  the  world's  wealth 
and  misery,  its  hopes  and  fears. 

The  first  four  stocks  on  the  list 
appear  incredibly  cheap,  and  with 
reason:  They  are  risky  South  Afri- 
can gold  mining  shares.  The  cheap- 
est stock,  Buffelsfontein,  sells  at 


only  1.5  times  last  year's  earnings 
and  yields  22%.  Western  Areas, 
number  two  on  our  list,  sells  for  2.3 
times  earnings,  at  43%  of  book,  and 
yields  4.7%. 

South  Africa  too  risky  for  you? 
Our  list  includes  37  Japanese  com- 
panies. Growing  protectionist  senti- 
ment in  foreign  markets  and  declin- 
ing margins  in  formerly  hot  items 
like  VCRs  and  compact  disk  players 
have  turned  off  many  Japanese  in- 
vestors on  some  former  stars.  Some 
of  the  Japanese  stocks  on  our  list — 
Nisshin  Steel  and  Chugoku  Electric 
Power,  for  example — are  virtually 
unknown  to  most  American  inves- 
tors. But  there  are  several  house- 
hold names  as  well.  Sony,  Mazda, 
Hitachi,  Toyota  Motor — all  sell  for 
less  than  60%  of  MSCIP's  Japanese 
market  P/E  of  32.1. 

Speaking  of  Toyota:  Note  that  it 


sells  at  a  P/E  of  10,  vs.  6.6  for  Gener- 
al Motors.  So  is  Toyota  more  expen- 
sive than  GM?  Only  if  you  think  the 
Japanese  market  as  a  whole  is  too 
expensive.  Toyota  sells  at  32%  of 
the  Japanese  market  P/E,  whereas 
General  Motors  sells  at  45%  of 
MSCIP's  P/E  (14.8)  for  U.S.  stocks. 

Is  buying  low-P/E  stocks  the  way 
to  invest  overseas,  if  invest  overseas 
you  must?  Frankly,  we  don't  know 
the  answer  to  that  question.  Forbes 
columnist  David  Dreman  has  stud- 
ied U.S.  stocks  and  argues  convinc- 
ingly that  over  time  low-P/E  stocks 
offer  the  best  risk-adjusted  rewards. 
Unfortunately,  we  are  not  aware  of 
similar  studies  made  on  foreign 
stocks.  Come  to  think  of  it,  the  fol- 
lowing list  is  not  a  bad  place  to 
start.  Any  finance  Ph.D.  students 
out  there  looking  for  a  dissertation 
topic? 


 Stock  price  


Company 

Country 

Industry 

recent 

%  change 
since 
1/1/86 

P/E 

Price/ 
cash 
flow 

Price/ 
book 
value 

Yield 

Market 
value* 
[millions) 

Buffelsfontein 

South  Africa 

gold  mining 

$18.16 

-19.9% 

1.5 

NA 

0.43 

22.0% 

$249 

Western  Areas 

South  Africa 

gold  mining 

2.33 

-7.9 

2.3 

NA 

0.43 

4.7 

102 

Harmony 

South  Africa 

gold  mining 

7.57 

-14.6 

2.3 

NA 

0.88 

14.9 

238 

Randfontein  Estates 

South  Africa 

gold  mining 

64.90 

-4.5 

2.5 

NA 

0.88 

9.8 

415 

Den  Danske  Bank  AF  1871 

Denmark 

banking 

37.48 

-16.1 

2.6 

NA 

0.66 

4.7 

625 

Vitro 

Mexico 

misc  materials 

4.47 

36.4 

2.6 

1.7 

0.31 

2.2 

187 

Tricentrol 

UK 

oil  &.  gas 

0.89 

-60.8 

2.7 

0.9E 

0.34 

11.9 

205 

Copenhagen  Handelsbank 

Denmark 

banking 

31.78 

-21.8 

2.8 

NA 

0.57 

5.5 

608 

Saint-Helena 

South  Africa 

gold  mining 

11.06 

1.2 

2.9 

NA 

1.10 

17.3 

105 

Orange  Free  State 

South  Africa 

gold  mining 

51.78 

NA 

2  y 

NA 

0.76 

9.0 

611t 

Free  State  Cons  (Steyn) 

South  Africa 

gold  mining 

8.20 

3.2 

3.2 

NA 

0.83 

13.5 

l,301t 

Danske  Provinsbanken 

Denmark 

banking 

37.48 

-22.4 

3.3 

NA 

0.94 

4.7 

266 

Nedlloyd 

Netherlands 

shipping 

62.45 

-22.3 

4.0 

0.9 

0.25 

8.6 

262 

Eastern  Asia  Navigation 

Hong  Kong 

shipping 

0.18 

19.2 

4.2 

NA 

1.90 

7.0 

256 

Lasmo 

UK 

oil  &  gas 

1.70 

-52.7 

4.4 

1.2 

060 

15.0 

429 

Britoil 

UK 

oil  &  gas 

2.58 

-15.9 

4.7 

2.1 

1.46 

10.5 

1,509 

Imetal 

France 

nonferrous  metals 

10.24 

-1.6 

5.1 

1.2E 

0.27 

0.0 

120 

Bridge  Oil 

Australia 

oil  &  gas 

0.64 

-59.1 

5.5 

3.5 

0.69 

0.0 

233 

Privatbanken 

Denmark 

banking 

31.08 

-21.2 

5.5 

NA 

0.64 

5.6 

399 

Banco  de  Vizcaya 

Spain 

banking 

43.93 

119.6 

5.9 

NA 

1.66 

3.5 

476 

"Dec.  31,  1985,    tMarch  31.  1986.  E:  E.stimate.    NA:  Not  available  or  not  applicable.  Source  Morgan  Stanley'  Capital  lnte)-national  Perspective. 
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The  100  cheapest  foreign  stocks 


 Stock  price  

%  change  Price/       Price/  Market 

since  cash         book  value' 


Company 

Country 

Industry 

recent 

1/1/86 

P/E 

flow 

value 

Yield 

[millions] 

Societe  Ntl  Elf  Aquitaine 

France 

oil  &  gas 

$42.02 

54.4% 

5.9 

2.5E 

0.72 

6.5% 

$2,667 

Lloyds  Bank 

UK 

banking 

8.22 

13.9 

6.0 

NA 

0.86 

5.4 

2,508 

Ampol  Exploration 

Australia 

oil  &  gas 

1.43 

-18.4 

6.1 

5.1 

1.12 

— 

157 

Ntl  Westminster  Bank 

UK 

banking 

11.21 

9.8 

6.2 

NA 

0.92 

5.3 

3,587 

Canadian  Imp  Bk  Commerce 

Canada 

banking 

13.41 

-13.5 

6.5 

NA 

0.74 

5.8 

1,509 

Bayer  AG 

Germany 

chemicals 

129.06 

11.8 

6.7 

4.8 

1.62 

5.2 

5,733 

Santos 

Australia 

oil  &.  gas 

2.89 

-23.6 

6.7 

4.4 

2.09 

4.9 

867 

Denison  Mines 

Canada 

oil  &.  gas 

4.99 

-55.3 

6.8 

1.6E 

1.75 

— 

449 

Husky  Oil 

Canada 

oil  &.  gas 

5.80 

-23.8 

6.9 

3.0 

0.75 

2.5 

706 

Queensland  Coal  Trust 

Australia 

oil  &  gas 

1.14 

12.7 

6.9 

5.6 

1.93 

14.7 

451 

National  Australia  Bank 

Australia 

banking 

4.40 

38.7 

6.9 

NA 

1.04 

4.6 

1,040 

Total  Petroleum 

Canada 

oil  &.  gas 

20.12 

28.3 

7.0 

3.3E 

1.80 

1.8 

339 

Volkswagen 

Germany 

automotive 

242.63 

14.5 

7.0 

2.6 

1.97 

2.8 

4,737 

ANZ  Group  Holdings 

Australia 

banking 

4.07 

29.5 

7.0 

NA 

0.95 

5.4 

1,014 

Norcen  Energy  Res  (Voting) 

Canada 

oil  &.  gas 

9.97 

-17.3 

7.1 

3.9E 

1.13 

3.6 

654 

Makita  Electric 

lapan 

electrical  equip 

6.77 

19.2 

7.1 

6.0E 

1.34 

1.5 

568 

Pteussag 

Germany 

multicompany 

80.45 

-26.7 

7.1 

2.6 

1.64 

6.7 

829 

Coal  &  Allied  Industries 

Australia 

oil  &  gas 

2.93 

-18.0 

7.2 

3.7 

0.98 

3.4 

108 

Honda  Motor 

Japan 

automotive 

6.71 

-2.5 

7.2 

4.3E 

1.37 

1.0 

5,369 

Westpac 

Australia 

banking 

3.83 

18.6 

7.2 

NA 

1.21 

5.2 

1,558 

Royal  Bank  of  Canada 

Canada 

banking 

23.02 

-8.3 

7.3 

NA 

0.99 

6.3 

2,462 

Schroders 

UK 

financial  services 

10.15 

18.3 

7.4 

NA 

1.26 

2.2 

263 

Bank  of  Nova  Scotia 

Canada 

banking 

10.79 

4.4 

7.6 

NA 

1.08 

4.6 

1,513 

Total  Cie  Fr  des  Petroles 

France 

oil  &.  gas 

49.99 

28.0 

7.7 

1.4E 

0.46 

8.1 

1,178 

Barclays 

UK 

banking 

7.40 

5.2 

7.7 

NA 

1.10 

5.3 

4,725 

Mo  och  Domsjo  (B) 

Sweden 

paper  &  forest  prods 

116.98 

24.8 

7.7 

3.9 

0.79 

2.7 

205 

Ultramar 

UK 

oil  &  gas 

2.60 

-12.4 

7.8 

3.2E 

0.63 

8.5 

791 

Winsor 

Hong  Kong 

textiles  &.  apparel 

1.08 

62.5 

8.1 

6.9E 

1.82 

6.6 

127 

Toronto-Dominion  Bank 

Canada 

banking 

17.04 

-4.6 

8.3 

NA 

1.39 

3.6 

2,407 

Hoechst 

Germany 

chemicals 

126.05 

1.1 

8.4 

4.5 

1.97 

5.3 

6,117 

Bank  of  Montreal 

Canada 

banking 

24.02 

-4.0 

8.4 

NA 

1.19 

5.9 

1,963 

Hong  Kong  RIty  &  Trust  (A) 

Hong  Kong 

real  estate 

1.39 

-11.3 

8.8 

NA 

0.91 

4.2 

262 

Wing  Lung  Bank 

Hong  Kong 

banking 

3.59 

-4.7 

8.8 

NA 

1.67 

6.0 

132 

Canada  Northwest  Energy 

Canada 

oil  &  gas 

12.24 

-28.9 

8.9 

5.4 

1.31 

1.8 

280 

Inter  City  Gas 

Canada 

electric/gas  utility 

11.05 

-9.0 

8.9 

3.4E 

1.37 

3.9 

222 

Matsushita  Elec  Trading 

Japan 

wholesale  &  tntl  trade 

12.22 

-3.2 

9.2 

NA 

1.50 

0.7 

1,435 

Mazda  Motor 

Japan 

automotive 

2.28 

2.0 

9.4 

3.9 

1.24 

1.9 

1,820 

Shell  Refining 

Malaysia 

oil  &  gas 

1.05 

1.1 

9.9 

7.5E 

1.42 

3.1 

157 

Toyota  Motor 

Japan 

automotive 

8.72 

24.6 

10.0 

6.8 

1.54 

1.1 

16,221 

Tasek  Cement 

Malaysia 

building  materials 

0.56 

-46.0 

10.1 

1.65 

,S.2 

198 

'Dec  31.  198S  E:  Estimate    NA:  Not  available  or  not  applicable. 

Source:  Morgan  Slaiile}  Capua!  Intei  iuiliunat  Perspective 
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 Stock  price  

%  change  Price/       Price/  Market 

since  cash         book  value" 


Company 

Country 

Industry 

recent 

1/1/86 

P/E 

flow 

value 

Yield 

(millions) 

Malayan  Banking 

Singapore 

banking 

$1.15 

-30.6% 

10.3 

NA 

0.85 

3.0% 

$562 

Koyo  Seiko 

fapan 

Indus  components 

3.27 

12.6 

10.6 

NA 

1.50 

0.9 

354 

United  Overseas  Bank 

Malaysia 

banking 

1.47 

1.2 

11.4 

NA 

1.09 

2.9 

607 

Sony 

Japan 

appliances 

20.65 

-11.8 

11.6 

5.7 

1.39 

1.2 

4,698 

Perils  Plantations 

Malaysia 

misc  materials 

1.17 

12.0 

11.7 

10, 6E 

1.51 

3.6 

180 

Matsushita  Elec  Industrial 

Japan 

appliances 

8.83 

20.3 

11.7 

7, IE 

1.38 

0.6 

11,374 

United  Plantations 

Malaysia 

misc  materials 

1.14 

-3.2 

12.1 

10,1 

1.94 

2.5 

167 

Fuji  Heavy  Industries 

Japan 

automotive 

3.03 

0.8 

12.5 

4.5E 

1.43 

1.5 

978 

Hitachi  Ltd 

Japan 

electrical  equip 

5.22 

16.7 

13.0 

5,4E 

1.56 

1.0 

10,917 

Sanyo  Electric 

Japan 

appliances 

2.47 

7.5 

13.4 

7.9E 

1.22 

1.9 

2,254 

Mitsubishi  Electric 

Japan 

electrical  equip 

2.02 

0.9 

13.8 

4,7E 

1.62 

2.3 

3,124 

Toshiba 

Japan 

electrical  equip 

2,41 

13,5 

14.2 

4.5 

1.99 

1.9 

4,934 

Nissan  Motor 

Japan 

automotive 

3.16 

-3,3 

14.4 

NA 

0.88 

2.5 

6,196 

Brother  Industries 

Japan 

appliances 

3.55 

11,5 

14.6 

NA 

1.63 

1.6 

704 

Fuji  Photo  Film 

Japan 

recreation 

15.26 

31.0 

14.9 

9.3 

1.97 

0.5 

3,736 

Hitachi  Maxell 

Japan 

recreation 

15.60 

-14,2 

14.9 

8.9 

2.23 

0.6 

1,542 

Sumitomo  Metal  Inds 

Japan 

steel 

0.83 

3.6 

15.1 

3.0 

1.19 

3.4 

1,865 

Nisshin  Steel 

Japan 

steel 

0.90 

8.3 

15.7 

NA 

1.35 

3.2 

591 

Lane  Marzotto  (Risparmio) 

Italy 

textiles  &  apparel 

3.69 

34.0 

15.8 

8.0E 

2.41 

3.8 

109 

Chugoku  Electric  Power 

Japan 

electric/gas  utility 

10.15 

14,9 

16.0 

4.9E 

2.14 

2.8 

2,676 

Chubu  Electric  Power 

Japan 

electric/gas  utility 

12.33 

16,2 

16.4 

6.2E 

2.49 

2.3 

6,606 

Canon 

Japan 

recreation 

6.20 

-4.4 

16.4 

7.0 

1.83 

1.2 

3,177 

NTN  Toyo  Bearing 

Japan 

indus  components 

2.71 

17.4 

16.7 

7.0 

1.67 

1.7 

710 

Sumitomo  Corp 

Japan 

wholesale  &  intl  trade 

4.53 

14.3 

17,0 

NA 

2.26 

0.9 

2,569 

Mitsubishi  Paper  Mills 

Japan 

paper  &,  forest  prods 

2.86 

20.6 

17.1 

8.4E 

2.37 

1.4 

478 

Tokyo  Sanyo  Electric 

Japan 

appliances 

2.54 

-2.9 

17,1 

8. IE 

1.49 

1.5 

1,348 

Maeda  Construction 

Japan 

construct  &.  housing 

5.05 

18.6 

17,5 

NA 

1.49 

1.0 

605 

Murata  Manufacturing 

Japan 

electronics 

13.71 

4.8 

17,6 

11. 5E 

2.78 

0.6 

1,790 

Amada 

Japan 

machinery  &  engnring 

5.32 

11.0 

17.8 

15.3 

1.65 

1.6 

809 

Toyoda  Automatic  Loom 

Japan 

machinery  &  engnring 

4.99 

11.7 

17.8 

NA 

1.71 

1.4 

965 

Saipem  Ord 

Italy 

oilfield  equip  &.  svcs 

3.58 

14.3 

17.8 

6.3E 

1.86 

3.9 

608 

TDK 

Japan 

electronics 

23.06 

-9.3 

18.1 

8.9E 

1.99 

1.0 

2,656 

Mitsui  Shipbuilding 

Japan 

machinery  &  engnring 

0.83 

5.1 

18.2 

NA 

1.16 

458 

Kyushu  Electric  Power 

Japan 

electric/gas  utility 

10.10 

17.3 

18,3 

4.9E 

1.96 

2.8 

3,354 

Komatsu 

Japan 

machinery  &.  engnring 

2.79 

-6.2 

18.3 

8.2E 

1.08 

1.6 

2,137 

Omron  Tateisi 

Japan 

electrical  equip 

8.55 

-8.6 

18.3 

9.4E 

2.39 

0.7 

1,387 

Oji  Paper 

Japan 

paper  &  forest  prods 

3.72 

33.9 

18.7 

NA 

2.83 

1.1 

1,270 

Sharp 

Japan 

appliances 

6.02 

14.7 

19.2 

9.0 

2.15 

1.0 

3,338 

Saffa  (Ord) 

Italy 

paper  &  forest  prods 

5.74 

11.6 

20.2 

10.8E 

2.00 

3.8 

160 

Cartiere  Burgo  (Ord) 

Italy 

paper  &.  forest  prods 

7.48 

25.2 

21.5 

5.1 

1.62 

2.9 

170 

•Dec,  31,  1985.  E:  Estimate. 

NA:  Not  available  or  not  applicable. 

Source:  Murgcin 

Stunk')'  Capital  hummtumal  Perspective. 
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The  500  largest  foreign  companies 


Tl  HE  FIRST  THING  tO  notlCC 
about  The  Forbes  Foreign 
500,  which  begins  on  the  next 
page,  is  the  way  it  looks.  In  the  past, 
we  have  simply  listed  foreign  com- 
panies in  order  of  revenues.  You 
know:  An  oil  company  (Royal 
Dutch/Shell)  is  followed  by  some 
trading  companies  (Mitsui,  Mitsu- 
bishi, ct  al.),  which  are  followed  by 
Toyota  and  an  Italian  conglomerate. 

We  still  rank  foreign  companies 
in  order  of  revenues — I  through 
500 — but  to  help  the  reader  deal 
with  the  sometimes  unfamiliar 
company  names,  the  following  ta- 
bles are  organized  by  industry 
groupings. 

The  500  companies  are  broken 
down  into  33  industry  groupings, 
arranged  alphabetically.  Aerospace 
&  Defense  through  Utility.  In  the 
lefthand  column  of  each  listing,  you 
will  find  the  company's  sales  rank 


within  the  entire  group  of  500  for 
the  current  and  the  prior  year.  In  the 
aerospace  and  defense  industry,  for 
example,  •  $3.4  billion  (revenues) 
British  Aerospace  Pic.  moved  from 
299th  place  in  1984  to  289th  place 
last  year. 

If  you  are  looking  for  a  particular 
company  rather  than  for  industry 
groups,  turn  to  the  index  starting  on 
page  194,  which  lists  all  500  compa- 
nies alphabetically  and  tells  where 
to  find  them.  The  table  below  iden- 
tifies the  25  largest  foreign  compa- 
nies in  order  of  revenues. 

We  think  listing  auto  companies 
with  auto  companies,  retailers  with 
retailers,  makes  sense.  It  mirrors 
the  way  most  investors  go  about 
evaluating  stocks.  Suppose  you  buy 
the  idea  of  international  portfolio 
diversification  and  want  to  check 
out  foreign  chemical  companies. 
The  listing  on  page  180  includes  the 


21  largest  chemical  and  drug  com- 
panies outside  the  U.S. 

Our  categories  do  not  tell  you 
which  stocks  to  buy.  No  list  does. 
But  we  include  basic  financial  data 
to  help  you  separate  the  chicken 
salad  from  the  other  stuff,  and  get 
your  research  started.  Year-end 
price/earnings  ratios  can  be  calcu- 
lated from  the  market  value  and  net 
income  columns;  price/sales  ratios 
can  be  figured  from  market  value 
and  revenues  columns. 

In  this  way,  investors  can  get  an 
idea  of  where  the  relative  values  lie 
inside  each  industry.  Note,  for  ex- 
ample, that  Toyota  had  a  market 
capital  of  $16.2  billion,  whereas  the 
Daimler-Benz  Group,  which  is  the 
fourth-largest  foreign  automaker  by 
size,  had  a  larger  market  capital, 
$17.1  billion.  But  Mercedes'  profits, 
$589  million  last  year,  were  only 
36%  of  those  of  Toyota. 


The  25  largest  companies  outside  the  U.S. 

Rank 

Company 

Country 

Industry 

Revenue 
(millions) 

1 

Royal  Dutch/Shell  Group 

Netherlands/UK 

oil  &.  gas 

$81,791 

2 

Mitsui  &  Co  Ltd 

Japan 

trading 

72,065 

3 

Mitsubishi  Corp 

[apan 

trading 

70,520 

4 

C  Itoh  &  Co  Ltd 

Japan 

trading 

59,564 

5 

Marubeni  Corp 

Japan 

trading 

56,128 

6 

Sumitomo  Corp 

Japan 

trading 

54,504 

7 

British  Petroleum  Co  Pic 

UK 

oil  &.  gas 

53,131 

8 

Nissho  Iwai  Corp 

Japan 

trading 

37,687 

9 

Toyota  Motor  Corp 

Japan 

automotive 

27,137 

10 

ENI-Ente  Nazionale  Idrocarburi 

Italy 

oil  &.  gas 

24,461 

11 

IRI  Group 

Italy 

multicompany 

23,515 

12 

Nippon  Telegraph  &  Telephone  Corp 

Japan 

communications 

23,029 

13 

Hitachi  Ltd 

Japan 

multicompany 

22,663 

14 

Unilever 

Netherlands/UK 

food  processing 

21,639 

15 

Matsushita  Electric  Industrial  Co 

Japan 

consumer  electronics 

20,853 

16 

Pemex-Petrolcos  Mexicanos 

Mexico 

oil  &  gas 

20,414 

17 

Toyo  Menka  Kaisha  Ltd 

Japan 

trading 

20,200 

18 

Elf  Aquitaine  Group 

France 

oil  &.  gas 

20,105 

19 

TOTAL  Group-Fran^aise  des  Petroles 

France 

oil  &.  gas 

19,267 

20 

Nissan  Motor  Co  Ltd 

Japan 

automotive 

18,945 

21 

Nichimen  Corp 

Japan 

trading 

18,172 

22 

Philips  Group 

Netherlands 

electrical  equipment 

18,078 

23 

Volkswagen  Group 

Germany 

automotive 

17,935 

24 

Siemens  Group 

Germany 

electrical  equipment 

17,841 

25 

Dain-.U  t-Senz  Group 

Germany 

automotive 

17,802 
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The  new  presentation  has  anoth- 
er virtue.  It  gives  a  snapshot  of  the 
inner  structure  of  the  foreign  corpo- 
rate world.  The  500  companies  have 
an  aggregate  $3.19  trillion  in  reve- 
nues and  24  million  employees.  But 
only  5  companies,  with  total  sales 
of  $18  billion  and  325,000  workers, 
are  in  aerospace  and  defense.  The 
automotive  category,  by  contrast, 
includes  27  companies,  with  $212 
billion  in  sales.  Banking  contains  86 
banks  with  over  $420  billion  in  rev- 
enues last  year.  It  will  be  interesting 
to  see  how  the  components  change. 

What  of  these  500  largest  foreign 


companies  as  a  group?  To  make  our 
list,  a  company  needed  most  recent 
fiscal  year  revenues  of  at  least  $2.1 
billion.  Last  year  the  cutoff  was  $2 
billion.  The  5%  jump  suggests  that 
even  adjusting  for  inflation,  the  big 
are  getting  bigger.  The  gap  between 
the  smallest  and  the  largest  compa- 
nies closed  somewhat.  In  1984  reve- 
nues of  the  largest  company  (Royal 
Dutch/Shell)  were  43  times  those  of 
the  smallest  company.  Last  year  the 
ratio  was  41-to-l. 

From  where  do  the  500  hail?  Mus- 
cular Japan  leads  with  153  compa- 
nies (16  more  than  last  year),  with 


overall  revenues  of  $1.18  trillion — 
37%  of  the  entire  group's  revenues. 
Second-place  Britain,  with  71  com- 
panies (4  fewer  than  in  1984),  ac- 
counted for  $460  billion  in  reve- 
nues. Germany,  which  again  places 
third  in  terms  of  aggregate  sales, 
fielded  2  fewer  companies  but 
showed  a  19%  increase  in  sales,  to 
$375  billion. 

Companies  from  32  countries  are 
represented.  Asian  companies,  mir- 
roring robust  economic  conditions 
in  the  region,  now  account  for  over 
40%  of  revenues,  a  4%  increase  over 
last  year. 


Market 


Rank 

1985 

1984 

Company 

Country 

Fiscal 
year-end 

Revenue' 
(millions) 

Net 
income 
(millions) 

Assets 
(millions) 

value  of 
common- 
(millions) 

Employees 
(thousands) 

AEROSPACE  &  DEFENSE 

113 

89 

General  Electric  Co  Pic 

UK 

Mar 

$7,004 

$521 

$6,024 

$6,331 

165.6 

252 

351 

Aerospatiale  Group 

France 

Dec 

3,812 

60 

7,176 

none' 

43.2 

289 

299 

British  Aerospace  Pic 

UK 

Dec 

3,432 

164 

3,960 

1,697 

75.6 

483 

472 

Panavia  Aircraft 

Germany 

Dec 

2,156 

2 

3,398 

none' 

0.2 

499 

■ 

Rolls-Royce  Ltd 

UK 

Dec 

2,075 

99 

1,763 

none' 

41.4 

AUTOMOTIVE 

9 

10 

Toyota  Motor  Corp 

Japan 

June 

27,137 

1,626 

17,189 

16,221 

79.9 

20 

20 

Nissan  Motor  Co  Ltd 

Japan 

Mar 

18,945 

334 

14,415 

6,196 

108.5 

23 

27 

Volkswagen  Group 

Germany 

Dec 

17,935 

225 

14,139 

4,737 

259.0 

25 

34 

Daimler-Benz  Group 

Germany 

Dec 

17,802 

589 

14,438 

17,123 

231.1 

42 

44 

Fiat  Group 

Italy 

Dec 

14,192 

694 

18,840 

4,785 

226.2 

48 

45 

Renault  Group 

France 

Dec 

13,593 

-1,215 

13,935 

none^ 

196.4 

50 

60 

Honda  Motor  Co  Ltd 

Japan 

Feb 

12,776 

643 

9,323 

5,369 

53,7 

60 

64 

Peugeot  Groupe  SA 

France 

Dec 

11,162 

34 

9,310 

1,009 

176.8 

69 

63 

Volvo  Group 

Sweden 

Dec 

10,018 

520 

8,434 

3,047 

67.9 

112 

117 

Robert  Bosch  Group 

Germany 

Dec 

7,208 

124 

6,099 

none^ 

140.4 

116 

116 

Mazda  Motor  Corp 

Japan 

Oct 

6,795 

160 

4,433 

1,820 

27.6'* 

132 

136 

BMW-Bayerische  Motoren  Werke 

Germany 

Dec 

6,140 

102-' 

2,993" 

2,776 

53.9 

177 

162 

Michelin  Group 

France 

Dec 

4,830 

111 

6,930 

1,134 

110.0 

206 

184 

BL  Pic 

UK 

Dec 

4,427 

-178 

3,280 

none^ 

77.8 

223 

303 

Isuzu  Motors  Ltd '' 

Japan 

Oct 

4,137 

54 

3,289 

1,422 

16.0 

237 

273 

Nippondenso  Co  Ltd 

Japan 

Dec 

4,002 

179 

3,872 

4,739 

39.2 

262 

321 

Saab-Scania  Group 

Sweden 

Dec 

3,700 

160" 

3,505 

1,416 

45.2 

272 

283 

Bridgestone  Corp 

Japan 

Dec 

3,623 

88 

3,776 

1,433 

32.8 

291 

334 

Asahi  Glass  Co  Ltd 

Japan 

Dec 

3,429 

127 

4,030 

4,875 

17.4 

302 

234 

Pirelli  Group 

Switzerland/Italy 

June 

3,349 

78 

3,639^ 

1,265* 

62.0 

365 

348 

GKN  Pic 

UK 

Dec 

2,851 

55 

2,325 

902 

52.0 

■Not  ranked  last  year,  'Revenue  hgures  are  for  group  or  consolidated  operations  and  exclude  taxes  and  duties,  "A-s  of  Dec.  31,  1985.  'Not  publicly 
traded  ^Not  fully  consolidated.  ''Figures  are  latest  available,  ''Profit  before  appropriations  adjusted  to  a  50%  tax  rate  to  more  closeK'  conform  to  U.S 
.iccounting.  ^Ba.sed  on  current  cost  accounting,  '^Combined  market  value.  ''Estimates  taken  from  Japan  Company  Handbook,  NA:  Not  available  E:  Forbes 
estimate    P:  Pro  forma  for  merger  since  last  fiscal  year-end. 

General  note  Revenue  and  net  income  are  convened  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  convened  at  fiscal  year-end  rate.  For  companies 
I     with  January,  February  and  March  fiscal  year-ends,  1985  figures  are  used  when  more  current  data  are  not  available. 


SPECIAL  REPORT  ON  INTERNATIONAL  BUSINESS 


The  500  largest  foreign  companies 


Market 


Rank 

1985 

1984 

Company 

Country 

Fiscal 
year-end 

Revenue' 
(millions) 

Net 
income 
(millions) 

Assets 
(millions) 

value  of 
common^ 
(millions) 

Employees 
(thousands) 

AUTOMOTIVE 

371 

377 

Suzuki  Motor  Co  Ltd 

Japan 

Mar 

$2,770 

$34 

$1,638 

$741 

12.4" 

374 

400 

Fuji  Heavy  Industries  Ltd  * 

Japan 

Mar 

2,752 

61 

1,669 

978 

13.9 

387 

390 

Kubota  Ltd 

Japan 

Apr 

2,620 

61 

2,853 

2,416 

18.0 

446 

444 

Daihatsu  Motor  Co  Ltd 

Japan 

June 

2,293 

28 

1,301 

644 

17.0 

491 

■ 

Yamaha  Motor  Co  Ltd 

Japan 

Apr 

2,107 

1 

1,486 

514 

9.7" 

496 

482 

Nissan  Shatai  Co  Ltd  ' 

Japan 

Mar 

2,082 

17 

627 

273 

69 

BANKING 

51 

17 

Bank  Hapoalim  BM 

Israel 

Dec 

12,760 

263 

21,515 

16,904 

9.8 

61 

59 

National  Westminster  Bank  Pic 

UK 

Dec 

11,145 

572 

104,680 

3,587 

92.0 

64 

51 

Barclays  Group 

UK 

Dec 

10,849 

583 

99,949 

4,725 

105.9 

65 

56 

Banque  Nationale  de  Paris  Group 

France 

Dec 

10,707 

221 

123,081 

none^ 

59,3 

68 

61 

Credit  Lyonnais  Group 

France 

Dec 

10,057 

133 

111,458 

none^ 

54.9 

72 

81 

Banco  do  Brazil 

Brazil 

Dec 

9,789 

1,376 

56,081 

2,596 

117.5 

76 

90 

Dai-Ichi  Kangyo  Bank  Ltd 

Japan 

Mar 

9,344 

252 

131,298 

21,935 

21.1" 

78 

67 

Midland  Bank  Group 

UK 

Dec 

9,298 

158 

83,888 

1,496 

78.6 

81 

101 

Fuji  Bank  Ltd 

Japan 

Mar 

9,243 

248 

130,212 

17,462 

15.8" 

83 

71 

Societe  Generale  Group 

France 

Dec 

9,172 

145 

97,626 

none' 

44.2 

84 

97 

Sumitomo  Bank  Ltd 

Japan 

Mar 

9,157 

316 

122,907 

19,057 

14.5" 

89 

119 

BRADESCO  Group 

Brazil 

Dec 

8,679 

429' 

9,821' 

1,301 

159.0 

95 

91 

Credit  Agricole 

France 

Dec 

8,102'' 

123 

124,586 

none' 

74.1 

97 

110 

Mitsubishi  Bank  Ltd  * 

Japan 

Mar 

7,900 

254 

115,559 

16,580 

15.1 

98 

49 

Bank  Leumi  le-Israel  BM 

Israel 

Dec 

7,887 

134 

21,776 

1,464 

14.2 

99 

111 

Sanwa  Bank  Ltd 

Japan 

Mar 

7,856 

242 

110,267 

15,690 

15.8" 

101 

92 

Lloyds  Bank  Group 

UK 

Dec 

7,623 

531 

63,280 

2,496 

71.0 

103 

94 

Paribas  Group 

France 

Dec 

7,472 

150 

72,902 

none^ 

28.0 

107 

93 

Royal  Bank  of  Canada 

Canada 

Oct 

7,391 

360 

70,259 

2,463 

37.4 

115 

130 

Industrial  Bank  of  Japan  Ltd 

Japan 

Mar 

6,867 

183 

91,568 

11,169 

5.6" 

119 

123 

Bank  of  Tokyo  Ltd 

Japan 

Mar 

6,590 

213 

114,588 

6,728 

14.3 

121 

108 

Deutsche  Bank  Group 

Germany 

Dec 

6,562 

368 

96,371 

12,159 

48.9 

126 

122 

Bank  of  Montreal 

Canada 

Oct 

6,305 

250 

60,310 

1,963 

33.3 

134 

155 

Banco  Itau  Group 

Brazil 

Dec 

6,107 

224' 

6,151' 

386 

87.4 

142 

228 

BANESPA  Group 

Brazil 

Dec 

5,867 

157' 

6,332' 

85 

32.2 

144 

132 

Canadian  Imperial  Bank  of  Commerce 

Canada 

Oct 

5,804 

266 

55,491 

1,509 

33.6 

152 

177 

Long-Term  Credit  Bank  of  Japan  Ltd'' 

Japan 

Mar 

5,587 

115 

73,251 

7,680 

3.4 

153 

152 

Norinchukin  Bank  * 

Japan 

Mar 

5,569 

100 

85,847 

none^ 

3.1 

155 

185 

Tokai  Bank  Ltd 

Japan 

Mar 

5,525 

165 

82,180 

8,229 

13.7" 

156 

175 

Mitsui  Bauk  Ltd  " 

Japan 

Mar 

5,498 

143 

78,092 

8,852 

11.2 

165 

154 

Dresdner  Bank 

Germany 

Dec 

5,147 

146 

76,651 

4,160 

33.1 

173 

229 

Banca  Nazionale  del  Lavoro 

Italy 

Dec 

4,908 

126 

57,135 

none' 

25.4 

175 

■ 

Bancomer 

Mexico 

Dec 

4,860 

142 

9,927 

none' 

32.5 

189 

209 

Banco  Nacional  de  Mexico-Banamex 

Mexico 

Dec 

4,656 

119 

11,008 

none' 

27.4 

■Not  ranked  last  year.  'Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  taxes  and  duties.  "As  of  Dec.  31.  1985.  *Not  publicly 
traded  ^Not  fully  consolidated.  ^Figures  are  latest  available.  ""Profit  before  appropriations  adjusted  to  a  50%  tax  rate  to  more  clo.sely  conform  to  U  S 
accounting.  'Based  on  current  cost  accounting  "Combined  market  value.  ''Estimates  taken  from  Japan  Company  Handbook.  NA:  Not  available.  E:  Forbes 
estimate,    P:  Pro  forma  for  merger  since  last  fiscal  year-end. 

General  note.  Revenue  and  net  income  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  convened  at  fiscal  year-end  rate  For  companies 
with  January,  February  and  March  fiscal  year-ends,  1985  figures  are  used  when  more  current  data  are  not  available. 
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The  500  largest  foreign  companies 


Rank 

1985 

1984 

Company 

Country 

Fiscal 
year-end 

Revenue' 
(millions) 

Net 
income 
(millions) 

Assets 
(millions) 

Market 

value  of 
common^  Employees 
(millions)  (thousands) 

BANKING 

190 

174 

Bank  of  China 

China 

Dec 

$4,651 

$627 

$56,686 

none' 

28.3 

198 

196 

Westpac  Banking  Group 

Australia 

Sept 

4,600 

272 

34,781 

$1,567 

43.4 

199 

168 

Bank  of  Nova  Scotia 

Canada 

Oct 

4,558 

224 

44,686 

1,513 

25.8 

204 

211 

Suez  Group 

France 

Dec 

4,455 

168 

39,778 

1,678 

15.5 

211 

250 

Taiyo  Kobe  Bank  Ltd  " 

Japan 

Mar 

4,346 

78 

64,269 

5,491 

14.9 

213 

343 

Australia  &  New  Zealand  Banking  Group  Australia 

Sept 

4,335 

244 

30,276 

1,014 

38.0 

227 

202 

Westdeutsche  Landesbank  Group 

Germany 

Dec 

4,054 

15 

57,737 

none^ 

7,5 

229 

329 

Sanpaolo  Group 

Italy 

Dec 

4,044 

274 

42,183 

none'' 

17.4 

231 

220 

CARIPLO  Group 

Italy 

Dec 

4,030 

90 

39,325 

none' 

13.6 

232 

224 

Generale  Bank  Group 

Belgium 

Dec 

4,028 

82 

40,932 

876 

29.5 

235 

112 

IDB  Bankholding  Corp  Ltd 

Israel 

Dec 

4,009 

73 

11,475 

795 

7.9 

238 

222 

Union  Bank  of  Switzerland 

Switzerland 

Dec 

4,000 

281 

67,157 

10,192 

18.7 

241 

227 

Toronto-Dominion  Bank 

Canada 

Oct 

3,955 

306 

36,746 

2,407 

20.4 

244 

252 

Monte  dei  Paschi  di  Siena  Banking  Group  Italy 

Dec 

3,900E 

163 

28,855'^ 

none' 

17.4 

253 

240 

Commerzbank 

Germany 

Dec 

3,803 

116 

55,752 

2,646 

24.2 

271 

315 

Unibanco  Group 

Brazil 

Dec 

3,630 

64' 

3,350' 

63 

42.4 

274 

264 

Bayerische  Vereinsbank  Group 

Germany 

Dec 

3,608 

70 

53,792 

2,089 

13.1 

278 

247 

Swiss  Bank  Corp 

Switzerland 

Dec 

3,521 

245 

61,609 

8,012 

14.8 

285 

346 

Nippon  Credit  Bank  Ltd  * 

Japan 

Mar 

3,447 

70 

44,718 

3,954 

1.9 

293 

139 

Standard  Chartered  Group 

UK 

Dec 

3,425 

192 

41,649 

959 

33.0 

312 

320 

CIC-Credit  Industriel  et  Commercial 

France 

Dec 

3,268 

71 

35,273 

none^ 

25.5 

320 

403 

Mitsubishi  Trust  &  Banking  Corp  '* 

Japan 

Mar 

3,207 

76 

67,755 

5,551 

6.3 

329 

337 

Nacional  Financiera  SA 

Mexico 

Dec 

3,178 

30 

15,805 

none* 

3.5 

338 

314 

Commonwealth  Banking  Corp  Group 

Australia 

June 

3,096 

183 

23,345 

none'' 

36.9 

343 

339 

Bayerische  Hypotheken-und 
Wechsel-Bank 

Germany 

Dec 

3,050 

72 

45,764 

2,553 

11.9 

348 

449 

Mitsui  Trust  &  Banking  Co  Ltd 

Japan 

Mar 

3,004 

64 

58,447" 

4,765 

5.4" 

350 

369 

National  Australia  Bank  Group 

Australia 

Sept 

2,994 

245 

25,002 

1,040 

23.6 

363 

411 

Daiwa  Bank  Ltd  " 

Japan 

Mar 

2,887 

65 

57,549 

4,249 

9.6 

372 

■ 

Bamerindus  Group 

Brazil 

Dec 

2,761 

56' 

2,644' 

123 

22.7 

375 

486 

Sumitomo  Trust  &  Banking  Co  Ltd  ■* 

Japan 

Mar 

2,752 

77 

61,940 

5,403 

5.9 

381 

370 

Banco  di  Napoli 

Italy 

Dec 

2,711 

8 

29,603 

none^ 

13.5 

383 

446 

Kyowa  Bank  ■* 

Japan 

Mar 

2,664 

58 

41,299 

3,461 

10.0 

388 

402 

Bayerische  Landesbank  Girozentrale 

Germany 

Dec 

2,609 

48 

46,781 

none^ 

4.1 

390 

412 

Shuko  Chukin  Bank 

Japan 

Mar 

2,590 

19 

37,390 

none' 

6.7 

393 

457 

Saitama  Bank  Ltd  * 

Japan 

Mar 

2,584 

61 

38,984 

3,081 

8.6 

394 

372 

Credit  Suisse 

Switzerland 

Dec 

2,582 

206 

42,697 

5,852 

12.7 

407 

■ 

Yasuda  Trust  &  Banking  Co  Ltd 

Japan 

Mar 

2,500 

42 

48,635 

3,127 

5.2 

415 

169 

Banco  de  la  Nacion  Argentina 

Argentina 

Dec 

2,444 

153 

8,951 

none' 

20.2 

417 

481 

Kredietbank  NV 

Belgium 

Mar 

2,429 

70 

28,336 

623 

11.6 

■Not  ranked  la.st  year  'Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  taxes  and  duties.  'As  of  Dec.  31,  198^  ^Not  publicK' 
traded,  'Not  fully  consolidated.  ^Figures  are  latest  available.  ''Profit  before  appropriations  adjusted  to  a  50%  tax  rate  to  more  closeK-  conform  to  U.S, 
accounting  ^Based  on  current  cost  accounting.  "Combined  market  value.  'Estimates  taken  from  Japan  Company  Handbook.  NA.  Not  available.  E:  Forbes 
estimate    P;  Pro  forma  for  merger  since  last  fiscal  year  end 

General  note  Revenue  and  net  income  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year,  assets  are  converted  at  fiscal  year-end  rate.  For  companies 
with  January,  February  and  March  fiscal  year-ends,  1985  figures  are  used  when  more  current  data  are  not  available. 
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Market 


BANKING 

423             ■         Hokkaido  Takushoku  Bank  Ltd "              Japan               Mar  $2,410  $39  $31,211  $2,450  7.0 

425            420        Banco  Central  Group                              Spain               Dec  2,384  131  52,519            784  25.4 

436            430        Banque  Bruxelles  Lambert                       Belgium            Sept  2,342  35  27,479            373  13.3 

447            424        DG  Bank  Group                                     Germany          Dec  2,289  65  42,158  none^  4.2 

460  471        Svenska  Handelsbanken                         Sweden            Dec  2,240  108^  21,633            789  6.1 

461  376       Skandinaviska  Enskilda  Bank  Group         Sweden            Dec  2,238  130^  22,966  1,257  8.1 

468  454        Banco  di  Sicilia                                      Italy                 Dec  2,224  10  18,711  none'  9.3 

469  ■         Export-Import  Bank  of  Japan                    Japan                Mar  2,218  NA  24,356  none^  0.5 

485  ■         Banco  Hispano  Americano                      Spam               Dec  2,148  77  19,229           319  19.8 

486  484  Japan  Development  Bank  Japan  Mar  2,142  150  29,633  none^  1.1 
492  500  Credit  Communal  de  Belgique  Belgium  Dec  2,102  18  23,922  none^  2.9 
495  ■  Bank  of  Yokohama  Ltd  Japan  Mar  2,085  66  29,674  3,209  7.0 
497           478       Norddeutsche  Landesbank  Group             Germany          Dec  2,082  26  37,628  none'  6.0 

BEVERAGES 

261            298        Allied-Lyons  Pic                                     UK                  Mar  3,745  270  4,562  2,647  70.3 

445            422        Kirin  Brewery  Co  Ltd                              Japan                Jan  2,300E  136  2,537^  3,325  7.5'' 

467            426        Bass  Pic                                                UK                  Sept  2,224  204  3,026  3,102  71.3 

488             ■         Seagram  Co  Ltd                                      Canada             Jan  2,113  319  6,274  4,566  14.3 

BUILDING  PRODUCTS 

102           106       Saint-Gobain                                       France             Dec  7,555  83  10,077  none^  148.9 

487  458        Pioneer  Group                                       Australia          June  2,125  67  1,273            647  7.6 

CHEMICALS  &  DRUGS 

31             33       BASF  Group                                        Germany          Dec  16,198  338  11,517  5,646  130.2 

36              35        Bayer  Group                                          Germany          Dec  15,600  427  12,332  5,733  176.1 

40             40       Hoechst  Group                                    Germany          Dec  14,511  407  11,119  6,117  180.6 

45              48        Imperial  Chemical  Industries  Pic              UK                  Dec  13,903  663  12,013  7,123  118.6 

105  96        CIBA-GEIGY  Group                               Switzerland       Dec  7,415  440  10,867'  6,921  81.0 

106  104  Montedison  Group  Italy  Dec  7,401  59  8,670  1,804  69.7 
111  105  NVDSM  Netherlands  Dec  7,283  121  4,825  none'  26.6 
130  134  Rhone-Poulenc  Group  France  Dec  6,243  257  6,069  none'  78.0 
157  156  Akzo  Group  Netherlands  Dec  5,422  253  4,240  2,086  65.0 
161  171  Mitsubishi  Chemical  Industries  Japan  Jan  5,304  32  5,945  3,137  17.3 
219  274  Sumitomo  Chemical  Co  Ltd  Japan  Dec  4,176  43  5,194  1,946  12.6 
225            232        Asahi  Chemical  Industry  Co  Ltd               Japan                Mar  4,084  67  3,429  4,686  15.9'* 

254  237        Solvay  Group  Belgium  Dec  3,796  115  3,662  950  44.5 

270            268        Roche/Sapac  Group                                Switzerland       Dec  3,638  183  6,059  4,477  45.5 

287  317       Sandoz  Group  Switzerland      Dec  3,440  215  4,023  3,493  40.2 

288            312        Formosa  Plastics  Group                           Taiwan             Dec  3,439  202  3,612  none'  39.0 

■Not  ranked  last  year.  'Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  taxes  and  duties  "As  of  Dec,  31.  1985.  *Not  publicly 
traded.    ''Not  fully  consolidated.    'Figures  are  latest  available    ''Profit  before  appropriations  adjusted  to  a  50%  tax  rate  to  more  closeh'  conform  to  U  S 

accounting.  "'Based  on  current  cost  accounting  '^Combined  market  value.  ''Estimates  taken  from  Japan  Company  Handbook,  NA:  Not  available,  E;  Forbes 
estimate.    P:  Pro  forma  for  merger  since  last  fiscal  year-end 

General  note  Revenue  and  net  income  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at  fiscal  year-end  rate.  For  companies 
with  January,  Februarv-  and  March  fiscal  year-ends,  1985  figures  are  used  when  more  current  data  are  not  available. 
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The  500  largest  foreign  companies 


Rank 

1985 

1984 

Company 

Country 

Fiscal 
year-end 

Revenue' 
(millions) 

Net 
income 
(millions) 

Assets 
(millions] 

Market 

value  of 
common^  Employees 
(millions)  (thousands) 

CHEMICALS  &  DRUGS 

334 

301 

Henkel  Group 

Germany 

Dec 

$3,133 

$57 

$2,414 

none'' 

30.9 

351 

373 

Couttaulds  Pic 

UK 

Mar 

2,993 

143 

2,069 

$1,052 

67.7 

430 

408 

Ube  Industries  Ltd 

Japan 

Mar 

2,372 

20 

3,291 

866 

8.3' 

456 

■ 

Mitsui  Toatsu  Chemicals 

Japan 

Mar 

2,250^ 

NA 

2,158"^ 

702 

5.4 

465 

443 

Takeda  Chemical  Industries  Ltd 

Japan 

Mar 

2,226 

91 

2,682 

4,012 

13.4 

COMMODITIES 

85 

85 

S&W  Berisford  Pic 

UK 

Sept 

9,050 

-19 

2,066 

448 

10,9 

163 

161 

Ferruzzi  Group 

Italy 

Dec 

5,237 

NA 

NA 

none' 

18.0 

260 

219 

Canadian  Wheat  Board 

Canada 

July 

3,762 

NA 

3,847 

none^ 

0.5 

264 

217 

Alfred  C  Toepfer  Internationale  Gruppe  Germany 

Nov 

3,675 

NA 

NA 

none'' 

0.6 

449 

353 

Cie  Financiere  Sucres  et  Denrees 

France 

Dec 

2,280 

5 

905 

none^ 

4.5 

COMMUNICATIONS 

12 

18 

Nippon  Telegraph  &  Telephone  Corp 

Japan 

Mar 

23,029 

636 

60,837 

none^ 

300.0 

27 

22 

Deutsche  Bundespost 

Germany 

Dec 

17,227 

NA 

57,137 

none^ 

488.1 

41 

32 

PTT-Postes  et  Telecommunications 

France 

Dec 

14,256 

NA 

NA 

none' 

499.0 

56 

68 

British  Telecom 

UK 

Mar 

11,554 

1,469 

21,737 

16,640 

236.0 

74 

84 

Bell  Canada  Enterprises 

Canada 

Dec 

9,708 

769 

14,728 

7,416 

108.3 

230 

207 

British  Post  Office 

UK 

Mar 

4,036 

175 

4,594' 

none' 

182.4 

258 

267 

Telefonaktiebolaget  LM  Ericsson 

Sweden 

Dec 

3,776 

85 

4,874 

1,091 

74.7 

298 

297 

Schweizerische  PTT 

Switzerland 

Dec 

3,383 

146 

9,519 

none^ 

57.0 

328 

326 

Netherlands  PTT 

Netherlands 

Dec 

3,186 

527 

14,897 

none^ 

90.6 

391 

388 

STC  Group  Pic 

UK 

Dec 

2,589 

-69 

1,780 

788 

48.0 

420 

440 

Telefonica 

Spain 

Dec 

2,421 

230 

11,718 

2,993 

62.8 

CONSTRUCTION 

184 

183 

Taisei  Corp 

Japan 

Mar 

4,691 

48 

4,351 

1,245 

12.6 

218 

192 

Kajima  Corp 

Japan 

Nov 

4,216 

55 

6,318 

1,882 

16.0 

255 

221 

Shimizu  Construction  Co  Ltd 

Japan 

Mar 

3,782 

49 

3,827 

1,314 

10.2 

281 

■ 

Takenaka  Komuten  Co  Ltd 

Japan 

Dec 

3,488 

30 

3,925 

none' 

8.5 

332 

342 

Ohbayashi  Corp 

Japan 

Mar 

3,155 

36 

3,660 

1,104 

10.4 

339 

357 

Kumagai  Gumi  Co  Ltd 

Japan 

Sept 

3,092 

66 

4,855 

1,702 

7.9" 

385 

398 

Bouygues  Group 

France 

Dec 

2,637 

49 

3,596 

615 

25.6 

398 

354 

Philip  Holzmann  AG 

Germany 

Dec 

2,531 

9 

1,168 

354 

29.6 

429 

442 

Trafalgar  House  Pic 

UK 

Sept 

2,372 

120 

1,970 

1,724 

34.3 

494 

■ 

Sekisui  House  Ltd 

Japan 

Jan 

2,085 

40 

3,096 

1,709 

8.4'' 

CONSUMER  ELECTRONICS 

15 

16 

Matsushita  Electric  Industrial  Co 

Japan 

Nov 

20,853 

1,017 

21,605 

11,374 

134.0 

129 

126 

Sanyo  Electric  Co  Ltd 

Japan 

Nov 

6,265 

149 

6,236 

2,254 

25.4 

143 

146 

Sony  Corp 

Japan 

Oct 

5,859 

297 

6,842 

4,703 

44.9 

■Not  ranked  last  year.    'Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  taxes  and  duties.    ^As  of  Dec.  31,  1985.    ^Not  publicly 
traded.    ''Not  fully  consolidated    ^Figures  are  latest  available    ''Profit  before  appropriations  adjusted  to  a  S0%  tax  rate  to  more  closely  conform  to  U.S. 
accounting.     Based  on  current  cost  accounting.    "Combined  market  value.    'Estimates  taken  from  Japan  Companv'  Handbook.    NA:  Not  available    E:  Forbes 
estimate.    P:  Pro  forma  for  merger  since  last  fiscal  year-end, 

General  note  Revenue  and  net  income  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at  fiscal  year-end  rate.  For  companies 
with  January,  February  and  March  fiscal  year-ends,  1985  figures  are  used  when  more  current  data  are  not  available 
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MCImeans  a  world  of  service 
for  the  business  world 


MCI:  On  top  of  the  world.  No  business  is  an  island. 

To  compete  effectively  in  a  global  market,  you  must 
communicate  effectively  on  a  global  scale.  You  need  a 
communications  company  with  international 
facilities  of  the  highest  order.  That 

J  7  Y  **' 


1  f 


takes  a  fresh  approach  to 
service  and  technology 
And  how  they  fit  together.  A  company  that  can  promise  the 
\     world— and  deliver. 

That  company  is  MCI— a  state-of-the-art  digital  system 
that  can  help  you  compete.  In  the  past  four  years,  MCI 
has  invested  $3.5  billion  in  the  latest  technology  making  us 
the  world's  most  modern  communications  network.  Provid 
ing  you  with  a  quality  that's  second  to  none.  And  a  commit- 
ment that's  unprecedented.  For  one  very  important  reason: 
The  competition  is  good.  We  have  to  be  better. 

Around  the  world  in  many  ways.  Our  international 
voice  and  data  network  is  truly  impressive.  For  service 

I  )ur  digitally  switched  network 
lealiv  t?oes  niaces. 


ith  unparalleled  flexibility.  And  a  range  and  breadth  that's  striking. 

Such  as  Telex,  with  our  substantial  investment  to  bring  you  services  like  SAFE®— the 
I  Drld's  most  advanced  store  and  forward  Telex  system.  There's  IBS*  a  high  speed  digital 
!  ansmission  link  for  data,  voice— even  video  conferencing.  MCI  International  Letter^^^  or 


DO  e 


Innovative  technology 
means  communications  , 
on  a  global  scale. 


CI  International  Courier^'^  lets  you  send  messages  with  the  speed  of  light,  laser  prints 
em  at  our  overseas  print  center,  then  delivers  hard  copy  by  your  choice  of  mail  or  courier, 
/en  our  innovative  COMM  Desk™  software  that  turns  any  IBM-compatible  PC  into  an 
ternational  communications  system.  With  MCI,  you've  got  the  world  in  your  backyard. 
As  the  world  gets  smaller,  MCI  gets  bigger.  Today,  your  business  is  competing  in  a 
lole  new  world.  Where  speed  and  flexibility  are  your 
eatest  assets.  And  as  your  markets  and  opportunities  | 
:pand,  you  can  count  on  MCI  to  be  right  there  with  you. 
scause  MCI  has  an  unprecedented  commitment  to  the 
ture.  Yours,  and  ours. 


sisat  Business  Service. 


MCI 

COMMUNICATIONS  FOR  THE  NEXT100  YEARS! 


Cl,  the  MCI  logo,  and  SAFE  are  registered  service  marks  fjf  MCI  Communiciitions  Corporation. 

ICf  International  Letter  MCI  International  Courier  and  Communications  For  The  Next  Kid  Years  are  service  marks  of  MC!  Comniiinii  ations  Cornorst  ion. 


SPECIAL  ri:port  on  international  business 


The  500  largest  foreign  companies 


Rank 

198S 

!  '>84 

Company 

Country 

Fiscal 
year-end 

Revenue' 
(millions) 

Net 
income 
(millions) 

Assets 
(millions) 

Market 

value  of 
common^  Employees 
(millions)  (thousands) 

industrial  gases 

434 

341 

BOC  Group  Pic 

UK 

Sept 

$2,359 

$127 

$3,571 

$1,803 

36.9 

471 

437 

L'Aire  Liquide  Group 

France 

Dec 

2,215 

125 

2,745 

2,642 

25.0 

insurance 

30 

38 

Nippon  Life  Insurance  Co 

lapan 

Mar 

16,218 

2,318 

42,498 

none' 

14.0 

59 

■ 

Zenkyoren 

Japan 

Mar 

11,351 

NA 

39,480 

none* 

7.0 

63 

■ 

Dai-ichi  Mutual  Life  Insurance 

Japan 

Mar 

11,004 

1,537 

27,906 

none' 

11.8 

92 

99 

Sumitomo  Life  Insurance  Co 

Japan 

Mar 

8,438 

1,223 

23,129 

none' 

10.7 

137 

135 

Allianz  Worldwide 

Germany 

Dec 

6,000E 

111* 

9,410" 

10,141 

25.2 

151 

159 

Meiji  Mutual  Life  Insurance  Co 

Japan 

Mar 

5,590 

818 

15,313 

none' 

8.1 

186 

181 

Nationale-Nederlanden 

Netlierlands 

Dec 

4,688 

181 

24,162 

3,490 

21.5 

187 

172 

Prudential  Corp  Pic 

UK 

Dec 

4,682 

98 

28,894 

3,412 

27.0 

191 

213 

Generali  Group 

Italy 

Dec 

4,650E 

90'' 

4,241 

5,738 

18.0 

192 

206 

Asalii  Mutual  Life  Insurance 

Japan 

Mar 

4,629 

730 

13,792 

none' 

35.5 

193 

214 

Swiss  Re  Group  ^ 

Switzerland 

Dec 

4,625 

51 

11,715 

1,781 

13.7 

194 

300 

UAP-Union  des  Assurances  de  Paris 

France 

Dec 

4,623 

199 

12,819 

404 

17.2 

195 

199 

Zuricti  Insurance  Group 

Switzerland 

Dec 

4,622 

50" 

5,610" 

4,139 

22.7 

203 

231 

Royal  Insurance  Pic 

UK 

Dec 

4,468 

13 

13,076 

2,714 

20.0 

259 

270 

Mitsui  Mutual  Life  Insurance  Co 

Japan 

Mar 

3,768 

632 

10,446 

none' 

29.3 

277 

374 

Sun  Life  Assurance  Co 

Canada 

Dec 

3,532 

105 

11,420 

none' 

5.0 

283 

292 

Yasuda  Mutual  Life  Insurance  Co 

Japan 

Mar 

3,461 

563 

9,111 

none' 

21.8 

290 

256 

Miincliener  Riickvetsicherungs 

Germany 

June 

3,431 

14 

7,422 

5,968 

2.8 

309 

230 

Commercial  Union  Assurance  Co  Pic 

UK 

Dec 

3,297 

-39 

13,495 

1,371 

18.3 

319 

336 

Winterthur  Group 

Switzerland 

Dec 

3,210 

57 

11,092 

3,235 

12.0 

321 

331 

Sun  Alliance  &  London  Insurance  Plc 

UK 

Dec 

3,203 

35 

11,963 

1,481 

18.0 

330 

396 

Manufacturers  Life  Insurance  Co 

Canada 

Dec 

3,173 

165 

11,753 

none' 

4.7 

362 

397 

AGF-Assurances  Generales  de  France 

France 

Dec 

2,900E 

148 

8,546 

1,582 

11.9 

367 

371 

Guardian  Royal  Exchange  Plc 

UK 

Dec 

2,819 

-89 

10,236 

1,655 

15.7 

369 

368 

Tokio  Marine  &  Fire  Insurance  Co  Ltd 

Japan 

Mar 

2,786 

148 

12,526 

6,172 

10.3 

382 

359 

General  Accident  Fire  &  Life  Assurance 

UK 

Dec 

2,698 

44 

5,910 

1,749 

17.0 

400 

■ 

Nissan  Fire  &  Marine  Insurance 

Japan 

Mar 

2,519 

10 

1,544 

481 

3.2 

406 

456 

Great- West  Life  Assurance  Co 

Canada 

Dec 

2,501 

88 

7,728 

644 

4.3 

410 

410 

AEGON  Insurance  Group 

Netherlands 

Dec 

2,485 

92 

12,196 

1,467 

7.2 

440 

■ 

Legal  &  General  Group 

UK 

Dec 

2,329 

48 

14,871 

1,626 

6.9 

451 

483 

AMEV  NV 

Netherlands 

Dec 

2,261 

92 

8,723 

1,712 

9.6 

462 

474 

Crownx 

Canada 

Dec 

2,236 

48 

5,084 

433 

26.5 

463 

497 

Swiss  Life  Insurance  &  Pension  Co 

Switzerland 

Dec 

2,235 

316 

11,678 

none' 

3.7 

■Not  ranked  lasl  year     'Revenue  hgures  are  lor  group  or  ainsohdaied  operauons  and  exclude  ta-\e^  and  dutle^  of  Dei.  31.  19Ht     'Noi  publich 

traded  ^Not  fully  consolidated  'Figures  are  latest  available  "Profit  before  appropriations  adjusted  to  a  50%  ta.\  rate  to  more  closeK'  conform  to  I'  S 
accounting.  Based  on  current  cost  accounting  "Combined  market  value  '^Estimates  taken  from  japan  Compam' Handbook  NA:  Not  available  E  FoRBE^ 
estimate    P:  Pro  forma  for  merger  since  last  fiscal  year-end 

General  note  Revenue  and  net  income  are  converted  at  an  av  erage  rate  of  exchange  for  the  fiscal  year;  assets  are  conv  erted  at  fiscal  year  end  rate  For  compa^le^ 
with  Januarv',  February-  and  March  fiscal  year-ends,  19HS  figures  are  u.sed  when  more  current  data  are  not  available 
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Come  to  the  top. 


Make  'AAA'  rated  Credit  Suisse 
your  global  banking  partner. 


D'jr  Credit  Suisse  international  banking 
artner  can  bring  you  a  unique  connbi- 
ation  of  resources,  contacts  and  know- 
ow  all  backed  by  a  130-year  tradition  of 
omnnitment  to  excellence. 

At  Credit  Suisse,  you'll  benefit  from 
le  global  resources  of  our  entire  group  of 
Dmpanies,  including  Credit  Suisse  First 


Boston  and  a  network  of  over  50  banking 
offices  on  all  five  continents. 

In  fact.  Credit  Suisse  is  one  of  the 
world's  nnost  hiighily  capitalized  banks, 
with  "AAA"  long-ternn  debt  rating,  a  dis- 
tinction assigned  to  only  a  handful  of 
banks  worldwide.  As  well  as  an  A1-I-/P1 
short-term  rating. 


Whatever  your  global  banking  needs 
may  be,  at  Credit  Suisse  you'll  find  the 
reliability  and  creativity  you'd  expect  from 
an  acknowledged  world  leader  in  finan- 
cial services. 

Credit  Suisse.  We  do  more  to  keep 
you  at  the  top. 


CREDIT  SUISSE 
CS 


Head  office:  8001  Zurich,  Paradeplatz  8  Offices  in  USA:  New  York   Los  Angeles   Atlanta   Chicago   Houston   t^iami   San  Francisco 


SPECIAL  REPORT  ON  INTERNATIONAL  BUSINESS 


The  500  largest  foreign  companies 


Rank 

1985 

1984 

Company 

Country 

Fiscal 
year-end 

Revenue' 
(millions) 

Net 
income 
(millions 

Assets 
1  (millions) 

Market 
value  of 
common^ 
(millions) 

Employees 
(thousands) 

INSURANCE 

476 

479 

Yasuda  Fire  &  Marine  Ins  Co  Ltd* 

Japan 

Mar 

$2,192 

$40 

$5,118 

$2,181 

10.1 

481 

■ 

Standard  Life  Assurance  Co 

UK 

Nov 

2,158 

1,073 

14,572 

none' 

3.4 

MINING 

100 

88 

Ruhtkohle 

Germany 

Dec 

7,647 

38 

6,887 

none* 

133.2 

209 

■ 

Charbonnages  de  France  Group 

France 

Dec 

4,384 

-170 

5,736 

none' 

70.0 

397 

109 

National  Coal  Board 

UK 

Mar 

2,535 

-2,795 

8,464 

none' 

225.9 

404 

414 

Saarberg  Group 

Germany 

Dec 

2,508 

-5 

1,825 

none' 

30.5 

444 

262 

Gencor-General  Mining  Union 

South  Afnca 

Dec 

2,313 

183 

2,888 

1,016 

243.7 

MULTICOMPANY 

11 

11 

IRI  Group 

Italy 

Dec 

23,515 

-583 

47,622' 

none' 

483.7 

13 

14 

Hitachi  Ltd 

Japan 

Mar 

22,663 

679 

28,753 

10,917 

164.1 

35 

65 

Samsung  Group 

Korea 

Dec 

15,745 

112 

8,242 

none' 

129.0 

37 

55 

Toshiba  Corp 

Japan 

Mar 

15,256 

268 

17,637 

4,934 

120.0 

44 

37 

B.A.T  Industries  Pic 

UK 

Dec 

13,929 

829 

12,769 

6,674 

198.0 

46 

66 

Hyundai  Group 

Korea 

Dec 

13,890 

78 

8,515 

none' 

156.0 

62 

57 

Canadian  PaciKc  Ltd 

Canada 

Dec 

11,014 

180 

15,345 

3,994 

123.4 

66 

58 

INI  Group 

Spain 

Dec 

10,364 

-956 

20,196' 

none' 

191.2 

73 

77 

Lucky-Gold  Star  Group 

Korea 

Dec 

9,765 

77 

5,974 

none' 

70.0 

86 

72 

OIAG-Osterreichische  Industrie 

\/nrur4ltiinoc  A 
V  crwd llUUgs  l\ Vj 

Austria 

Dec 

9,016 

NA 

2,163 

none' 

102.2 

90 

87 

Daewoo  Group 

Korea 

Dec 

8,615 

53 

9,008 

none' 

93.0 

94 

100 

Mitsubishi  Electric  Corp 

Japan 

Mar 

8,332 

192 

7,191 

3,124 

68.7 

125 

115 

Sunkyong  Group 

Korea 

Dec 

6,375 

54 

2,487 

none' 

21.9 

141 

98 

Barlow  Rand  Group 

South  Africa 

Sept 

5,878 

-21 

3,647 

926 

151.5 

167 

178 

BTR  Pic 

UK 

Dec 

5,030 

293 

4,459 

5,960 

85.4 

174 

198 

Norsk  Hydro  AS 

Norway 

Dec 

4,876 

241 

6,022 

1,664 

26.4 

210 

158 

Axel  Johnson  Group 

Sweden 

Dec 

4,350 

NA 

NA 

none' 

28.5 

221 

212 

VIAG  Group 

Germany 

Dec 

4,143 

36 

2,524 

none' 

22.0 

226 

170 

Preussag  Group 

Germany 

Dec 

4,067 

-1 

2,360 

832 

21.3 

240 

235 

SHV  Holdings  NV 

Netherlands 

Dec 

3,964 

46 

1,640 

none' 

21.0 

243 

127 

Klockner  &  Co 

Germany 

Dec 

3,902 

13 

1,389 

none' 

7.2'' 

256 

■ 

Energoinvest 

Yugoslavia 

Dec 

3,780 

124 

2,798 

none^ 

51.5 

269 

282 

Ssangyong  Group 

Korea 

Dec 

3,653 

28 

2,947 

none' 

13.3^ 

299 

276 

Kawasaki  Heavy  Industries  Ltd 

Japan 

Mar 

3,381 

32 

4,211 

1,095 

26.4 

308 

286 

Hanson  Trust  Pic 

UK 

Sept 

3,319 

253 

3,995 

4,014 

64.0 

311 

253 

Feldmiihle  Nobel  Group 

Germany 

Dec 

3,281 

79 

3,262 

none^ 

42.6 

354 

395 

K09  Group 

Turkey 

Dec 

2,958 

51 

1,067 

none' 

31.1 

355 

423 

Genstat  Corp 

Canada 

Dec 

2,952 

125 

18,153 

879 

26.3 

357 

333 

Haci  diner  Sabanci  Holding  Corp 

Turkey 

Dec 

2,933 

83 

2,779 

none' 

27.9 

378 

378 

Korea  Explosives  Group 

Korea 

Dec 

2,723 

2 

2,163 

none^ 

16.3 

399 

392 

Hiram  Walker  Resources  Ltd 

Canada 

Sept 

2,530 

208 

4,192 

1,734 

10.7 

■Not  ranked  last  year     'Revenue  hgures  are  for  group  or  consolidated  operations  and  exclude  taxes  and  duties     -As  of  Dec  31.            Not  publicK 
traded     ^Not  fully  consolidated.    ^Figures  are  latest  available    ''Profit  before  appropriations  adjusted  to  a  S0%  tax  rate  to  more  closely  conform  to  LI  S 
accounting.     Based  on  current  cost  accounting.    "Combined  market  value.    ''Estimates  taken  from  japan  Company  Handbook.    NA:  Not  available.    E:  Forbes 
estimate    P:  Pro  forma  for  merger  since  last  fiscal  year-end. 

Oetieral  note:  Revenue  and  net  income  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  \  ear:  as.seLs  are  converted  at  fiscal  year-end  rate.  For  companies 
with  January,  Februan-  and  March  fiscal  year-ends,  1985  figures  are  used  when  more  current  data  are  not  available. 
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SPECIAL  REPORT  ON  INTERNATIONAL  BUSINESS 


The  500  largest  foreign  companies 


Rank 

1985 

1984 

Company 

Fiscal 

Country  year-end 

Revenue' 
(millions) 

Net 
income 
(millions) 

Assets 
(millions) 

Market 
value  of 
common^ 
(millions) 

Employees 
(thousands) 

MULTICOMPANY 

403 

418 

CSR  Group 

Australia 

Mar 

$2,511 

$-54 

$2,656 

$1,285 

13.5 

432 

431 

Hyosung  Group 

Korea 

Dec 

2,367 

18 

1,993 

none' 

23.5 

448 

429 

Internationai  Thomson  Organisation 

Canada 

Dec 

2,285 

143 

1,950 

1,898 

19.0 

489 

141 

Peninsular  &  Oriental  Steam  Navigat 

on  UK 

Dec 

2,112 

114 

2,432 

1,607 

31.5 

NONFERROUS  METALS 

114 

86 

Rio  Tinto-Zinc  Corp  Pic 

UK 

Dec 

6,884 

271 

10,203 

2,325 

75.2 

146 

145 

Alcan  Aluminium  Ltd 

Canada 

Dec 

5,718 

-216 

6,861 

2,893 

70.0 

239 

223 

Pechiney 

France 

Dec 

3,997 

81 

5,162 

none"* 

48.1 

251 

225 

Degussa  AG 

Germany 

Sept 

3,826 

36 

1,596 

985 

23.9 

266 

244 

Metallgesellschaft 

Germany 

Sept 

3,661 

18 

1,922 

739 

24.8 

313 

266 

Alusuisse 

Switzerland 

Dec 

3,257 

-281 

3,904 

433 

33.6 

402 

393 

Noranda 

Canada 

Dec 

2,518 

-185 

4,465 

1,386 

25.4 

441 

■ 

Mitsubishi  Metal  Corp 

Japan 

Mar 

2,325 

25 

2,185 

1,491 

5.5' 

OFFICE  EQUIPMENT 

80 

95 

NEC  Corp 

(apan 

Mar 

9,248 

274 

10,737 

9,118 

90.1 

124 

157 

Fujitsu  Ltd 

Japan 

Mar 

6,397 

364 

6,814 

7,733 

74.2 

236 

272 

Canon  Inc 

Japan 

Dec 

4,006 

155 

4,992 

3,177 

34.1 

317 

394 

Olivetti  Group 

Italy 

Dec 

3,215 

263 

4,244 

1,982 

48.9 

464 

■ 

Ricoh  Co  Ltd 

Japan 

Mar 

2,234 

68 

2,029 

2,221 

25.0 

OIL  &  GAS 

1 

1 

Royal  Dutch/Shell  Group 

Netherlands/UK  Dec 

81,791 

3,930 

74,894 

27,454** 

142.0 

7 

6 

British  Petroleum  Co  Pic 

UK 

Dec 

53,131 

867 

43,574 

14,738 

129.5 

10 

9 

ENI-Ente  Nazionale  Idrocarburi 

Italy 

Dec 

24,461 

427 

27,218 

none' 

130.0 

16 

12 

Pemex-Petroleos  Mexicanos 

Mexico 

Dec 

20,414 

4,373 

36,836 

none' 

149.2 

18 

15 

Elf  Aquitaine  Group 

France 

Dec 

20,105 

584 

22,224 

2,667 

73.8 

19 

21 

TOTAL  Group-Fran^aise  des  Petroles 

France 

Dec 

19,267 

163 

12,231 

1,178 

44.6 

26 

29 

Kanematsu-Gosho  Ltd 

Japan 

Mar 

17,649 

4 

5,010 

325 

3.0 

32 

24 

VEBA  Group 

Germany 

Dec 

16,142 

260 

13,137 

4,763 

68.7 

34 

23 

Petrobras-Petroleo  Brasileiro  SA 

Brazil 

Dec 

16,012 

1,786 

12,858 

713 

61.4 

38 

28 

National  Iranian  Oil  Co 

Iran 

Dec 

15,000E 

NA 

NA 

none' 

NA 

47 

36 

Kuwait  Petroleum  Corp 

Kuwait 

June 

13,640 

693 

18,883 

none' 

15.0-' 

49 

39 

Nippon  Oil  Co  Ltd 

Japan 

Mar 

13,480 

51 

6,300 

4,075 

10.0 

54 

43 

Petroleos  de  Venezuela  SA 

Venezuela 

Dec 

11,858 

1,482 

18,132 

none^ 

43.1 

55 

62 

Idemitsu  Kosan  Co  Ltd  '* 

Japan 

Mar 

11,658 

3 

8,473 

none^ 

5.9 

67 

76 

Nederlandse  Gasunie  Group 

Netherlands 

Dec 

10,315 

24 

2,889 

none^ 

1.8 

71 

78 

Petrofina  SA 

Belgium 

Dec 

9,834 

287 

7,154 

2,336 

22.7 

77 

69 

Indian  Oil  Corp  Ltd 

India 

Mar 

9,332 

70 

2,416 

none' 

31.0 

79 

83 

INH-Instituto  Nacional  de  Hidrocarburos  Spain 

Dec 

9,279 

NA 

NA 

none' 

20,0 

■Not  ranked  last  year,  'Revenue  figures  are  for  group  or  consolidated  operalion.s  and  exclude  titxes  and  duties,  "As  of  Dec,  31,  1985,  'Not  publicly 
traded  ^Not  fully  consolidated,  '^Figures  are  latest  available,  ''Profit  before  appropriations  adjusted  to  a  50%  tax  rate  to  more  closely  conform  to  U  S, 
,11  counting  "Based  on  current  cost  accounting,  "Combined  market  value,  'Estimates  taken  from  Japan  Company  Handb(X)k,  NA;  Not  available,  E:  Horhes 
1  siimate    P:  Pro  forma  for  merger  since  last  fiscal  year-end, 

<  icneral  note:  Revenue  and  net  income  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at  fi,scal  year-end  rate  For  companies 
■Mth  Januan-,  I-ebruan.'  and  March  fiscal  year-ends,  1985  figures  arc  used  when  more  current  data  are  not  available 


SPECIAL  REPORT  ON  INTERNATIONAL  BUSINESS 


The  500  largest  foreign  companies 


1985 

Rank 

1984 

Company 

Fiscal 

Country  year-end 

Revenue' 
(millions) 

Net 
income 
(millions) 

Assets 
millions] 

Market 

value  of 
common^  Employees 
(millions)  (thousands) 

OIL  &  GAS 

117 
11/ 

103 

Mani7pn  Oil  Co  Ltd 

Japan 

Mar 

$6,751 

$102 

$2,660 

S573 

1.6" 

1  JO 

194 

Statoil  Group 

Norway 

Dec 

5,980 

254 

6,080 

none' 

7.1 

148 

Germany 

Dec 

5,912 

155 

2,547 

none' 

3.0'' 

148 

150 

Ncstc  Oroup 

Finland 

Dec 

5,687 

82 

3,919 

none' 

8.8 

154 

137 

Chinese  Petroleum  Corporation 

Taiwan 

Dec 

5,555 

437 

4,396 

none' 

19.9'' 

164 

140 

Nippon  JHining  Co  Ltd 

Japan 

Mar 

5,210 

16 

3,763 

1,423 

6.0 

171 

147 

Mitsubishi  Oil  Co  Ltd 

Japan 

Mar 

4,916 

-36 

3,153 

541 

2.6" 

176 

151 

Toa  Nenryo  Kogyo  KK 

Japan 

Dec 

4,831 

115 

3,626 

2,907 

4.2 

181 

186 

Yacimento  Petroliferos-YPF 

Argentina 

Dec 

4,703 

-697' 

9,240' 

2,520 

32.5 

201 

215 

Tiirkiye  Petrolleri  AO 

Turkey 

Dec 

4,550 

456 

3,274 

none' 

16.4 

208 

165 

Daikyo  Oil  Co  Ltd 

Japan 

Mar 

4,400E 

2 

1,253 

203 

1.9" 

245 

248 

Petro-Canada 

Canada 

Dec 

3,881 

-506 

6,329 

none' 

10.6 

292 

302 

TransCanada  PipeLines  Ltd 

Canada 

Dec 

3,428 

119 

4,523 

1,530 

1.9 

326 

294 

CEPSA-Cia  Espanola  de  Petroleos 

Spain 

Dec 

3,193 

46 

1,308 

201 

3.9" 

333 

365 

CEA-Groupe 

France 

Dec 

3,149 

105 

9,959 

none' 

23.4 

340 

197 

Ultramar  Group 

UK 

Dec 

3,056 

92 

2,712 

792 

3.7 

353 

311 

General  Sekiyu  Group 

Japan 

Mar 

2,973 

1 

1,814 

404 

1.8 

414 

344 

Nova,  an  Alberta  Corporation 

Canada 

Dec 

2,451 

-60 

4,545 

666 

7.8 

419 

316 

Arabian  Oil 

Japan 

Dec 

2,425 

11 

780 

922 

2.2 

424 

307 

Canada  Development  Corp 

Canada 

Dec 

2,385 

125 

5,194 

244 

17.8 

439 

485 

Britoil  Pic 

UK 

Dec 

2,332 

243 

3,088 

1,509 

2.7 

457 

■ 

Gulf  Canada  Corp 

Canada 

Dec 

2,242 

248 

4,651 

3,398 

17.7 

479 

330 

MABANAFT  Group 

Germany 

Dec 

2,181 

3 

420 

none' 

0.7 

OILFIELD  SERVICE 

133 

129 

Schlumberger  Ltd 

Neth  Antilles 

Dec 

6,119 

351 

11,282 

10,803 

72.8 

314 

306 

McDermott  International 

Panama 

Mar 

3,257 

56 

4,350 

674 

35.0 

PAPER  &  PACKAGING 

450 

455 

Toyo  Seikan  Kaisha  Ltd 

Japan 

Mar 

2,277 

80 

1,566 

1,300 

14.4 

478 

467 

Oji  Paper  Co  Ltd 

Japan 

Mar 

2,190 

74 

2,024 

1,270 

5.5" 

PUBLISHING 

349 

349 

Dai  Nippon  Printing  Co  Ltd 

Japan 

May 

2,997 

103 

2,209 

4,449 

13.7 

379 

385 

Toppan  Printing  Co  Ltd 

Japan 

May 

2,718 

77 

1,852 

2,536 

13.3 

384 

380 

Reed  International  Pic 

UK 

Mar 

2,660 

109 

1,877 

1,183 

34.7 

421 

409 

Bertelsmann  Aktiengesellschaft 

Germany 

June 

2,416 

109 

1,395 

none' 

31.8 

RETAILING 

108 

164 

Coles  Myer  Ltd 

Australia 

July 

7,332? 

NA 

2,498P 

1,326 

126.0P 

118 

128 

Daiei  Inc 

Japan 

Feb 

6,738 

.  4 

4,611 

1,055 

14.5" 

162 

193 

Ito-Yokado  Co  Ltd 

Japan 

Feb 

5,275 

139 

3,201 

4,814 

25.4 

■Not  ranked  last  year    'Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  taxes  and  duties.    ^As  of  Dec.  31.  1985    *Not  publicK 
traded.    *Not  fully  consolidated.    ^Figures  are  latest  available    "^Profit  before  appropriation.s  adjusted  to  a  50%  tax  rate  to  more  closely  conform  to  U  S 
accounting.    ^Based  on  current  cost  accounting    ^Combined  market  value.    'Estimates  taken  from  Japan  Company  Handbook.    MA:  Not  available.    E:  Forbes 
estimate    P:  Pro  forma  for  merger  since  last  fiscal  year-end. 

General  note:  Revenue  and  net  income  are  convened  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at  fiscal  year-end  rate  For  companies 
with  January,  Februar>'  and  March  fiscal  year -ends,  1985  figures  are  used  when  more  current  data  are  not  available. 
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The  500  largest  foreign  companies 


1985 

Rank 

1984 

Company 

Country 

Fiscal 
year-end 

Revenue' 
(millions) 

Net 
income 
(millions) 

Assets 
millions] 

Market 
value  of 
common^ 
(millions) 

Employees 
(thousands) 

RETAILING 

iOO 

iN^atks  &  Spencer  Pic 

IVlar 

io,i  19 

$6,725 

43.2 

Old 

vciiucA  iuicrii«tLiuiiai  \jruup 

Netherlands 

Jan 

4,0  lo 

f  4 

1,416' 

none^ 

52.4 

Old 

\Ifrhif         1  ti\ 

Japan 

rCD 

4,UZ4 

z,y4o 

l,UoU 

"JIT 

^*»/ 

777 

A  1 
41 

Z,oo4 

1,  Izo 

ion 

910 

251 

nuuauii  9  Day  \_.u 

1*^  n  n 

o,o'+ 1 

—4 

^  n7 1 

a,U/  1 

oUcs 

oy.U 

i>ciyu  LiCU 

Japan 

reu 

lo 

1  Qr\A 
1,0U4 

1 7.4 

246 

VjCI  illdil  y 

Dec 

3  658 

1  z 

1  710 
1,  /  ZV 

00. y 

770 

322 

Feb 

JO 

1,41V 

DzO 

7  Q*^ 

306 

309 

Woolworths  Ltd 

Australia 

Jan 

3,335 

7 

981 

499 

60.0 

335 

364 

Imasco 

Canada 

Mar 

3,128 

189 

2,137 

2,172 

20.7 

337 

428 

Mitsukoshi 

Japan 

Feb 

3,100' 

NA 

1,019^ 

1,377 

11.6" 

341 

350 

Daimaru 

Japan 

Feb 

3,054 

15 

1,189 

378 

7.9" 

347 

381 

Sears  Pic 

UK 

Jan 

3,009 

154 

2,092 

2,354 

64.1 

358 

399 

Boots  Co  Pic 

UK 

Mar 

2,928 

187 

1,904 

2,752 

67.6 

361 

305 

Otto  Versand-Group 

Germany 

Feb 

2,900E 

46" 

537" 

none^ 

22.9 

376 

335 

Great  Universal  Stores  Pic 

UK 

Mar 

2,733 

200 

2,548 

2,944 

44.3 

392 

383 

Kaufhof 

Germany 

Dec 

2,585 

18 

1,346 

938 

42.8 

411 

242 

South  African  Breweries  Ltd 

South  Africa 

Mar 

2,484 

103 

1,725 

828 

73.5 

442 

460 

Woolworth  Holdings  Pic 

UK 

Jan 

2,320 

47 

1,730 

1,359 

53.0 

484 

491 

Littlewoods  Organisation  Pic 

UK 

Dec 

2,154 

44 

973* 

none^ 

34.0 

STEEL 

52 

52 

Nippon  Steel  Corp 

Japan 

Mar 

12,537 

207 

15,318 

5,130 

65.9" 

58 

53 

Thyssen  Group 

Germany 

Sept 

11,362 

146 

7,143 

2,173 

128.0 

127 

131 

Nippon  Kokan  KK 

Japan 

Mar 

6,287 

77 

10,247 

2,065 

36.9 

128 

118 

Krupp  Group 

Germany 

Dec 

6,276 

28 

4,343 

none^ 

67.4 

150 

167 

Broken  Hill  Proprietary  Co  Ltd 

Australia 

May 

5,636 

528 

7,970 

6,187 

57.6 

158 

200 

Sacilor 

France 

Dec 

5,406 

-594 

10,509 

none^ 

69.5 

159 

143 

Kobe  Steel  Ltd 

Japan 

Mar 

5,316 

42 

7,700 

1,870 

28.7" 

160 

163 

Sumitomo  Metal  Industries  Ltd 

Japan 

Mar 

5,315 

103 

8,985 

1,865 

27.3" 

168 

182 

Kawasaki  Steel  Corp  '* 

Japan 

Mar 

5,001 

83 

7,719 

1,992 

27.9 

183 

160 

British  Steel  Corp 

UK 

Mar 

4,694 

-513 

4,605 

none^ 

73.7 

228 

190 

Usinor  Group 

France 

Dec 

4,047 

-381 

5,836 

420 

44.2 

305 

327 

Siderbras  Group 

Brazil 

Dec 

3,337 

-2,504 

16,679 

none^ 

69.6 

316 

325 

Cockerill  Sambre 

Belgium 

Dec 

3,245 

-100 

3,341 

none^ 

17.0 

342 

279 

Salzgitter 

Germany 

Sept 

3,053 

16 

2,911 

none^ 

42.1 

356 

358 

Steel  Authority  of  India  Ltd 

India 

Mar 

2,934 

3 

6,649 

none^ 

206.4 

396 

401 

Hoesch  Group 

Germany 

Dec 

2,540 

134 

2,690 

479 

33.1 

412 

416 

Klockner-Werke  AG 

Germany 

Sept 

2,474 

11" 

1,899" 

346 

33.1 

435 

417 

Pohang  Iron  &  Steel  Co  Ltd 

Korea 

Dec 

2,353 

70 

3,737 

none'' 

17.0 

452 

438 

Hoogovens  Groep 

Netherlands 

Dec 

2,261 

83 

2,597 

491 

28.1 

■Nut  ranked  list  year    'Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  taxes  and  duties.    ^As  of  Dec.  31,  1985.    ''Not  publicly 
traded    ''Not  fully  consolidated.    ^Figures  are  latest  available.    ''Profit  before  appropriations  adjusted  to  a  50%  tax  rate  to  more  closely  conform  to  U.S. 
accounting.    ^Based  on  current  cost  accounting.    ''Combined  market  value.    '^Estimates  taken  from  Japan  Company  Handbook.    NA:  Not  available.    E:  Forbes 
estimate.    P:  Pro  forma  for  merger  since  last  fiscal  year-end. 

(jeneral  note:  Revenue  and  net  income  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  convened  at  fiscal  year-end  rate.  For  companies 
with  January,  February  and  March  fiscal  year-ends,  1985  figures  are  used  when  more  current  data  are  not  available. 
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SPECIAL  REPORT  ON  INTERNATIONAL  BUSINESS 


The  500  largest  foreign  companies 


1985 

Rank 

1984 

Company 

Country 

Fiscal 
year-end 

Revenue' 
[millions) 

Net 
income 
[millions 

Assets 
]  (millions) 

Market 

value  of 
common^  Employees 
(millions)  (thousands) 

SUPERMARKETS 

/U 

75 

T^pnfplfTimin  CvTniin 

Germany 

June 

$IO,OOOE 

NA 

NA 

none^ 

97. 9E 

172 

187 

Carrefour 

France 

Dec 

4,915 

$57 

$2,181 

$1,217 

32.3 

182 

249 

J  Sainsbury  Pic 

UK 

Mar 

4,703 

175 

2,066 

3,761 

41.4 

202 

241 

Tesco  Pic 

UK 

Feb 

4,525 

103 

1,649 

1,711 

43.4 

280 

293 

Ahold 

Netherlands 

Dec 

3,491 

36 

1,024 

528 

49.3 

303 

328 

Promodes  Group 

France 

Dec 

3,347 

8 

1,221 

181 

27.2 

327 

345 

Delhaize  "Le  Lion"  Group 

Belgium 

Dec 

3,186 

14 

771 

349 

29.5 

346 

487 

Dee  Corporation  Pic 

UK 

Apr 

3,021 

53 

963 

1,756 

43.2 

359 

367 

Steinberg  Inc 

Canada 

July 

2,914 

54 

846 

425 

32.0 

368 

391 

ASDA-MFI  Group  Pic 

UK 

Apr 

2,815 

115 

1,001 

2,344 

39.4 

386 

278 

Generate  Occidentale 

France 

Mar 

2,631 

34 

1,063 

394 

21.5 

405 

473 

Argyll  Group  Pic 

UK 

Mar 

2,505 

14 

910 

1,000 

37.0 

TEXTILES 

315 

313 

Toray  Industries 

Japan 

Mar 

3,247 

55 

3,301 

3,134 

29.7 

422 

413 

Teijin  Ltd 

Japan 

Mar 

2,412 

67 

2,166 

2,022 

7.2^ 

475 

■ 

Coats  Viyella  Pic 

UK 

Dec 

2,203? 

126P 

1,963P 

NA 

75.0P 

480 

451 

Kanebo  Ltd 

Japan 

Apr 

2,167 

21 

2,014 

820 

26.5 

500 

464 

Toyobo  Co  Ltd 

Japan 

Apr 

2,074 

26 

1,565 

851 

11.0" 

TRADING 

2 

2 

Mitsui  &  Co  Ltd 

Japan 

Mar 

72,065 

41 

23,774 

2,123 

11.6 

3 

3 

Mitsubishi  Corp 

Japan 

Mar 

70,520 

131 

24,909 

4,401 

13.9 

4 

4 

C  Itoh  &  Co  Ltd 

Japan 

Mar 

59,564 

53 

20,024 

1,980 

10.0 

5 

5 

Marubeni  Corp 

Japan 

Mar 

56,128 

107 

21,109 

1,574 

10.3 

6 

7 

Sumitomo  Corp 

Japan 

Mar 

54,504 

140 

12,611 

2,569 

12.0 

8 

8 

Nissho  Iwai  Corp 

Japan 

Mar 

37,687 

44 

12,154 

830 

7.4 

17 

19 

Toyo  Menka  Kaisha  Ltd 

Japan 

Mar 

20,200 

7 

6,354 

521 

5.0 

21 

30 

Nichimen  Corp 

Japan 

Mar 

18,172 

12 

6,871 

366 

4.4 

123 

113 

Kawasho  Corp  " 

Japan 

Sept 

6,427 

3 

3,018 

157 

1.8 

147 

166 

Toyoda  Tsusho  Kaisha  Ltd 

Japan 

Mar 

5,702 

22 

1,538 

424 

1.6 

169 

173 

Elders  IXL  Ltd 

Australia 

June 

4,965 

86 

1,428 

697 

22.5 

216 

180 

Franz  Haniel  &  Cie  GmbH 

Germany 

Dec 

4,265 

20 

1,249 

none^ 

17.2 

318 

290 

Lonrho  Group 

UK 

Sept 

3,210 

122 

2,821 

782 

118.0 

325 

332 

Kesko  Oy  * 

Finland 

Dec 

3,195 

14 

1,381 

151 

6.2 

336 

281 

Toshoku  Ltd 

Japan 

Oct 

3,108 

0 

1,542 

122 

0.5" 

365 

324 

Fletcher  Challenge  Ltd 

New  Zealand 

June 

2,877 

91 

3,147 

740 

23.4 

370 

366 

Hanwa  Co  Ltd  " 

Japan 

Mar 

2,774 

14 

1,498 

622 

1.1 

380 

382 

Chori  Co  Ltd 

Japan 

Mar 

2,714 

6 

1,077 

134 

1.5" 

395 

407 

Shinsho  Corp 

Japan 

Mar 

2,544 

•  0 

949 

109 

1.2 

431 

361 

Inchcape  Pic 

UK 

Dec 

2,370 

5 

1,668 

371 

46.8 

438 

384 

Itoman  &  Co  Ltd 

Japan 

Sept 

2,336 

NA 

1,750'* 

381 

1.5" 

474 

461 

Nagase  &  Co  Ltd 

Japan 

Mar 

2,210 

24 

973 

401 

1.6" 

■Not  ranked  last  year.    'Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  taxes  and  duties.    ^As  of  Dec  31.  1985    *Not  publicK' 
traded    ^Not  fully  consolidated.    ^Figures  are  latest  available.    ""Profit  before  appropriations  adjusted  to  a  50%  tax  rate  to  more  closely  conform  to  U  S 
accounting.    ^Based  on  current  cost  accounting.    '^Combined  market  value.    'Estimates  taken  from  Japan  Company  Handbook.    NA:  Not  available    E:  Forbes 
estimate    P:  Pro  forma  for  merger  since  last  fiscal  year-end 

General  note.  Revenue  and  net  income  are  convened  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  convened  at  fiscal  year-end  rate  For  companies 
with  January,  February  and  March  fiscal  year-ends,  1985  figures  are  used  when  more  current  data  are  not  available. 
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The  500  largest  foreign  companies 


Rank 

1985 

1984 

Company 

Country 

Fiscal 
year-end 

Revenue' 
(millions) 

Net 

income 
(millions 

Assets 
]  (millions] 

Market 
value  of 
common' 
(millions) 

Employees 
(thousands) 

TRANSPORTATION 

2.y 

■ 

Japanese  National  Railways 

Japan 

Mar 

116,871 

$—8 

$75,462'' 

none 

326.0 

75 

73 

Deutsche  Bundesbahn 

Germany 

Dec 

9,361 

-995 

20,136' 

none 

294.7 

110 

107 

SNCF 

France 

Dec 

7,289 

-499 

16,914 

none^ 

242.7 

185 

138 

South  African  Transport  Services 

South  AiTica 

Mar 

4,690 

15 

9,062 

none 

233.3 

Mar 

none'^ 

W.i 

220 

218 

Nippon  Express  Co  Ltd 

Japan 

Mar 

4,174 

36 

2,511 

$2,976 

57.6 

257 

269 

Japan  Air  Lines  Co  Ltd 

Japan 

Mar 

3,778 

44 

3,297 

6,389 

25.2 

265 

239 

Canadian  National  Railway  System 

Canada 

Dec 

3,674 

44 

5,823 

none^ 

61.1 

273 

261 

Deutsche  Lufthansa  AG 

Germany 

Dec 

3,618 

22 

2,430 

1,468 

39.4 

275 

245 

British  Railways  Board 

UK 

Mar 

3,600E 

NA 

2,454 

none^ 

185,7 

294 

295 

Nippon  Yusen  Kaisha  Line 

Japan 

Mar 

3,422 

30 

3,314 

1,518 

4.1" 

300 

318 

Air  France 

France 

Dec 

3,370 

81 

2,384 

none^ 

35.6 

433 

452 

Danzas  Group 

Switzerland 

Dec 

2,360 

3' 

338" 

none^ 

10.2 

454 

445 

Kinki  Nippon  Railway  Co  Ltd 

Japan 

Mar 

2,259 

56 

3,096 

2,904 

12.9" 

458 

453 

Mitsui  OSK  Lines  Ltd 

Japan 

Mar 

2,242 

24 

2,460 

973 

4.4 

459 

448 

SAS  Group 

Sweden 

Sept 

2,242 

NA 

1,635 

none' 

29.7 

UTILITY 

33 

31 

Tokyo  Electric  Power  Co 

Japan 

Mar 

16,032 

462 

36,037 

18,673 

39.2 

39 

46 

Electricite  de  France 

France 

Dec 

14,568 

110 

51,051 

none' 

125.0 

53 

41 

The  Electricity  Council 

UK 

Mar 

12,491 

-744 

49,932' 

none^ 

135.7 

57 

54 

ENEL 

Italy 

Dec 

11,373 

0 

36,358 

none' 

115.2 

82 

70 

RWE  Group 

Germany 

June 

9,233 

145 

10,617 

2,352 

70.2 

88 

74 

British  Gas  Corp 

UK 

Mar 

8,686 

1,009 

22,904' 

none^ 

95.6 

91 

79 

Kansai  Electric  Power  Co  ■* 

Japan 

Mar 

8,602 

289 

18,202 

9,739 

24.6 

109 

102 

Chubu  Electric  Power  ■* 

Japan 

Mar 

7,291 

284 

11,850 

6,606 

19.7 

136 

144 

Gaz  de  France 

France 

Dec 

6,009 

53 

7,882 

none^ 

29.0 

170 

179 

Generale  des  Eaux  Groupe 

France 

Dec 

4,922 

67 

4,652 

1,360 

69.1 

200 

188 

Tohoku  Electric  Power  Co  * 

Japan 

Mar 

4,556 

135 

9,298 

3,710 

13.2 

205 

191 

Kyushu  Electric  Power  * 

Japan 

Mar 

4,429 

139 

9,681 

3,354 

14.9 

242 

233 

Korea  Electric  Power  Corp 

Korea 

Dec 

3,937 

291 

13,760 

none' 

22.8 

268 

259 

Chugoku  Electric  Power  Co  * 

Japan 

Mar 

3,655 

148 

6,800 

2,676 

11.5 

297 

304 

Ontario  Hydro 

Canada 

Dec 

3,387 

263 

20,980 

none' 

31.2 

310 

308 

Hydro-Quebec 

Canada 

Dec 

3,289 

153 

20,882 

none' 

18.2 

322 

310 

Tokyo  Gas  Co  Ltd 

Japan 

Mar 

3,201 

132 

2,917 

4,132 

12.8" 

324 

319 

Taiwan  Power  Co 

Taiwan 

June 

3,198 

633 

12,891 

none' 

21.7 

389 

387 

Osaka  Gas  Co  Ltd 

Japan 

Mar 

2,605 

121 

2,801 

2,775 

10.4" 

427 

436 

INTERCOM 

Belgium 

Dec 

2,377 

159 

5,413 

1,438 

9.0 

482 

476 

VEW-Vereinigte  Elektrizitatswerke 

Germany 

Dec 

2,157 

39 

6,087 

1,149 

7.5 

490 

379 

Electricity  Supply  Commission 

South  Africa 

Dec 

2,110 

18 

12,219 

none' 

66.0 

■Not  ranked  last  year.    'Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  taxes  and  duties,    "As  of  Dec.  31,  1985.    'Not  publicly 
traded    ''Not  fully  consolidated,    ^Figures  are  latest  available,    ''Profit  before  appropriations  adjusted  to  a  50%  tax  rate  to  more  closely  conform  to  U.S. 
accounting    "Based  on  current  cost  accounting    "Combined  market  value.    'Estimates  taken  from  Japan  Company  Handbook,    NA:  Not  available,    E:  Forbes 
estimate    P:  Pro  forma  for  merger  since  last  fiscal  year-end. 

General  note.  Revenue  and  net  income  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at  fiscal  year-end  rate  For  companies 
with  January,  February  and  March  fiscal  year-ends,  1985  figures  are  used  when  more  current  data  are  not  available. 
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Company 

Rank 

Industry 

Page 

Company 

Rank 

Industry 

Page 

AEG  Group 

263 

electrical  equipment 

182 

Bayerische  Hypobank 

343 

banking 

179 

AEGON  Insurance  Group 

410 

msurancc 

186 

Bayerische  Landesbank  Girozentrale 

388 

banking 

179 

Aerospaiiale  Group 

252 

aerospace  &  defense 

177 

Bayerische  Vereinsbank  Group 

274 

banking 

179 

AGF-Assuranctb  Generales  de  France 

362 

insurance- 

186 

BBC-Brown  Boveri  Group 

149 

electrical  equipment 

182 

Ahold 

280 

supermarkets 

192 

Beecham  Group  Pic 

276 

consumer  goods 

182 

Air  France 

300 

transportation 

193 

Bell  Canada  Enterprises 

74 

communications 

181 

Ajinomoto  Co 

493 

food  processing 

183 

S&W  Berisford  Pic 

85 

commodities 

181 

Akzo  Group 

157 

chemicals  &  drugs 

180 

Bertelsmann  Aktiengesellschaft 

421 

publishing 

190 

Alcan  Aluminium  Ltd 

146 

nonferrous  metals 

189 

BICC  Pic  Group 

377 

electrical  equipment 

182 

Aldi  (;mbH  &  Co  KG 

145 

food  distribution 

183 

BL  Pic 

206 

automotive 

177 

Allianz  Worldwide 

137 

insurance 

186 

BMW-Bayerische  Motoren  Werke 

132 

automotive 

177 

Allied-Lyons  Pic 

261 

beverages 

180 

BOC  Group  Pic 

434 

industrial  gases 

186 

Alusuisse 

313 

nonferrous  metals 

189 

Boots  Co  Pic 

358 

retailing 

191 

AMEV  NV 

451 

insurance 

186 

Robert  Bosch  Group 

112 

automotive 

177 

Arabian  Oil 

419 

oil  &  gas 

190 

Bouygues  Group 

385 

construction 

181 

Argyll  Group  Pic 

405 

supermarkets 

192 

BRADESCO  Group 

89 

banking 

178 

Asahi  Chemical  Industry  Co  Ltd 

225 

chemicals  Ik  drugs 

180 

Bridgestone  Corp 

272 

automotive 

177 

Asahi  Glass  Co  Ltd 

291 

automotive 

177 

British  Aerospace  Pic 

289 

aerospace  61.  defense 

177 

Asahi  Mutual  Life  Insurance 

192 

insurance 

186 

British  Airways  Pic 

212 

transportation 

193 

ASDA-MFI  Group  Pic 

368 

supermarkets 

192 

British  Gas  Corp 

88 

utility 

193 

ASEA  Group 

188 

electrical  equipment 

182 

British  Petroleum  Co  Pic 

7 

oil  &  gas 

189 

Associated  British  Foods  Pic 

215 

food  processing 

183 

British  Post  Office 

230 

communications 

181 

Australia  &  New  Zealand  Banking 

213 

banking 

179 

British  Railways  Board 

275 

transportation 

193 

B.A.T  Industries  Pic 

44 

multicompany 

188 

British  Steel  Corp 

183 

steel 

191 

Bamerindus  Group 

372 

banking 

179 

British  Telecom 

56 

communications 

181 

Banca  Nazionale  del  Lavoro 

173 

banking 

178 

Britoil  Pic 

439 

oil  &  gas 

190 

Banco  Central  Group 

425 

banking 

180 

Broken  Hill  Proprietary  Co  Ltd 

150 

steel 

191 

Banco  de  la  Nacion  Argentina 

415 

banking 

179 

BSN-Groupe 

331 

food  processing 

183 

Banco  di  Napoli 

381 

banking 

179 

BTR  Pic 

167 

multicompany 

188 

Banco  di  Sicilia 

468 

banking 

180 

Cadbury  Schweppes  Pic 

416 

food  processing 

183 

Banco  do  Brazil 

72 

banking 

178 

Canada  Development  Corp 

424 

oil  &  gas 

190 

Banco  Hispano  Americano 

485 

banking 

180 

Canada  Packers 

455 

food  processing 

183 

Banco  Itau  Group 

134 

banking 

178 

Canadian  Imperial  Bank  of  Commerce 

144 

banking 

178 

Banco  Nacional  de  Mexico-Banamex 

189 

banking 

178 

Canadian  National  Railway  System 

265 

transportation 

193 

Bancomer 

175 

banking 

178 

Canadian  Pacific  Ltd 

62 

multicompany 

188 

BANESPA  Group 

142 

banking 

178 

Canadian  Wheat  Board 

260 

commodities 

181 

Bank  Hapoalim  BM 

51 

banking 

17K 

Canon  Inc 

236 

office  equipment 

189 

Bank  Leumi  le-Israel  BM 

98 

banking 

178 

CARIPLO  Group 

231 

banking 

179 

Bank  of  China 

190 

banking 

179 

D  Carnegie  &  Co  AB 

470 

food  distribution 

183 

Bank  of  Montreal 

126 

banking 

178 

Carrefour 

172 

supermarkets 

192 

Bank  of  Nova  Scotia 

199 

banking 

179 

Casino  Groupe 

286 

food  distribution 

183 

Bank  of  Tokyo  Ltd 

119 

banking 

178 

CEA-Groupe 

333 

oil  &  gas 

190 

Bank  of  Yokohama  Ltd 

495 

banking 

180 

CEPSA-Cia  Espanola  de  Petroleos 

326 

oil  &  gas 

190 

Banque  Bruxeiles  Lambert 

436 

banking 

180 

Charbonnages  de  France  Group 

209 

mining 

188 

Banque  Nationale  de  Paris  Group 

65 

banking 

178 

Chinese  Petroleum  Corporation 

154 

oil  &  gas 

190 

Barclays  Group 

64 

banking 

178 

Chori  Co  Ltd 

380 

trading 

192 

Barlow  Rand  Group 

141 

multicompany 

188 

Chubu  Electric  Power 

109 

utility 

193 

BASF  Group 

31 

chemicals  &.  drugs 

180 

Chugoku  Electric  Power  Co 

268 

utility 

193 

Bass  Pic 

467 

beverages 

180 

CIBA-GEIGY  Group 

105 

chemicals  &  drugs 

180 

Bayer  Group 

36 

chemicals  &  drugs 

180 

CIC-Credit  Industriel  et  Commercial 

312 

banking 

179 

194 
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Company 

Rank 

Industry 

Page 

Company 

Rank 

Industry 

Page 

Co  op  AG 

282 

cooperative 

182 

Energoinvest 

256 

multicompany 

188 

Co-operative  Wholesale  Society  Ltd 

345 

food  processing 

183 

ENI-Ente  Nazionale  Idrocarburi 

.'° 

oil  &  gas 

189 

Coats  Viyella  Pic 

475 

textiles 

192 

Telefonaktiebolaget  LM  Ericsson 

258 

communications 

181 

Cockerill  Sambre 

316 

stcol 

191 

Export-Import  Bank  of  Japan 

469 

banking 

180 

Coles  Myer  Ltd 

108 

retailing 

190 

Feldmiihle  Nobel  Group 

311 

multicompany 

188 

Commercial  Union  Assurance  Co  Pic 

309 

insurance 

186 

Fertuzzi  Group 

163 

commodities 

181 

Commerzbank 

253 

banking 

179 

Fiat  Group 

42 

automotive 

177 

Commonwealth  Banking  Corp 

338 

banking 

179 

Fletcher  Challenge  Ltd 

365 

trading 

192 

Compagnie  Bancaire  Group 

426 

financial 

183 

Formosa  Plastics  Group 

288 

chemicals  &  drugs 

180 

Coop  Suisse 

296 

cooperative 

182 

Fuji  Bank  Ltd 

81 

banking 

178 

Courtaulds  Pic 

351 

chemicals  &  drugs 

181 

Fuji  Electric  Co  Ltd 

498 

electrical  equipment 

183 

Credit  Agricole 

95 

banking 

178 

Fuji  Heavy  Industries  Ltd 

374 

automotive 

178 

Credit  Communal  de  Belgique 

492 

banking 

180 

Fuji  Photo  Film  Co  Ltd 

344 

consumer  goods 

182 

Credit  Foncier  de  France 

364 

financial 

183 

Fujitsu  Ltd 

124 

office  equipment 

189 

Credit  Lyotmais  Group 

68 

banking 

178 

Furukawa  Electric  Co  Ltd 

409 

electrical  equipment 

182 

Credit  Suisse 

394 

banking 

179 

Gaz  de  France 

136 

utility 

193 

Crownx 

462 

insurance 

186 

GEDELFI 

104 

cooperative 

182 

CSR  Group 

403 

multicompany 

189 

Gencor-General  Mining  Union 

444 

mining 

188 

Daewoo  Group 

90 

multicompany 

188 

General  Accident  Fire  &  Life  Assurance 

382 

insurance 

186 

Dai-Ichi  Kangyo  Bank  Ltd 

76 

banking 

178 

General  Electric  Co  Pic 

113 

aerospace  &.  defense 

177 

Dai-ichi  Mutual  Life  Insurance 

63 

insurance 

186 

General  Sekiyu  Group 

353 

oil  &  gas 

190 

Dai  Nippon  Printing  Co  Ltd 

349 

publishing 

190 

Generate  Bank  Group 

232 

banking 

179 

Daiei  Inc 

118 

retailing 

190 

Cie  Generale  d'Electricite 

87 

electrical  equipment 

182 

Daihatsu  Motor  Co  Ltd 

446 

automotive 

178 

Generale  des  Eaux  Groupe 

170 

utility 

193 

Daikyo  Oil  Co  Ltd 

208 

oil  &  gas 

190 

Generale  Oceidentale 

386 

supermarkets 

192 

Daimaru 

341 

retailing 

191 

Generali  Group 

191 

insurance 

186 

Daimler-Benz  Group 

25 

automotive 

177 

Genstar  Corp 

355 

multicompany 

188 

Daiwa  Bank  Ltd 

363 

banking 

179 

George  Weston  Ltd 

122 

food  distribution 

183 

Dalgety  Pic 

197 

food  processing 

183 

GKN  Pic 

366 

automotive 

177 

Danzas  Group 

433 

transportation 

193 

Grand  Metropolitan  Pic 

135 

consumer  goods 

182 

Dee  Corporation  Pic 

346 

supermarkets 

192 

Great  Universal  Stores  Pic 

376 

retailing 

191 

Degussa  AG 

251 

nonferrous  metals 

189 

Great-West  Life  Assurance  Co 

406 

insurance 

186 

Delhaize  "Le  Lion"  Group 

327 

supermarkets 

192 

Guardian  Royal  Exchange  Pic 

367 

insurance 

186 

Deutsche  Bank  Group 

121 

banking 

178 

Gulf  Canada  Corp 

457 

oil  &  gas 

190 

Deutsche  Bundesbahn 

75 

transportation 

193 

Gutehoffnungshiitte  Group 

179 

industrial  equipment 

183 

Deutsche  Bundespost 

27 

communications 

181 

Haci  Omer  Sabanci  Holding  Corp 

357 

multicompany 

188 

Deutsche  Lufthansa  AG 

273 

transportation 

193 

Franz  Haniel  &  Cie  GmbH 

216 

trading 

192 

Deutsche  SPAR-Zentrale 

307 

cooperative 

182 

Hanson  Trust  Pic 

308 

multicompany 

188 

DG  Bank  Group 

447 

banking 

180 

Hanwa  Co  Ltd 

370 

trading 

192 

Dresdner  Bank 

165 

banking 

178 

Henkel  Group 

334 

chemicals  &  drugs 

181 

NV  DSM 

111 

chemicals  &  drugs 

180 

Hiram  Walker  Resources  Ltd 

399 

multicompany 

188 

Edeka-Zentrale 

246 

cooperative 

182 

Hitachi  Ltd 

13 

multicompany 

188 

Eka  Corporation 

401 

cooperative 

182 

Hoechst  Group 

40 

chemicals  drugs 

180 

Elders  IXL  Ltd 

169 

trading 

192 

Hoesch  Group 

396 

steel 

191 

Electricite  de  France 

39 

utility 

193 

Hokkaido  Takushoku  Bank  Ltd 

423 

banking 

180 

The  Electricity  Council 

53 

utility 

193 

Philip  Holzmann  AG 

398 

construction 

181 

Electricity  Supply  Commission 

490 

utility 

193 

Honda  Motor  Co  Ltd 

50 

automotive 

177 

Electrolux  Group 

196 

consumer  electronics 

182 

Hoogovens  Groep 

452 

steel 

191 

Eif  Aquitaine  Group 

18 

oil  &.  gas 

189 

Hudson's  Bay  Co 

249 

retailing 

191 

ENEL 

57 

utility 

193 

Hydro-Quebec 

310 

utility 

193 
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Hyosung  Group 

432 

multicompany 

189 

Kubota  Ltd 

387 

automotive 

178 

Hyundai  Group 

46 

multicompany 

188 

Kumagai  Gumi  Co  Ltd 

339 

construction 

181 

ICA  Group 

360 

food  distribution 

183 

Kuwait  Petroleum  Corp 

47 

oil  &  gas 

189 

IDB  Bankhulding  Corp  Ltd 

235 

banking 

179 

Kyowa  Bank 

383 

banking 

179 

Idemiuu  Kosan  Co  Ltd 

55 

oil  &  gas 

189 

Kyushu  Electric  Power 

205 

utility 

193 

Imasco 

335 

retailing 

191 

L'Aire  Liquide  Group 

471 

industrial  gases 

186 

Imperial  Chemical  Industries  Pic 

45 

chemicals  &  drugs 

180 

Leclerc 

140 

cooperative 

182 

Imperial  Group  Pic 

323 

consumer  goods 

182 

Legal  &  General  Group 

440 

insurance 

186 

Inchcape  Pic 

431 

trading 

192 

Littlewoods  Organisation  Pic 

484 

retailing 

191 

Indian  Oil  Corp  Ltd 

77 

oil  &  gas 

189 

Lloyds  Bank  Group 

101 

banking 

178 

Industrial  Bank  of  |apan  Ltd 

115 

banking 

178 

Long-Term  Credit  Bank  of  Japan  Ltd 

152 

banking 

178 

INH-Instituto  Naci  de  Hidrocarburos 

79 

oil  &  gas 

189 

Lonrho  Group 

318 

trading 

192 

INI  Group 

66 

multicompany 

188 

Lucky-Gold  Star  Group 

73 

multicompany 

188 

INTERCOM 

427 

utility 

193 

MABANAFT  Group 

479 

oil  &  gas 

190 

Intermarche 

224 

cooperative 

182 

Mannesmann  Group 

131 

industrial  equipment 

183 

International  Thomson  Organisation 

448 

multicompany 

189 

Manufacturers  Life  Insurance  Co 

330 

insurance 

186 

IRI  Group 

11 

multicompany 

188 

Marks  &  Spencer  Pic 

166 

retailing 

191 

Ishikawajima-Harima  Heavy  Industries 

248 

industrial  equipment 

183 

Marubeni  Corp 

5 

trading 

192 

Isuzu  Motors  Ltd 

223 

automotive 

177 

Maruzen  Oil  Co  Ltd 

117 

oil  &.  gas 

190 

Ito-Yokado  Co  Ltd 

162 

retailing 

190 

Matsushita  Electric  Industrial  Co 

15 

consumer  electronics 

181 

C  Itch  &  Co  Ltd 

4 

trading 

192 

Matsushita  Electric  Works 

413 

electrical  equipment 

182 

Itoman  &  Co  Ltd 

438 

trading 

192 

Mazda  Motor  Corp 

116 

automotive 

177 

Jacobs  Suchard  Group 

477 

food  processing 

183 

McDermott  International 

314 

oilfield  service 

190 

Japan  Air  Lines  Co  Ltd 

257 

transportation 

193 

Meiji  Mutual  Life  Insurance  Co 

151 

insurance 

186 

Japan  Development  Bank 

486 

banking 

180 

Metallgesellschaft 

266 

nonferrous  metals 

189 

Japanese  National  Railways 

29 

transportation 

193 

Melro-Deutschland  Gruppe 

408 

cooperative 

182 

Axel  Johnson  Group 

210 

multicompany 

188 

Michelin  Group 

177 

automotive 

U7 

Jusco  Co  Ltd 

247 

retailing 

191 

Midland  Bank  Group 

78 

banking 

178 

Kajima  Corp 

218 

construction 

181 

Migros-Genossenschafts-Bund 

217 

cooperative 

182 

Kanebo  Ltd 

480 

textiles 

192 

Mitsubishi  Bank  Ltd 

97 

banking 

178 

Kanematsu-Gosho  Ltd 

26 

oil  &  gas 

189 

Mitsubishi  Chemical  Industries 

161 

chemicals  &  drugs 

180 

Kansai  Electric  Power  Co 

91 

utility 

193 

Mitsubishi  Corp 

3 

trading 

192 

Karstadt  Group 

267 

retailing 

191 

Mitsubishi  Electric  Corp 

94 

multicompany 

188 

Kaufhof 

392 

retailing 

191 

Mitsubishi  Heavy  Industries  Ltd 

43 

industrial  equipment 

183 

Kawasaki  Heavy  Industries  Ltd 

299 

multicompany 

188 

Mitsubishi  Metal  Corp 

441 

nonferrous  metals 

189 

Kawasaki  Steel  Corp 

168 

steel 

191 

Mitsubishi  Oil  Co  Ltd 

171 

oil  &  gas 

190 

Kawasho  Corp 

123 

trading 

192 

Mitsubishi  Trust  &  Banking  Corp 

320 

banking 

179 

Kesko  Oy 

325 

trading 

192 

Mitsui  &  Co  Ltd 

2 

trading 

192 

KF-Coop  Group 

207 

cooperative 

182 

Mitsui  Bank  Ltd 

156 

banking 

178 

Kinki  Nippon  Railway  Co  Ltd 

454 

transportation 

193 

Mitsui  Mutual  Life  Insurance  Co 

259 

insurance 

186 

Kirin  Brewery  Co  Ltd 

445 

beverages 

180 

Mitsui  OSK  Lines  Ltd 

458 

transportation 

193 

Klockner  &  Co 

243 

multicompany 

188 

Mitsui  Toatsu  Chemicals 

456 

chemicals  &  drugs 

181 

Klockner-Werke  AG 

412 

steel 

191 

Mitsui  Trust  &  Banking  Co  Ltd 

348 

banking 

179 

Kobe  Steel  Ltd 

159 

steel 

191 

Mitsukoshi 

337 

retailing 

191 

Ko(  Group 

354 

multicompany 

188 

Monte  dei  Paschi  di  Siena  Banking 

244 

banking 

179 

Komatsu  Ltd 

304 

industrial  equipment 

183 

Montedison  Group 

106 

chemicals  6.  drugs 

180 

Korea  Electric  Power  Corp 

242 

utility 

193 

Miinchener  Riickversicherungs 

290 

insurance 

186 

Korea  Explosives  Croup 

378 

multicompany 

188 

Nacional  Financiera  SA 

329 

banking 

179 

Kredietbank  NV 

417 

banking 

179 

Nagase  &  Co  Ltd 

474 

trading 

192 

Krupp  Group 

128 

steel 

191 

National  Australia  Bank  Group 

350 

banking 

179 

196 
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National  Coal  Board 

397 

mining 

188 

Philips  Group 

22 

electrical  equipment 

182 

National  Iranian  Oil  Co 

38 

oil  &  gas 

189 

Pioneer  Group 

487 

building  products 

180 

National  Westminster  Bank  Pic 

61 

banking 

178 

Pirelli  Group 

302 

automotive 

177 

Nationale-Nederlanden 

186 

insurance 

186 

Pohang  Iron  &  Steel  Co  Ltd 

435 

steel 

191 

NEC  Corp 

80 

office  equipment 

189 

Preussag  Group 

226 

multicompany 

188 

Nederlandse  Gasunie  Group 

67 

oil  &  gas 

189 

Promodes  Group 

303 

supermarkets 

192 

Neste  Group 

148 

oil  &  gas 

190 

Provigo  Inc 

284 

food  distribution 

183 

Nestle 

28 

food  processing 

183 

Prudential  Corp  Pic 

187 

insurance 

186 

Netherlands  PTT 

328 

communications 

181 

PTT-Postes  ct  Telecommunications 

41 

communications 

181 

Nichii  Co  Ltd 

234 

retailing 

191 

Reed  International  Pic 

384 

publishing 

190 

Nichimen  Corp 

21 

trading 

192 

Renault  Group 

48 

automotive 

177 

Nippon  Credit  Bank  Ltd 

285 

banking 

179 

REWE-Zentral  Organisation 

96 

cooperative 

182 

Nippon  Express  Co  Ltd 

220 

transportation 

193 

Rhone-Poulenc  Group 

130 

chemicals  &  drugs 

180 

Nippon  Kokan  KK 

127 

steel 

191 

Ricoh  Co  Ltd 

464 

office  equipment 

189 

Nippon  Life  Insurance  Co 

30 

insurance 

186 

Rio  Tinto-Zinc  Corp  Pic 

1 14 

nonferrous  metals 

189 

Nippon  Mining  Co  Ltd 

164 

oil  &  gas 

190 

Roche/Sapac  Group 

270 

chemicals  &  drugs 

180 

Nippon  Oil  Co  Ltd 

49 

oil  &  gas 

189 

Rolls-Royce  Ltd 

499 

aerospace  &  defense 

177 

Nippon  Steel  Corp 

52 

steel 

191 

Rothmans  International  Pic 

295 

consumer  goods 

182 

Nippon  Suisan  Kaisha  Ltd 

472 

food  processing 

183 

Royal  Bank  of  Canada 

107 

hanking 

178 

Nippon  Telegraph  &  Telephone  Corp 

12 

communications 

181 

Royal  Dutch/Shell  Croup 

1 

oil  &  gas 

189 

Nippon  Yusen  Kaisha  Line 

294 

transportation 

193 

Royal  Insurance  Pic 

203 

insurance 

186 

Nippondenso  Co  Ltd 

237 

automotive 

177 

Ruhrgas 

139 

oil  &  gas 

190 

Nissan  Fire  &  Marine  Insurance 

400 

insurance 

186 

Ruhrkohle 

100 

mining 

188 

Nissan  Motor  Co  Ltd 

20 

automotive 

177 

RWE  Group 

82 

utility 

193 

Nissan  Shatai  Co  Ltd 

496 

automotive 

178 

S  Group 

352 

cooperative 

182 

Nissho  Iwai  Corp 

8 

trading 

192 

Saab-Scania  Group 

262 

automotive 

177 

Nomura  Securities  Co  Ltd 

428 

financial 

183 

Saarberg  Group 

404 

mining 

188 

Noranda 

402 

nonferrous  metals 

189 

Sacilor 

158 

steel 

191 

Norddeutsche  Landesbank  Group 

497 

banking 

180 

I  Sainsbury  Pic 

182 

supermarkets 

192 

Norinchukin  Bank 

153 

banking 

178 

Saint-Gobain 

102 

building  products 

180 

Norsk  Hydro  AS 

174 

multicompany 

188 

Saitama  Bank  Ltd 

393 

banking 

179 

Nova,  an  Alberta  Corporation 

414 

oil  &  gas 

190 

Salzgitter 

342 

steel 

191 

Ohbayashi  Corp 

332 

construction 

181 

Samsung  Group 

35 

multicompany 

188 

OIAG-Osterreichische  Industrie 

86 

multicompany 

188 

Sandoz  Group 

287 

chemicals  &  drugs 

180 

Oji  Paper  Co  Ltd 

478 

paper  &  packaging 

190 

Sanpaolo  Group 

229 

banking 

179 

Olivetti  Group 

317 

office  equipment 

189 

Sanwa  Bank  Ltd 

99 

banking 

178 

Ontario  Hydro 

297 

utility 

193 

Sanyo  Electric  Co  Ltd 

129 

consumer  electronics 

181 

Osaka  Gas  Co  Ltd 

389 

utility 

193 

SAS  Group 

459 

transportation 

193 

Oshawa  Group  Ltd 

453 

food  distribution 

183 

Schlumberger  Ltd 

133 

oilfield  service 

190 

Otto  Versand-Group 

361 

retailing 

191 

Schweizerische  PTT 

298 

communications 

181 

Panavia  Aircraft 

483 

aerospace  &  defense 

177 

Seagram  Co  Ltd 

488 

beverages 

180 

Paribas  Group 

103 

banking 

178 

Sears  Pic 

347 

retailing 

191 

Pechiney 

239 

nonferrous  metals 

189 

Seiyu  Ltd 

250 

retailing 

191 

Pemex-Petroleos  Mexicanos 

16 

oil  &  gas 

189 

Sekisui  House  Ltd 

494 

construction 

181 

Peninsular  &  Oriental  Steam  Nav 

489 

multicompany 

189 

Selex  &  Tania  Handels  AG 

93 

cooperative 

182 

Petro-Canada 

245 

oil  &  gas 

190 

Sharp  Corp 

178 

consumer  electronics 

182 

Petrobras-Petroleo  Btasileiro  SA 

34 

oil  &  gas 

189 

Shimizu  Construction  Co  Ltd 

255 

construction 

181 

Petrofina  SA 

71 

oil  &  gas 

189 

Shinsho  Corp 

395 

trading 

192 

Petroleos  de  Venezuela  SA 

54 

oil  &  gas 

189 

Shoko  Chukin  Bank 

390 

banking 

179 

Peugeot  Groupe  SA 

60 

automotive 

177 

SHV  Holdings  NV 

240 

multicompany 

188 

SPECIAL  REPORT  ON  INTERNATIONAL  BUSINESS 

Where  to  find  the  Forbes  Foreign  500 

Clompany 

Rank 

Industry 

Page 

Company 

Rank 

Industry 

Page 

Si(lcfbr3s  Oroup 

:>()5 

steel 

191 

Toa  Nenryo  Kogyo  KK 

176 

oil  6i.  gas 

190 

Sicnicns  Group 

24 

electrical  equipment 

182 

Alfred  C  Toepfer  Internationale  Gruppe 

264 

commodities 

181 

Skandindviskn  Enskilda  Bank  Group 

461 

banking 

180 

Tohoku  Electric  Power  Co 

200 

utility 

193 

SKF  Group 

443 

industrial  equipment 

183 

Tokai  Bank  Ltd 

155 

banking 

178 

SNCF 

110 

transportation 

193 

Tokio  Marine  &  Fire  Insurance  Co  Ltd 

369 

insurance 

186 

Snow  Brand  Milk  Products  Co  Ltd 

301 

food  processing 

183 

Tokyo  Electric  Power  Co 

33 

utility 

193 

Socicte  Generate  Group 

83 

banking 

178 

Tokyo  Gas  Co  Ltd 

322 

utility 

193 

Solvay  Group 

254 

chemicals  &  drugs 

180 

Tokyo  Sanyo  Electric  Co  Ltd 

473 

electrical  equipment 

183 

Sony  Corp 

143 

consumer  electronics 

181 

Toppan  Printing  Co  Ltd 

379 

publishing 

190 

South  African  Breweries  Ltd 

411 

retailing 

191 

Toray  Industries 

315 

textiles 

192 

South  African  Transport  Services 

185 

transportation 

193 

Toronto-Dominion  Bank 

241 

banking 

179 

Ssangyong  Group 

269 

multicompany 

188 

Toshiba  Corp 

37 

multicompany 

188 

Standard  Chartered  Group 

293 

banking 

179 

Toshoku  Ltd 

336 

trading 

192 

Standard  Life  Assurance  Co 

481 

insurance 

188 

TOTAL  Group-Fran^aise  des  Petroles 

19 

oil  &  gas 

189 

Statoil  Group 

138 

oil  &.  gas 

190 

Toyo  Menka  Kaisha  Ltd 

17 

trading 

192 

STC  Group  Pic 

391 

communications 

181 

Toyo  Seikan  Kaisha  Ltd 

450 

paper  &  packaging 

190 

Steel  Authority  of  India  Ltd 

356 

steel 

191 

Toyobo  Co  Ltd 

500 

textiles 

192 

Steinberg  Inc 

359 

supermarkets 

192 

Toyoda  Tsusho  Kaisha  Ltd 

147 

trading 

192 

STL-Finnish  Wholesalers  &  Importers 

222 

cooperative 

182 

Toyota  Motor  Corp 

9 

automotive 

177 

Cie  Financiere  Sucres  et  Denrees 

449 

commodities 

181 

Trafalgar  House  Pic 

429 

construction 

181 

Suez  Group 

204 

banking 

179 

TransCanada  PipeLines  Ltd 

292 

oil  &.  gas 

190 

Sumitomo  Bank  Ltd 

84 

banking 

178 

Tiirkiye  Petrolleri  AO 

201 

oil  &  gas 

190 

Sumitomo  Chemical  Co  Ltd 

219 

chemicals  &  drugs 

180 

UAP-Union  des  Assurances  de  Paris 

194 

insurance 

186 

Sumitomo  Corp 

6 

trading 

192 

Ube  Industries  Ltd 

430 

chemicals  &  drugs 

181 

Sumitomo  Electric  Industries  Ltd 

373 

electrical  equipment 

182 

Ultramar  Group 

340 

oil  iS<  gas 

190 

Sumitomo  Life  Insurance  Co 

92 

insurance 

186 

Unibanco  Group 

271 

banking 

179 

Sumitomo  Metal  Industries  Ltd 

160 

steel 

191 

Unico  Pays  de  Loire 

466 

cooperative 

182 

Sumitomo  Trust  &  Banking  Co  Ltd 

375 

banking 

179 

Unigate  Group 

418 

food  processing 

183 

Sun  Alliance  &  London  Insurance  Pic 

321 

insurance 

186 

Unilever 

14 

food  processing 

183 

Sun  Life  Assurance  Co 

277 

insurance 

186 

Union  Bank  of  Switzerland 

238 

banking 

179 

Sunkyong  Group 

125 

multicompany 

188 

United  Biscuits  (Holdings)  Pic 

437 

food  processing 

183 

Suzuki  Motor  Co  Ltd 

371 

automotive 

178 

Usinor  Group 

228 

steel 

191 

Svenska  Handelsbanken 

460 

banking 

180 

VEBA  Group 

32 

oil  &  gas 

189 

Swiss  Bank  Corp 

278 

banking 

179 

Vendex  International  Group 

214 

retailing 

191 

Swiss  Life  Insurance  &  Pension  Co 

463 

insurance 

186 

VEW-Vereinigte  Elektrizitatswerke 

482 

utility 

193 

Swiss  Re  Group 

193 

insurance 

186 

VIAG  Group 

221 

multicompany 

188 

Taisei  Corp 

184 

construction 

181 

Volkswagen  Group 

23 

automotive 

177 

Taiwan  Power  Co 

324 

utility 

193 

Volvo  Group 

69 

automotive 

177 

Taiyo  Fishery  Co  Ltd 

180 

food  processing 

183 

Westdeutsche  Landesbank  Group 

227 

banking 

179 

Taiyo  Kobe  Bank  Ltd 

211 

banking 

179 

Westpac  Group 

198 

banking 

179 

Takashimaya  Co  Ltd 

279 

retailing 

191 

Winterthur  Group 

319 

insurance 

186 

Takeda  Chemical  Industries  Ltd 

465 

chemicals  &  drugs 

181 

Woolworth  Holdings  Pic 

442 

retailing 

191 

Takenaka  Komuten  Co  Ltd 

281 

construction 

181 

Woolworths  Ltd 

306 

retailing 

191 

Teijin  Ltd 

422 

textiles 

192 

Yacimento  Petroliferos-YPF 

181 

oil  &  gas 

190 

Telefonica 

420 

communications 

181 

Yamaha  Motor  Co  Ltd 

491 

automotive 

178 

Tengelmann  Group 

70 

supermarkets 

192 

Yasuda  Fire  &  Marine  Insurance  Co  Ltd 

476 

insurance 

188 

Tesco  Pic 

202 

supermarkets 

192 

Y'asuda  Mutual  Life  Insurance  Co 

283 

insurance 

186 

Le  Groupe  Thomson 

120 

electrical  equipment 

182 

Yasuda  Trust  &  Banking  Co  Ltd 

407 

banking 

179 

THORN  EMI  Pic 

233 

consumer  electronics 

182 

Zenkyoren 

59 

insurance 

186 

Thyssen  Group 

58 

steel 

191 

Zurich  Insurance  Group 

195 

insurance 

186 
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Where  in  the  world 

have  you  heard  our  name? 


A.lmost  everywhere  you  go  these  days,  the 
concepts  Takenaka  has  introduced  to  construc- 
tion have  got  people  talking. 

In  Asia,  a  showcase  project  was  completed 
:wo  years  ahead  of  schedule. 

In  America,  a  luxury  hotel  is  under  construc- 
lion  for  which  Takenaka  won  construction 
ipproval  in  just  two  months,  in  spite  of  facing 
\merica's  toughest  zoning  code. 

In  Germany,  a  company  president  was  so 
mpressed  by  the  quality  control  on  a 
Takenaka  site  that  he  decided  to  ask  Takenaka 


to  submit  a  proposal  for  his  new  headquarters. 

And  in  Japan,  the  many  international 
companies  that  have  turned  to  Takenaka  for 
everything  from  site  selection  to  completed 
projects  are  asking  what  Takenaka  can  do  for 
them  closer  to  home. 

So  don't  be  surprised  if  the  next  time  you 
hear  our  name  it's  about  a  project  just  around 
the  corner. 

Takenaka  Komuten.  Planners,  architects, 
engineers  and  contractors.  A  name  for  innova- 
tion and  quality  known  around  the  world. 


Breakins  new  sround  in 
construction  and  engineerins. 

TAKENAKA 

Planners,  Architects,  Engineers  &  Contractors 

TAKENAKA  KOMUTEN  CO.,  LTD. 

21-1,  Ginza  8-chome,  Chuo-ku,  Tokyo  104,  Japan 
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AMERICA  REMAINS  a  magnet  for 
foreign  capital.  (If  you  want  to 
b  know  why,  read  the  interview 
with  Britain's  Margaret  Thatcher  on 
p.  9 1 . )  Nearly  $  1 30  billion  poured  into 
the  U.S.  from  overseas  last  year,  a 
25%  increase  from  1984.  The  trend  is 
for  an  even  greater  increase  in  1986. 

Most  of  the  foreign  money  ($110 
billion)  went  into  T  bills,  stocks, 
bonds  and  other  financial  assets.  But 
an  impressive  $17.6  billion  went  to- 
ward foreign  acquisitions  in  the  U.S. 

The  money  keeps  coming  in  despite 
the  fact  that  many  foreign  invest- 
ments here  flop  (for  a  chilling  exam- 
ple, see  p  140).  Of  the  101  foreign- 


owned  U.S.  companies  in  which  a  sep- 
arate profit-and-loss  statement  can  be 
broken  out,  23  operations  lost  over 
$1.3  billion,  all  told,  in  the  most  re- 
cent fiscal  year. 

The  largest  single  loss  was  reported 
by  Anglo  American  Corp.  of  South 
Africa.  Its  60% -owned  Inspiration  Re- 
sources, a  mining  and  natural  re- 
sources firm,  lost  $291.4  million  on 
revenues  of  more  than  $1  billion.  An- 
other big  loser  was  France's  Renault, 
which  dropped  $125.3  million  on  its 
American  Motors  subsidiary.  Brit- 
ain's B.A.T  Industries  is  unloading 
Gimbels  and  other  U.S.  retailing  as- 
sets; Imperial  Group,  also  of  the  U.K., 


finally  sold  Howard  Johnson. 

But  as  some  foreign  investors  fade, 
others  blossom.  New  to  this  year's  list 
is  Rupert  Murdoch's  News  Corp., 
which  last  year  spent  $2.5  billion  to 
acquire  Twentieth  Century-Fox,  6 
Metromedia  TV  stations  and  14  Ziff- 
Davis  business  magazines.  Another 
Australian  company.  Broken  Hill  Pro- 
prietary, joined  the  list  (in  93rd  place) 
with  its  acquisitions:  Utah  Interna- 
tional from  GE,  and  Monsanto  Oil  Co. 
from  Monsanto.  If  Americans  some- 
times lack  faith  in  their  own  econo- 
my, it  is  quite  clear  that  many  well- 
heeled  foreigners  have  a  good  deal  of 
faith  in  it. 


Rank    Foreign  investor 

Country 

US  investment 

/o 

owned 

Industry 

Revenue 
[millions) 

Net  income 
(millions) 

Assets 
(million 

1     Seagram  Co  Ltd" 

Canada 

EI  du  Pont  de  Nemours' 
Joseph  E  Seagram  &.  Sons 

23% 
100 

chemicals,  energy 
alcoholic  beverages 

$29,239 
1,810 

31,049 

$1,118.0 

247.0 

$25,14C 

5,792 

2     Royal  Dutch/Shell 

Netherlands/ 

Shell  Oil 

100 

energy 

20,477 

1,650.0 

26,52f 

Group* 

UK 

Scallop  Corp 

100 

energy  services 

Billiton  Exploration 
Billiton  Metals 
Other  companies 

100 
100 
100 

metals 
metals 
metals,  coal 

1,.S00E 
21,977E 

NA 

3     British  Petroleum  Pic'  UK 

Standard  Oil' 

55 

energy 

13,002 

308.0 

18,33C 

BP  North  America  Inc 

100 

energy 

4,871 

194.1 

3,47( 

17,873 

4     Mitsui  &  Co  Ltd*  Japan 

Mitsui  &  Co  (USA) 

100 

trading  company 

8,470E 

30.1 

2,91J 

Alumax 

45 

aluminum 

1,887 

62.9 

i,7i: 

10,357E 

5     B.A.T  Industries  Pic* 

UK 

BATUS  Inc 

100 

multicompany 

5,087 

164.0 

4,51" 

Imasco  Ltd* 

Canada 

Peoples  Drug  Stores 

100 

drug  stores 

1,327 

NA 

NA 

Imasco  USA 

100 

fast  food 

1,094 

NA 

Nfi 

Eagle  Star  Holdings 

UK 

Eagle  Star  Insurance 

100 

insurance 

61 

-13.2 

11( 

7,569 

6     Tengelmann  Group 

Germany 

Great  A&P  Tea* 

53 

supermarkets 

6,615 

56.1 

1,66-! 

7     Regie  Nationale  des 

France 

Amencan  Motors* 

46 

automotive 

4,040 

-125.3 

2,00 

Usines  Renault 

Mack  Trucks' 

42 

automotive 

2,063 

-59.8 

1,062 

6,103 

8  Nestle 

Svifitzerland  Carnation 

100 

food 

2,500E 

NA 

Nfi 

Nestle  Enterprises 

100 

food,  restaurants 

2,500E 

NA 

Nfi 

Hills  Brothers 

100 

coffee 

415 

NA 

NA 

Alcon  Laboratories 

100 

optical  products 

350E 

NA 

NA 

MJB 

100 

coffee 

151 

NA 

NA 

5,916E 

9     Beneficiaries  of  US 

Netherlands 

North  Amencan  Philips* 

58 

electronics 

4,395 

81.5 

2,64: 

Philips  Trust 

Signetics 

100 

semiconductors 

450E 

NA 

NA 

4,845E 

10     Volkswagenwerk  AG  * 

Germany 

Volkswagen  of  America 

100 

automotive 

4,326 

NA 

NA 

11  Unilever* 

Netherlands     Lever  Brothers 

100 

consumer  goods 

2,099 

-38.5 

NA 

Thomas  J  Lipton 

100 

food,  beverages 

1,270 

80.4 

77t 

National  Starch  &.  Chem 

100 

adhesives,  starch 

880 

66.0 

654 

4,249 

'Publicly  traded  in  the  U.S  in  .share.s  or  ADRs.    E:  Estimate.    NA;  Not  available 

Note:  Some  foreign  investors  in  the  list  own  U.S.  companies  indirectly  through  companies  in  italics. 
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ik    Foreign  investor 

Country 

US  investment 

% 
owned 

Industry 

Revenue 
(millions) 

Net  income 
(millions) 

Assets 
(millions) 

2     Hanson  Trost  Pic* 

UK 

Hanson  Industries 
SCM 

100% 
100 

consumer  goods 
multicompany 

$1,850 
2,175 

4,025 

$110.9 
41.8 

$1,261 
1,361 

J     Bayer  AG 

Germany 

Mobay  Chemical 
Miles  Laboratories 
Agfa-Gevaert 

Helena  Chemcial  Company 
Compugraphic  Corp* 

100 
100 
100 
100 
81 

chemicals 
health  care 
photography 
chemicals 

computer  typesetting 

1,599 
1,178 
422 
410 
401 

4,010 

77.1 
20.2 
NA 
NA 
22.0 

1,215 
961 
NA 
98 
330 

t     Bell  Canada  Enterpr*  Canada 
Nortbem  Telecom  Ltd'  Canada 
Trans  Canada  Pipeline* Canada 

Northern  Telecom  Inc 
Great  Lakes  Transmission 
Northern  Border  Pipeline 

100 
50 
30 

telecommunications 
gas  transmission 
gas  transmission 

2,878 
287 
244 

NA 
25.2 
58.7 

1,869 
373 
1,189 

3,409 

i     Anglo  Amer  of  S  Africa*  South  Africa 
Minerals  &>  Resources'  Bermuda 
Charter  Consol'  UK 

Engelhard  Corp* 
Inspiration  Resources  (US)* 
National  Mine  Service* 

30 
60 
51 

metals 

minmg,  chemicals 
mining  equipment 

2,264 
1,056 
62 

42.7 
-291.4 
-18.4 

936 
731 
NA 

3,382 

>     Generale  Occidentale  SA  France 

General  Oriental          Br  W  Indies 

Grand  Union 
Crown  Zellerbach 

100 
100 

supermarkets 
timber,  containers 

2,612 
592 

20.5 
NA 

592 
NA 

3,204 

'     Mitsubishi  Corp* 

Japan 

Mitsubishi  Intl  Corp 

100 

trading  company 

2,950E 

NA 

NA 

!     Electrolux  AB* 

Sweden 

Wnite  Consolidatea 
Dometic  Inc 

100 
100 

appliances 
appliances 

1,946 
891 

2,837 

34.1 
NA 

1,140 
439 

>     Franz  Haniel  &  Cie 

Germany 

Scnvner  Inc 

100 

food  distnbution 

2,800 

NA 

NA 

1     BASF  Group 

Germany 

BASF  Corporation 

100 

chemicals 

2,568 

39.0 

2,277 

Group  Bruxelles  Lambert  Belgium 

Drexel  Bumham  Lambert 

26 

finance 

2,500 

350.0E 

33,051 

Hongkong  &  Shanghai 
Banking  Corp* 

Hong  Kong 

Marine  Midland  Banks* 

51 

banking 

2,495 

125.1 

23,386 

1     Canadian  Pacific  Ltd* 
AMCA  Intl  Ltd' 

Canada 
Canada 

Canadian  Pacific  Ltd  USA 
Soo  Line  Corp* 
AMCA  US 

100 
56 
100 

agricultural  prods,  minerals 
railroad 

industrial  macliinery 

774 
618 
1,096 

2,488 

NA 

-8.7 
NA 

1,448 
1,138 
544 

Credit  Suisse 

Switzerland 

First  Boston* 

34 

investment  banking 

2,452 

130.3 

45,531 

Petrofina  SA 

Belgium 

American  Petrofina' 

82 

energy 

2,409 

-10.2 

1,817 

f     Elf  Aquitaine  Group 

France 

Elf  Aquitaine  Inc 
Other  companies 

100 
50-100 

multicompany 
chemicals,  drugs,  bldg 
materials 

2,215 
165E 

2,380E 

NA 
NA 

3,478 
NA 

CIBA-GEIGY  Ltd 

Switzerland 

CIBA-GEIGY  Corp 

100 

chemicals,  drugs 

2,363 

NA 

NA 

Delhaize  "Le  Lion"  SA 

Belgium 

Food  Lion* 
Food  Giant 

51 
100 

supermarkets 
supermarkets 

1,866 
482 

2,348 

47.6 
-9.5 

440 

56 

Total  CFP 
Total  Petrol  NA  Ltd' 

France 
Canada 

Total  Petroleum  Inc 

100 

energy 

2,325 

76.8 

811 

George  Weston  Ltd* 
Loblaw  Cos' 

Canada 
Canada 

Eastern  Fine  Paper 
Interbake  Inc 
Stroehmann  Bakeries 
Peter  J  Schmitt 
National  Tea 

100 
100 
100 
100 
100 

paper  products 

bakery 

bakery 

food  wholesaling 
supermarkets 

438 
1,657 

2,095 

NA 
NA 

504 

Nippon  Kokan* 

(apan 

National  Steel 

50 

steel 

2,082 

-88.4 

1,737 

Imperial  Chemical 
Industries  Pic* 

UK 

ICI  Americas 
Advanced  Materials 
ICI  Specialty  Chemicals 

100 
100 
100 

chemicals,  drugs 

chemicals 

chemicals 

1,600E 
400 

2,000E 

NA 
NA 

NA 

NA 

:ly  traded  in  the  I  i  S  in  shares  or  ADRs     E.  Estimate     NA;  Not  available 

ome  foreign  investors  in  the  list  own  U  S  companies  indirealv  through  companies  in  italics. 
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The  100  largest  foreign  investments  in  the  U.S. 


Rank 

Foreign  investor 

Country 

US  investment 

% 
owned 

Industry 

1}  <>i/f>n  lie* 
IVC  VCIlUC 

(millions) 

• 

i\et  income 
(millions) 

(million 

33 

Brascan  Ltd* 
Noraada  Mines  Ltd' 
MacMiilan  Bloedel' 

Canada 
Canada 
Canada 

Noranda  Inc* 
MacMiilan  Bloedel 

100% 
100 

aluminum 
forest  products 

$1,053 
946 

1,999 

NA 
NA 

$1,40 
52. 

34 

Schlumbetger  NV 

Neth  Antilles 

Schlumberger  Technology 

100 

oilfield  svs,  electronics 

1,983 

NA 

2,66- 

35 

Alcan  Aluminium  Ltd* 

Canada 

Alcan  Aluminum 

100 

aluminum 

1,957 

$42.0 

1,11 

36 

Siemens  AG* 

Germany 

Siemens  Communication 
Siemens  Components 
Siemens  Info  Systems 
Siemens  Medical  Systems 
Other  companies 

100 
100 
100 
100 
100 

telecommunications 
electronic  components 
office  equipment 
medical  equipment 
communications 

1,862 

-28.0 

2,12 

->/ 

Din  Xintn-7inr  PIr* 

RTZPiUarLtd 

UK 
UK 

US  Borax  &.  Chemical 
Penn  Glass  Sand 
Commonwealth  Alimiinum 
Indal  US 

100 
100 
35 
61 

mining,  chemicals 
glass 

aluminum 
building  materials 

1,382 

406 

1,788 

NA 
NA 

1,08 
21 

38 

Dalgety  Pic 

UK 

Martin-Brower  Co 
Modem  Maid  Food 
Pig  Improvement  Co 

100 
100 
100 

distribution 
food  products 
pig  breeding 

1,778 

NA 

W 

39 

Royal  Insurance  Pic 

UK 

Royal  USA 

100 

insurance 

1,737 

31.6 

3,14 

40 

Hoechst  AG* 

Germany 

American  Hoechst 

100 

chemicals 

1,660 

5.7 

1,30 

41 

Barclays  Pic 

UK 

BarclaysAmericanCorp 
Barclays  Bank  NY 
Barclays  Bank  Calif 

100 
100 
100 

financial  services 

banking 

banking 

501 
1,121 

1,622 

35.2 
9.7 

3,39 
11,21 

42 

Vendex  International 

Netherlands 

Dillard  Dept  Stores* 

44 

retailing 

1,601 

66.9 

86 

43 

Ahold  NV 

Netherlands 

BI-LO 

Giant  Food  Stores 

100 
100 

supermarkets 
supermarkets 

1,085 
483 

1,568 

NA 
N.A 

N^ 
Ni 

44 

Henkel  KGaA 

Germany 

Clorox 
Loctite  Corp 
Henkel  Corp 
Amchem  Products 

23 
26 
1  on 

100 

household  products 
chemicals 
cheimcals 
chemicals 

1,055 
231 

54 

1,549 

86.1 
NA 

NA 

77 
Ni 

57 

O  f 

5 

45 

Thyssen  Group 

Germany 

Budd  Co 
Xrsnsit  America 

100 

lUU 

auto  parts 
railroad  cars 

1,377 

1  JO 

1  535 

NA 

Ny 

46 

Grand  Metropolitan  Pic*  UK 

GrandMet  USA 

100 

multicompany 

1,486 

81.1 

1,48 

47 

BTR  Pic* 

UK 

BTR  Inc 

100 

energy,  industrial  equip 

1,450E 

NA 

Nj 

48 

Volvo  AB* 

Sweden 

Volvo  White  Truck 
Hamilton  Oil  Corp* 
Clark  Michigan  Co 

100 
50 
25 

automotive 

energy 

automotive 

751 
275 
411 

1,437 

18.0 
26.5 
-15.0 

28 
97 
27 

49 

Moore  Corp  Ltd* 

Canada 

Moore  Business  Forms 

100 

business  forms 

1,425 

NA 

82 

Crowns 

Canada 

Crown  Life  Insurance 
Extendicare  Group 
Crowntek 

100 
100 

insurance 
health  care 

information  technology 

2I0E 
74E 

1,384E 

o4.Ut 
NA 
NA 

Nv 
Nj 

51 

Sun  Life  Assurance  Co 
of  Canada 

Canada 

Sun  Life  (US) 
Suncan  Equity  Services 
Sim  Benefit  Services 
Mass  Financial  Services 

100 
100 
100 
100 

insurance 
financial  services 
financial  services 
financial  services 

851 

500E 

1,351E 

-4.1 
NA 

2,08 
3,70 

52 

Genstar  Corporation* 

Canada 

Genstar  USA 
Genstar  Mortgage 

100 
100 

bldg  materials,  RE  dev 
financial  services 

1,164 
176 

1,340 

NA 
NA 

1,05 
44 

•Publicly  traded  in  the  U.S.  in  shares  or  ADRs.    E:  Estimate.    NA:  Not  available 

Note:  Some  foreign  investors  in  the  list  own  U.S.  companies  indirectly  through  companies  in  italics. 
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ink 

Foreign  investor 

Country 

US  investment 

/o 

owned 

Industry 

Revenue 
(millions] 

Net  income 
(millions) 

Assets 
(millions) 

53 

Power  Corp  of  Canada 

Canada 

Great-West  Life  Assur 

96% 

insurance 

$1,317 

$13.7 

$3,904 

>4 

Sanyo  Electric  Co  Ltd* 

Japan 

Fisher  Corp 

Sanyo  Manufacturing 

Sanyo  E&JE 

70 
74 
48 

audio  equipment 
electronics,  appliances 
electronics,  appliances 

866 
389 
48 

1,303 

NA 
2.0 
NA 

342 
150 
39 

>5 

Daimler-Benz  Group 

Germany 

Freightliner 

100 

automotive 

1,302 

NA 

NA 

>6 

Alusuisse 

Switzerland 

Consolidated  Aluminum 

Maremont 

Lonza 

Boxal 

Flexible  Packaging 

100 
100 
100 
100 
100 

aluminum 
auto  parts 
chemicals 
aluminum  cans 
foil  conversion 

650E 
465 

186 

1,30IE 

-88.0 

88.5 

57 

Ultramar  Pic" 

UK 

Ultramar  America  Ltd 

100 

energy 

1,299 

NA 

564 

>8 

BOC  Group  Pic* 

UK 

BOC  Group,  Inc 
Mountain  Medical  Equip* 

100 

52 

gases 

medical  equipment 

1,224 
36 

1,260 

NA 
2.2 

NA 
NA 

»9 

Commercial  Union 
Assurance  Pic 

UK 

Commercial  Union  Ins 

100 

insurance 

1,250 

-180.1 

NA 

SO 

Saban  SA 
Republic  Holding  SA 

Switzerland 
Luxembourg 

Republic  NY  Corp' 

33 

banking 

1,245 

122.1 

15,324 

SI 

Montedison  Group 

Italy 

Himont 

Compo  Industries 
Erbamont* 

100 
86 
72 

chemicals 
chemicals 
pharmaceuticals 

900 
168 
163 

1,231 

52.8 
-4.5 
8.5 

689 
100 
175 

'2 

Nationale-Nederlanden 

Netherlands 

Nationale-Nederlanden  US 

100 

insurance 

1,209 

35.1 

3,013 

S3 

Manufacturers  Life 
Insurance  Co 

Canada 

Manufactiuers  Life  Ins 

100 

insurance 

1,200E 

NA 

NA 

S4 

First  City  Financial 
Corp 

Canada 

HH  Robertson' 
Scovill  Inc 

21 
100 

construction 

bldg  materials,  appliances 

614 
554 

1,168 

-32.0 
2.0 

391 
782 

S5 

General  Accident  Fire 
&  Life  Pic 

Scotland 

Gen  Accident  Ins  Amer 
Camden  Fire  Insurance 
Perm  General  Insurance 
Potomac  Ins  of  Illinois 

100 
100 
100 
100 

insurance 
insurance 
insurance 
insurance 

1,152 

101.7 

2,819 

>6 

Saint-Gobain 

France 

CertainTeed  Corp* 

57 

building  materials 

1,110 

53.4 

763 

j7 

Beecham  Group  Pic* 

UK 

Beecham 

Beecham  Cosmetics 
Beecham  Home  Improve 

100 
100 
100 

drugs,  consumer  prods 
cosmetics,  fragrances 
home  improvement 

1,100 

NA 

1,100 

i7 

General  Electric  Pic* 

UK 

Picker  International 
AB  Dick 

80 
100 

medical  equipment 
office  equipment 

700E 
400E 

1,100E 

NA 
NA 

NA 
NA 

i9 

. 

United  Biscuits 
(Holdings)  Pic 

UK 

Keebler 

Specialty  Brands 

100 
100 

bakery 

food  products 

982 
86 

1,068 

NA 
NA 

NA 
NA 

'0 

Sandoz  Ltd 

Switzerland 

Sandoz  United  States  Inc 

100 

multicompany 

1,059 

NA 

NA 

1 

Lama  Holdings 

Mideast 

Smith  Barney 

23 

financial  services 

1,015 

NA 

5,700 

'2 

Roche/Sapac 

Switzerland 

Hoffmatm-La  Roche 

100 

drugs,  chemicals 

1,000E 

NA 

NA 

'2 

Kuwait  Petroleum 

Kuwait 

Santa  Fe  Intl  (KPC) 

100 

energy 

l,0OOE 

NA 

NA 

'4 

AEGON  NV* 

Netherlands 

Life  Investors* 
National  Old  Line 

81 
100 

insurance 
insurance 

888 
96 

984 

44.0 
22.0 

2,138 
338 

'5 

SNECMA 

France 

CFM  International  Inc 

50 

aviation 

972 

2.2 

473 

Bank  of  Tokyo  Ltd* 

Japan 

California  First  Bank' 
Bank  of  Tokyo  Trust 

77 
100 

banking 
banking 

550 
415 

965 

25.6 
25.5 

5,401 
5,379 

ilicly  traded  in  the  U.S.  in  shiares  or  ADRs.    E:  Estimate.    NA:  Not  available. 

:  Some  foreign  investors  in  the  list  own  U.S.  companies  indirectly  through  companies  in  italics. 

Sometimes  basic,  sometimes  sopliisticat 


It  takes  tremendous  force  to  lift  and 
land  a  jumbo  jet  or  to  move  an  aircraft  carrier 
into  dock.  And  it  takes  precise  control  to  do  it 
safely.  The  products  needed  to  achieve  this 
control  may  require  advanced  state  of  the  art, 
while  others  are  less  complex. 

That  same  interdependent 
relationship  between  power 
and  control  exists  wherever 
modem  technology  exists . . . 
on  military  bases,  in  hospitals, 
manufacturing  plants 
and  more. 

Parker  products  are  at  the  heart 
of  vital  technology,  performing 
essential  tasks  throughout 
the  world.A  A 

Paul  Schloemer 
President  and 
Chief  Executive  Officer. 

Parker  provides  the  vital  technology 
that  harnesses  and  takes  command  of  force  and 
motion.  The  most  vital  technology  in  the 
world  involves  controlling  force  and  motion  and 
it  is  involved  in  everything  from  your  personal 
health  to  your  country's  security. 

Innovation  in  motion 

Virtually  everywhere  you  look, 
Parker's  innovative  parts,  components, 
and  systems  are  getting  things  moving 
and  getting  things  done  —  by 
providing  control  of  force 
and  motion. 

■Meeting 
today's  needs 

Parker  Hannifin  is  a 
broadly  based,  $1.5 -billion 
dollar  organization 
which  supplies  1,000 


Parker's  microstep  technology 
enables  simple  robots  to  take  on 
exacting  tasks. 


diverse  markets  with  a  vast  array  of  products 
to  control  pressure,  force,  and  motion.  Parker 
has  the  size  and  scope  to  satisfy  the  ^ 
quality  and  volume  requirements  of  major 
customers  worldwide. 

It's  no  wonder  then,  that  industry 
around  the  world  and  the  U.S.  Defense 
Department  routinely  turn  to  Parker  when 
specifications  call  for  vital  technology. 
The  company  has  played  an  important  role  ii 
everything  from  cars  to  space  vehicles. 

But  Parker  has  an  even  more  immedia 
impact  on  your  life.  Whenever  you  travel  in 
a  commercial  aircraft,  for  instance  —  Parker 
products  are  aboard  every  plane  now  flying  i 
the  free  world.  Parker  products  also  ride  in 
passenger,  agricultural,  and  military  vehicles 
they  take  to  the  water  in  ships  and  submarines 
they  work  on  production  lines  in  factories 
around  the  world . . .  and  they're  an  integral  pa 
of  many  advanced  diagnostic  and  treatment 
devices  used  in  health  care  today. 

Pianning  for 
tomorrow's  needs 

Vital  technology  is  many  things  — 
it  evolves  and  changes  as  new  applic; 
tions  emerge.  Remaining  responsive 
new  applications  in  the  marketplace 
is  one  of  Parker's  top  priorities. 

Supporting  that  priori 
are  the  company's  R&l 
activities.  Electro-hydrau 
fiber  optics,  load- sensing 
hydraulic  systems,  micro- 
electronics, and  biomedical 
instrumentation;  all  these  are  ar 
of  intense  researc 
at  Parker  — and, 
already,  they're 
paying  ofi". 


lOLOGY: 


•but  always  indispensable. 


ichnology  transfer  helps  speed  Parker's 

progress,  too,  as  the  technological 

know-how  acquired  in  aero- 
space projects 

applied  to 

Justrial  and  biomedical  markets. 

irowing  better 
very  day 

rker  is 
mber 


1,  2,  or  3 
in  133  of  its 
product  lines.  The 
company's 
acquisition 

ategy 
:uses  on 
ntinuing  that 
idership. 
[&  goal: 
gain  entry 
new  and 
ated  markets 
round  out  product  lines,  and  to  further 
netrate  existing  markets. 

Compumotor  is  a  good  example  of  this 
ategy  at  work.  This  recently  acquired 
mpany  specializes  in  the  production  of  micro- 
iDcessor- based  controls  for  motion -control 
plications.  Compumotor's  unique  microstep 
i;hnology  enables  certain  kinds  of  motors 
make  as  many  as  25,000  individual  stops  in 
e  revolution  (this,  in  turn,  enables  simple 
itomated  equipment  to  take  on  exacting  tasks). 

Other  examples?  Schrader  Bellows,  an 
ernational  maker  of  pneumatically  controlled 
vices  used  throughout  industry. 
;tal  Bellows,  producer  of  a  top-quality  line 
precision -welded  bellows  and  pumps  for 
'ospace  and  other  high  tech  applications. 


Racor  and  Finite  Filter  significandy  improve 
Parker's  position  in  the  fast  growing  fluid 
filter  business. 

These  companies 
are  typical 

of  the  kinds  of 
organizations  Parker  seeks  out : 
they  have  a  history  of 
technological  competency, 
cost-effective 
production, 
Parker  s      "^fj^fei^  Outstanding 

highly  reliable,        ^^^■•^  ^ 


balllstically  tolerant 
flight  control  actuators 
are  aboard  the  Apache 
attack  helicopter. 


manage- 
ment, and 
healthy 
market  position. 
As  you 
can  see, 
Parker 
believes  in 
growing  not  just 
larger,  but  better  — 
so  today's  customers  will  be  customers 
tomorrow,  too. 

For  more  information,  write 
Parker  Hannifin  Corporation, 
Dept.  FB-2, 
17325 
Euclid 
Avenue, 
Cleveland, 
Ohio 
44112- 
1290. 


A  result  of  vital 
technology. .  .the  smallest, 
lightest  ambulatory  infusion 
pump  ever  created. 


Parker 


Ital  technology  for  today  and  tomorrow. 
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The  100  largest  foreign  investments  in  the  U.S. 


Rank 

Foreign  investor 

Country 

US  investment 

% 
owned 

Industry 

Revenue 
(millions) 

Net  income 
(millions) 

Assets 
(millions 

77 

Canada  Developraent 
Corp 

Canada 

Savin  Corp* 
Other  companies 

0/  /o 

100 

office  e()uipment 
energy 

530 
960 

NA 

482 

78 

Winterthur  Swiss 
Insurance 

Switzerland 

Republic  Finl  Services 

100 

insurance 

956 

NA 

1,200 

79 

Consolidated  Gold 
Fields  Pic* 

UK 

Newmont  Mining* 
Gold  Fields  American 

26 
100 

mining 

natural  resources 

684 
261 

945 

-36.4 
-71.0 

2,085 
825 

80 

National  Westminster 
Bank  Pic 

UK 

Natl  Westminster  Bank  US 

100 

banking 

931 

54.6 

9,796 

81 

Bank  of  Montreal 

Canada 

Harris  Bankcorp 

100 

banking 

915 

57.5 

9,245 

82 

TBG  Holdings  NV 

Netherlands 

Electrical  Sciences  Inc 
InCon  Packaging  Inc 
Info  Technology  Group 
Metal  ink 

Sterling  Fluid  Products 

100 
100 
100 
100 
100 

electrical  products 
containers 

electronic  information 
metal  products 
pumps 

900E 

NA 

NA 

83 

Olympia  &  York 
Developments  Ltd 
Trizec 

Gulf  Canada 

Canada 
Canada 
Canada 

Landmark  Land* 

Rouse* 

Abitibi-Price 

25 
20 
90 

recreation 

property  dev,  banking 
forest  products 

228 
247 
413 

888 

15.3 
9.7 
NA 

1,653 
1,191 
194 

84 

NV  AMEV 

Netherlands 

AMEV  Holdings  Inc 

100 

insurance 

879 

64.0 

1,785 

85 

Fujitsu  Ltd* 

Japan 

Amdahl  Corp* 

47 

electronics 

862 

24.4 

907 

86 

Honda  Motor  Co  Ltd* 

Japan 

Honda  of  America  Mfg 

100 

automotive 

850E 

NA 

NA 

87 

Otto  Versand 

Germany 

Spiegel  Lnc 

100 

catalog  retailing 

848 

13.0 

687 

88 

News  Corporation  Ltd* 

Australia 

News  America 

100 

media 

829 

NA 

1,277 

89 

IF!  International  SA 

Luxembourg 

Moog  Automotive 
Chicago  Rawhide 
Incom  International 
RC  Cement 

100 
100 
100 
20 

auto  parts 
auto  parts 

industrial  components 
cement 

660E 

160 
820E 

NA 
NA 

NA 
NA 

90 

Northern  Foods  Pic 

UK 

Prestige  Foods 
Keystone  Foods 

100 

80 

meat  products 
meat  and  poultry 

812 

NA 

224 

90 

]  Sainsbury  Pic' 

UK 

Shaw's  Supermarkets 

21 

supermarkets 

812 

11.3 

152 

92 

Sobey  Parties 

Canada 

Hannaford  Brothers* 

26 

food  distribution 

807 

14.4 

220 

93 

Swiss  Reinsurance  Co 

Switzerland 

SwissRe  Life  Insurance 
North  Am  Reinsurance 
North  Am  Reassurance 
Other  companies 

100 
100 
100 
100 

insurance 
insurance 
insinrance 
insurance 

330 
266 
105 
106 

807 

-55.6 
-51.1 
-15.4 
12.6 

787 
681 
552 
431 

94 

Broken  Hill  Proprietary 

Australia 

Utah  Intemational 
Monsanto  Oil  Company 

100 
100 

energy,  mining 

600E 
200E 

800E 

NA 
NA 

NA 
NA 

95 

Standard  Chartered 
Bank  Group 

UK 

Union  Bank 

100 

banking 

765 

47.1 

9,038 

96 

Pilkington  Brothers  Pic 

UK 

LOF  Glass 
Other  companies 

100 
25-100 

glass 

electro-optics 

690 
71 

761 

NA 
NA 

375 
NA 

97 

Six  European  Banks 

6  countries 

European  Amer  Bancorp 

100 

banking 

753 

10.2 

6,655 

98 

Johnson  Matthey  Pic 

UK 

Johnson  Matthey  Inc 

100 

printing,  refining 

750 

7.3 

431 

99 

Zurich  Insiuance  Group 

Switzerland 

Zurich- American  Ins 

100 

insinrance 

735 

-19.6 

1,463 

100 

Promodes 

France 

Red  Food  Stores 

Houchens 

Prairie 

100 
100 
100 

supermarkets 
supermarkets 
supermarkets 

451 
208 
56 

715 

8.9 

165 

•Publicly  traded  in  the  U.S.  in  shares  or  ADRs.    E;  Estimate.    MA:  Not  available 

Note:  Some  foreign  investors  in  the  list  own  U.S.  companies  indirectly  through  companies  in  italics. 
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SPECIAL  REPORT  ON  INTERNATIONAL  BUSINESS 


The  100  largest  U.S.  multinationals 


Another  difficult  year  was  1985 
for  Forbes'  100  largest  U.S. 
^multinational  corporations. 
The  group's  total  foreign  sales,  $409 
billion  last  year,  was  $16.2  billion 
less  than  the  year  before.  Foreign 
operating  profits  also  fell,  by  3.3%, 
to  $26.4  billion.  Add  these  lacklus- 
ter foreign  results  to  limp  domestic 
results,  and  the  aggregate  profits  of 
the  country's  100  biggest  multina- 
tionals dropped  from  $88  billion  in 
1984  to  $77  billion  last  year. 

Most  woes  stemmed  from  the 
dollar,  overvalued  until  the  Group 
of  Five's  currency  intervention  was 
announced  Sept.  22,  and  from  slug- 
gish foreign  economies,  neither  of 
which  executives  could  do  much 
about.  Against  this  background,  the 
ability  of  IBM,  General  Motors  and 
49  other  multinationals  on  our  list 
to  increase  their  overseas  revenues 
last  year  was  the  more  impressive. 


Gillette  boosted  its  foreign  sales  by 
$189  million,  jumping  from  83rd 
place  on  last  year's  ranking  to  71st 
place  below. 

For  Big  Oil,  the  dollar  was  only 
one  problem.  The  other  was  falling 
energy  prices,  which  helped  cut  the 
foreign  revenues  for  all  but  4  (Mobil, 
Amoco,  Phillips  and  Atlantic  Rich- 
field) of  the  1 1  oils  on  the  list.  Ex- 
xon lost  $4  billion  in  foreign  sales, 
but  remains  first  on  our  list  by  a 
wide  margin.  But  Chevron  dropped 
from  fourth  place  on  last  year's  list 
to  eighth  place  on  this  year's.  Fluor, 
the  troubled  construction  outfit 
that  made  lots  of  money  during 
OPEC's  building  heyday,  dropped 
off  the  list  altogether.  So  did  Avon 
Products,  thanks  to  a  buyout  and 
restructuring. 

Merger  mania  also  helps  explain 
new  faces  on  this  year's  list.  Six 
multinationals  from  last  year's  list 


became  three  as  R.J.  Reynolds  and 
N.abisco  merged  to  form  RJR  Na- 
bisco; Allied  Corp.  and  Signal  Cos. 
became  Allied-Signal;  and  Philip 
Morris  acquired  General  Foods. 
New  on  the  list:  Dresser  Industries, 
Rockwell  International,  Abbott  Lab- 
oratories, PPG  Industries,  American 
Standard  and  Westinghouse. 

The  outlook  for  next  year?  Partly 
sunny.  A  recession  is  possible;  and 
energy  prices  are  likely  to  remain 
depressed,  therefore  suggesting  no 
rebound  for  the  oils.  But  the  bene- 
ficial effects  of  the  dollar's  correc- 
tion are  beginning  to  work  through 
the  system. 

Short  of  a  nasty  trade  war — still 
a  possibility  despite  the  Adminis- 
tration's subtle  handling  so  far — 
the  multinationals  most  hurt  by 
the  effects  of  the  strong  dollar 
stand  to  benefit  most  now  that  it 
has  corrected. 


1985 
rank 

Company 

Foreign 
revenue 
(millions) 

Total 
revenue 
(millions) 

Foreign 
revenue 

as  % 
of  total 

Foreign 
operating 

profit 
(millions) 

Total 
operating 

profit 
(millions) 

Foreign 
operating 
profits  as 
%  of  total 

Foreign 
assets 
(millions) 

Total 

assets 
(millions) 

Foreign 
assets 

as  %  of 
total 

1 

Exxon 

$59,067 

$86,673 

68.1% 

$3,530' 

$5,604' 

63.0% 

$30,049 

$69,160 

43.4% 

2 

Mobil 

32,678^ 

57,111^ 

57.2 

1,317^ 

1,040^ 

126.6 

18,867 

41,752 

45.2 

3 

Texaco 

21,864 

46,297 

47.2 

874" 

1,864" 

46.9 

11,142 

37,703 

29.6 

4 

IBM 

21,545 

50,056 

43.0 

3,084-' 

6,555^ 

47.0 

21,733 

52,634 

41.3 

5 

General  Motors 

16,167 

96,372 

16.8 

415)3 

3,999^ 

10.5 

13,570 

63,643 

21.3 

6 

Ford  Motor 

15,995 

52,774 

30.3 

527-^ 

2,515' 

21.0 

15,725 

31,366 

50.1 

7 

Salomon 

15,100 

27,896 

54.1 

286^ 

557-' 

51.3 

7,800 

88,601 

8.8 

8 

Chevron 

12,722 

41,742 

30.5 

765^ 

1,547' 

49.5 

9,165 

38,899 

23.6 

9 

Citicorp 

10,600^ 

22,504 

47.1 

545-' 

998' 

54,6 

78,259* 

160,505* 

48.8 

10 

EI  du  Pont  de  Nemours 

10,551' 

29,239' 

36.1 

356" 

1,574" 

22.6 

7,546 

25,140 

30.0 

11 

ITT» 

7,754 

20,007 

38.8 

164^ 

294^ 

55.8 

11,743 

37,849 

31.0 

12 

Dow  Chemical 

6,326 

11,537 

54.8 

382 

637 

60.0 

5,509 

11,830 

46.6 

13 

Amoco 

5,984^'^ 

27,258^ 

22.0 

785^ 

1,953^ 

40.2 

6,520 

25,198 

25.9 

14 

BankAmerica 

5,144 

13,390 

38.4 

-420^ 

-337' 

124.6 

41,882* 

118,974* 

35.2 

15 

Chase  Manhattan 

5,024 

9,733 

51.6 

194' 

565'' 

34.3 

40,830 

87,685 

46.6 

16 

Safeway  Stores 

4,261 

19,651 

21.7 

113^ 

231' 

48.9 

1,110 

4,841 

22.9 

17 

IP  Morgan 

3,684 

6,575 

56.0 

335^ 

705^ 

47.5 

32,476 

69,375 

46.8 

18 

Procter  &  Gamble 

3,625 

13,552 

26.7 

96^ 

635^ 

15.1 

1,946 

9,683 

20.1 

19 

Occidental  Petroleum 

3,619^ 

15,644^ 

23.1 

132' 

455^ 

29.0 

2,667 

11,586 

23.0 

20 

RJR  Nabisco 

3,262"^ 

13,533 

24.1 

398 

2,246 

17.7 

4,347 

16,930 

25.7 

'Net  income  before  .special  item.s  "Includes  other  income.  'Net  income.  ''Operating  income  after  taxe.s.  ^Estimate.  ^Average  asset.s.  "includes  foreign 
excise  taxes.  ''Includes  proportionate  interest  in  unconsolidated  subsidiaries  or  investments,  ^Income  from  continuing  operations,  "'Includes  U  S,  exports, 
"Pretax  income,  '^Profit  before  interest  and  after  taxes,  "Excludes  Canada,  '''Profit  before  equity  in  net  income  of  unconsolidated  subsidiaries,  D-P:  Deficit 
over  profit,    P-D:  Profit  over  deficit,    NA:  Not  available 

General  note:  1986  data  were  used  for  those  February  and  March  companies  that  reported  before  press  time. 
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100  largest  U.S.  multinationals 


Foreign  Foreign        Total  Foreign  Foreign 

Foreign       Total       revenue  operating  operating  operating  Foreign  Total  assets 

revenue     revenue       as  %         profit         profit  profits  as  assets  assets  as  %  of 

(millions)   (inilli6ns)     of  total  (millions)  (millions)  %  of  total  (millions)  (millions)  total 


21 

Eastman  Kodak 

$3,239 

$10,631 

30.5% 

$167 

$561 

29.8% 

S3, 262 

$12,135 

26,9% 

22 

Xerox' 

3,187 

11,736 

27.2 

152" 

381" 

39.9 

3,926 

17,163 

22.9 

23 

Goodyear 

3,148 

9,585 

32.8 

177 

640 

27.7 

2,320 

6,954 

33.4 

24 

Phillips  Petroleum 

3,125 

15,636 

20.0 

1,339 

2,729 

49.1 

2,687 

14,045 

19.1 

25 

General  Electric 

3,112^ 

29,272^ 

10.6 

101^ 

2,336^ 

4.3 

3,809 

26,432 

14.4 

26 

Coca-Cola 

2,996 

7,904 

37.9 

611 

1,045 

58.5 

1,727 

6,898 

25.0 

26 

United  Technologies 

2,996 

14,992 

20.0 

116' 

313' 

37.1 

2,780 

10,528 

26.4 

28 

Sears,  Roebuck 

2,905 

40,715 

7.1 

25^ 

1,303' 

1.9 

1,917 

66,417 

2.9 

29 

Hewlett-Packard 

2,809'" 

6,505 

43.2 

331" 

758" 

43.7 

1,797 

5,680 

31.6 

30 

Manufacturers  Hanover 

2,808 

8,385 

33.5 

124' 

407' 

30.5 

27,361 

76,526 

35.8 

31 

American  Express 

2,749 

11,850 

23.2 

316 

1,427 

22.1 

18,295 

74,777 

24.5 

32 

Tenneco 

2,665 

15,270 

17.5 

202 

1,496 

13.5 

3,387 

20,437 

16.6 

33 

Union  Carbide 

2,632 

9,003 

29.2 

272 

826 

32.9 

3,054 

10,581 

28.9 

34 

Dart  &  Kraft 

2,625 

9,942 

26.4 

289 

998 

29.0 

1,416 

5,502 

25.7 

35 

Digital  Equipment 

2,608 

6,686 

39.0 

305 

450 

67.8 

2,254 

6,369 

35.4 

36 

Minn  Mining  &  Mfg 

2,594 

7,846 

33.1 

332 

1,150 

28.9 

1,874 

6,593 

28.4 

37 

Pan  Am  Corp 

2,591 

3,484 

74.4 

50 

-182 

P-D 

NA 

2,448 

NA 

38 

Bankers  Trust  New  York 

2,551 

4,699 

54.3 

167' 

371' 

45.0 

28,428 

50,581 

56.2 

39 

Sun  Co 

2,534^ 

14,410^ 

17.6 

I9U 

644'^ 

3.0 

3,052 

12,923 

23.6 

40 

Chrysler 

2,488 

21,256 

11.7 

257" 

2,370" 

10.8 

2,062 

12,582 

16.4 

41 

CPC  International 

2,445 

4,210 

58.1 

199 

359 

55.4 

1,735 

3,017 

57.5 

42 

Johnson  &  Johnson 

2,431 

6,421 

37.9 

237' 

614^ 

38.6 

1,968 

5,095 

38.6 

43 

Colgate-Palmolive 

2,354 

4,524 

52.0 

133 

329 

40.4 

1,008 

2,814 

35.8 

44 

FW  Woolworth 

2,310 

5,958 

38.8 

126 

409 

30.8 

981 

2,535 

38.7 

45 

American  IntI  Group 

2,253" 

5,782 

39.0 

364" 

391 

93.1 

5,948" 

15,571 

38.2 

46 

Burroughs 

2,203 

5,038 

43.7 

273 

601 

45.4 

1,799 

4,556 

39.5 

47 

GTE 

2,169 

15,732 

13.8 

101' 

-161' 

P-D 

3,405 

26,558 

12.8 

48 

Atlantic  Richfield 

2,138 

21,723 

9.8 

96' 

333' 

28.8 

1,815 

20,279 

9.0 

49 

Allied-Signal 

2,047 

9,115 

22.5 

129" 

-279" 

P-D 

1,694 

13,271 

12.8 

50 

American  Brands" 

2,007 

5,616 

35.7 

173 

898 

19.3 

1,672 

8,371 

20.0 

51 

NCR 

1,965 

4,317 

45.5 

278 

599 

46.4 

1,328 

3,940 

33.7 

52 

Monsanto 

1,923 

6,747 

28.5 

216 

351 

61.5 

1,670 

8,877 

18.8 

53 

K  mart* 

1,886 

23,421 

8.1 

40" 

471" 

8.5 

706 

10,102 

7.0 

54 

Chemical  New  York 

1,872 

5,651 

33.1  • 

116^ 

390^ 

29.7 

18,619 

56,990 

32.7 

55 

Motorola 

1,818 

5,443 

33.4 

76 

200 

38.0 

1,046 

4,370 

23.9 

56 

Unocal 

1,781- 

11,059- 

16,1 

80' 

325' 

24.6 

1,585 

10,797 

14.7 

57 

Philip  Morris 

1,779 

12,149 

14.6 

146 

2,686 

5.4 

2,752 

17,429 

15.8 

58 

Sperry 

1,698 

5,741 

29,6 

286 

542 

52.8 

1,320 

5,890 

22.4 

59 

Pfizer 

1,682 

4,025 

41.8 

298 

929 

32.1 

1,763 

4,463 

39.5 

60 

Honeywell 

1,647 

6,625 

24.9 

101' 

282^ 

35.8 

1,736 

5,034 

34.5 

'Net  income  before  special  items.  -Includes  other  income.  'Net  income  ^Operating  income  after  taxe.s.  ^Estimate.  ''Average  assets  "includes  foreign 
e.xcise  taxes.  "Includes  proponionate  interest  in  unconsolidated  subsidiaries  or  investments  "income  from  continuing  operations.  '"Includes  U.S.  exports 
"Pretax  income  ''Profit  before  interest  and  after  taxes  "Excludes  Canada  '  'Profit  before  equity  in  net  income  of  unconsolidated  subsidiaries.  D-P:  Deficit 
over  profit    P-D:  Profit  over  deficit.    NA:  Not  available. 

General  note:  1986  data  were  used  for  those  Februan-  and  March  companies  that  reponed  before  press  time. 


1985 

rank  Company 


,„  log 


A  pile  of  oily  rags  bursts  into  flame. 

And  a  profitable  operation  of  an  American  com- 
pany is  reduced  to  a  pile  of  ashes. 

The  real  disaster,  however,  occurs  when  the  home 
I  office  discovers  that  their  standard  Italian  fire  insurance 
doesn't  cover  damage  from  spontaneous  combustion. 

How  could  this  happen? 

Easily  They  bought  insurance  written  in  another 
language.  From  another  country  With  different 
standards  for  coverage. 

The  fact  is,  buying  insurance  outside  the  U.S.  is 
complicated. 

Which  is  why  so  many  corporations  ore  turning  to 
a  single  policy  from  CIGNA  Worldwide's  international 
specialists. 

They  know,  for  instance,  that  in  Japan  standard 
fire  protection  doesn't  include  damage  from  lightning. 
I  And  in  Pakistan,  nearly  all  fire  coverage  must  be 
specified  by  endorsements. 

With  the  industry's  largest  net\A/ork  of  local  repre- 


sentatives, spanning  some  160  countries,  we  con  offer 
you  the  kind  of  service  that  ensures  loss  control  support 
just  about  anywhere.  Service  that  simplifies  claims 
adjustment.  And  policy  administration. 

A  program  from  CIGNA  Worldwide  provides  uniform 
coverage  that  eliminates  gaps  in  protection  and 
costly  overlapping  policies.  What's  more,  it  offers  the 
kind  of  economy  you  can't  get  buying  insurance 
piecemeal. 

If  your  business  is  international,  you  should  be  buying 
insurance  on  on  international  scale. 

To  learn  how  you  con  do  just  that,  write  CIGNA 
Corporation,  Department  RH,  One  Logan  Square, 
Philadelphia,  PA  19103. 

After  all,  something's  wrong  when  you're  not  covered 
for  a  fire  because  of  the  way  it  started. 

CIGNA  Worldwide. 
Another  example  of  CIGNA's 
personalized  service  to 
business  around  the  world. 


CIGNA 
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The  100  largest  U.S.  multinationals 


1985 

f  Am  flail  V 

Foreign 
revenue 
(millions) 

Total 
revenue 
(millions) 

Foreign 
revenue 

as  % 
of  total 

Foreign  " 
operating 

profit 
(millions) 

Total 
operating 

profit 
(millions) 

Foreign 
operating 
profits  as 
%  of  total 

Foreign 
assets 
(millions) 

Total 

assets 
(millions] 

Foreign 
assets 
as  %  of 
total 

61 

Tran.s  World  Airlines 

$1,610 

S;3  775 

43.2% 

S-19" 

$-217" 

8.8% 

m  706 

>J'  1 1  \/\7 

$2  769 

43.6% 

62 

Merck 

1,589 

3  548 

44.8 

214 

853 

25.1 

1  791 

4  902 

36.5 

63 

Sara  Lee 

1  510 

8  117 

18.6 

109' ' 

348" 

31.3 

1  143 

3  216 

35.5 

64 

Cigna 

1  506 

16  197 

9.3 

—44 

-855 

5.1 

5,087 

44  736 

114 

65 

Bank  of  Boston 

1,500'^ 

3,436 

43.7 

3' 

174' 

1.7 

7,314* 

23,814* 

30.7 

66 

Scott  Paper** 

1  454 

4  068 

35.7 

47' 

201 ' 

23.4 

1  324 

4  245 

31  2 

67 

Caterpillar 

1  445 

6  725 

21.5 

-16 

513 

D— P 

1  273 

6  016 

21  2 

6o 

Texas  Instruments 

1  418 

4  924 

28.8 

-4" 

-115" 

3  5 

949 

X  n7A 

ou.y 

by 

Halliburton 

1  400 

4  781 

29.3 

59 

89 

66  3 

1  156 

4  662 

7A  ft 

70 

H|  Heinz 

1,386 

4,048 

34.2 

155 

491 

31.6 

883 

2,474 

35.7 

/  1 

uiiieiie 

1  375 

2  400 

57.3 

233 

380 

61.3 

1  182 

2  425 

48  7 

12. 

First  Chicago 

1  XA.f^ 
1  ,o'+D 

d.  ^7n 

'r,0  /  O 

30  8 

— O  J 

i  oy 

n— p 

1  l,OOo 

Xft  fi03 

3n  A 

70 

WK  orace 

5  193 

25  4 

188 

d.ni 

i 

to.y 

oyu 

A7  1 

I  A  zl 

1  *♦ 

Bristol'A^yers 

1  315 

4,444 

29.6 

213 

890 

23.9 

1  020 

3  721 

27.4 

75 

TRW 

1,260 

5,917 

21.3 

137 

480 

28.5 

993 

3,735 

26.6 

/O 

Aluminum  Co  of  America** 

1  223 

5  805 

21.1 

SI'* 

21''' 

247  6 

2  403 

7  409 

37  d. 

77 

Deere 

1  219 

4  061 

30.0 

50 

93 

53.8 

920 

5  462 

16  8 

78 

r^nnfrnl  Data 

1  209 

4  810 

25.1 

50 

-124 

P-D 

1  732 

8,565 

20.2 

79 

vv  driici'i-iaiiiucr  I 

1  162 

3  200 

36.3 

286 

559 

5 1 .2 

819 

2  358 

34  7 

80 

Enron 

1,142 

10,253 

11.1 

85 

620 

13.7 

810 

9,893 

8.2 

81 

1x1111  UCl  1  y  v^iaii^ 

1  135 

4  073 

27.9 

67' 

26/3 

25.1 

1  053 

3  504 

30  1 

OA 

/VUlCKaUa  nCaS 

1  128 

7  653 

14.7 

1 19"' 

—260^ 

P— D 

1  639 

6  219 

7A  4 

i^roGCfi  r  In  rill  cf'fi<ic 

1  080 

4  111 

26.3 

88 

-95 

P-D 

890 

3  225 

27  6 

84 

1Ti  roc  ton  t> 

1  063 

3  836 

27  7 

91 

145 

62  8 

772 

7  ^OA 

85 

Continental  Illinois 

1,062 

2,880 

36,9 

7' 

134^ 

5.2 

10,100* 

28,300'' 

35.7 

86 

Vmitril^lino  Ro/^lrinan 
tjUllilllMlllC  DCCKUIall 

1  055 

3  257 

32  4 

1 74 

740 

23  5 

1  DX^ 

0, 1  oo 

77  7 

R7 

American  Home  Products 

17  11 

1  7  X 

A73 

0,070 

1  0  Si 

oo 

American  Cyanamid 

zy.o 

78' 

1  TQ^ 

1  zy 

OU.  J 

Oj'+UO 

1 1  0 

Zl  .7 

oy 

Security  Pacific 

^  ^Xl 
J,  JO  / 

1  si  o 

AS' 
Do 

ozo 

1  1  1 
z  i .  i 

11    ft^  1 

oo,oUo 

LL.L 

90 

Eli  Lilly 

1,039 

3,271 

31.8 

204" 

797" 

25.6 

1,097 

3,954 

27.1 

01 
y  1 

Hercules^ 

O,  I'+O 

3T  O 

oz.y 

1 Z 1 

ZUl 

An  0 

1  m  X 

L,yof 

Continents!  Corp 

i  031 
1  ,Uo  1 

c),uyz 

oo  T 

zu.z 

1 

—loy 

r—U 

0  A'^A 
Z,OJO 

11  /IOC 

T  2  1 

Zo.  1 

0"% 
y  J 

Rockwell  Internstionfll 

yj  f 

1  1  OOQ 

1  l,ooo 

0  A 

1 ZZ 

I    1  7Q 
1,1/0 

^  [\  A 

1U.4 

yoD 

/,OJO 

lo.4 

OA 

PepsiCo 

VdZ 

0  nc  7 

1  1.0 

0/ 

osy 

7  0 

/.O 

1   OC  /I 

ion 
io.U 

93 

Abbott  Lflborstories 

950 

3  360 

28.3 

151 

754 

20.0 

734 

3  468 

21.2 

96 

PPG  Industries 

934 

4,346 

21.5 

54 

617 

a.8 

967 

4,084 

23.7 

97 

American  Standard 

930 

2,912 

31.9 

119 

235 

50.6 

649 

2,269 

28.6 

98 

Quaker  Oats 

927 

3,520 

26.3 

77 

376 

20.5 

449 

1,842 

24.4 

99 

Irving  Bank 

906 

2,028 

44.7 

64' 

116^ 

55.2 

9,310' 

21,651 

43.0 

100 

Westinghouse  Electric 

904 

10,700 

8.4 

67 

742 

9.0 

684 

9,682 

7.1 

'Net  income  before  special  items.    ^Includes  other  income    'Net  income    ""Operating  income  after  taxes    ''Estimate    "Average  assets    "includes  foreign 
excise  taxes,    "^Includes  proportionate  interest  in  unconsolidated  subsidiaries  or  investments    'income  from  continuing  operations,    '"includes  U.S  exporLs 
"Pretax  income.    '^Profit  before  interest  and  after  taxes.    '^Excludes  Canada.    '"'Profit  before  equit\-  in  net  income  of  unconsolidated  subsidiaries.    D-P:  Deficit 
over  profit.    P-D:  Profit  over  deficit    NA:  Not  available. 

General  note:  1986  data  were  used  for  those  February  and  March  companies  that  reported  before  press  time. 
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Km  IS  IN  THE  IHIDDIE 
or  AUTHE  ACTION. 


The  conference  in  London  was 
in  full  swing.  Ideas  were  flying. 
Proposals  were  being  made. 
They  had  everything  they 
needed  except  the  one  thing  they 
needed  most:  an  American 
firm  to  handle  the  deal. 

That's  when  they  took  the  call 
from  America.  A  business 
associate  they'd  once  worked 
with  was  calling  to  say  hello. 
Perfect  timing.  And  a  perfect 
opportunity  to  work  the  deal 
out  together. 

That's  the  kind  of  opportunity 
you  create  for  yourself  when 
you  use  AT&T  International 
Long  Distance  Service  to  keep 
in  touch  with  your  business 
associates  overseas.  And 
that's  just  the  beginning  of  the 
services  AT&T  offers  both 
internationally  and  in  the  U.S. 
To  find  out  just  how  well  those 
services  can  work  for  you,  call 
vour  Account  Executive  or  an 
AT&T  Sales  Specialist  toll  free 
at  1800  222-0400.  ©  1986  AT&T 


ATfiiT 

The  right  choice. 


SPECIAL  REPORT  ON  INTERNATIONAL  BUSINESS 


100  U.S,-traded  foreign  stocks 


INVESTORS  INIERESTED  in  inter- 
national equity  diversification 
can  buy  into  any  of  the  dozens 
of  U.S. -registered  open-  and  closed- 
end  mutual  funds  specializing  in 
foreign  securities.  Or,  with  more 
hassle  and  risk,  they  can  directly 
buy  individual  stocks  on  other 
countries'  exchanges.  A  third  alter- 
native— picking  individual  foreign 
issues  that  trade  in  U.S.  markets — 
might  make  most  sense,  combining 
the  relative  safety  of  the  funds  with 
the  higher  risk/reward  quotient  of 
direct  overseas  investing. 

Following  is  a  list  of  100  publicly 
owned  foreign  companies  that  are 
widely  traded  in  the  U.S.  on  the 
New  York  or  American  stock  ex- 
changes or  over-the-counter.  In 
some  cases  the  shares  that  trade 
here  are  identical  to  those  that 
trade  in  the  companies'  home  mar- 
kets. France's  Club  Med  and  the 
Netherlands'  Royal  Dutch  Petro- 


leum are  examples.  The  buyer  or 
his  broker  takes  delivery  of  the 
certificates,  just  as  he  would  a  share 
of  GM.  • 

For  61  of  the  100  issues,  however, 
investors  are  buying  American  De- 
positary Receipts.  ADRs  are  issued 
by  U.S.  banks  that  hold  the  corre- 
sponding share  certificates  in  their 
vaults  overseas.  ADRs,  in  other 
words,  are  claims  of  ownership 
rather  than  actual  stock  certificates. 

Remember  that  in  many  cases  the 
ADR  claim  is  not  on  a  single  share 
but  on  a  bundle  of  shares.  Each  ADR 
for  Japan's  highly  successful  retailer 
Ito-Yokado  (Forbes,  June  2],  for  ex- 
ample, is  backed  by  four  Ito-Yokado 
common  shares.  That's  a  good  thing 
to  recall  when  comparing  the  price 
for  Ito-Yokado  (recently  3,930  yen, 
or  $24,  a  share  in  Tokyo)  with  the 
price  of  Ito-Yokado's  ADRs  (recent- 
ly $94,  up  from  $42.25  a  year  ago). 

The  big  questions,  of  course,  are 


where  the  dollar  is  heading  and 
whether  overseas  markets  will  con- 
tinue to  perform  as  well  as  they 
have  over  the  last  year  or  two.  "A 
year  ago  you  could  have  bought  a 
group  of  100  foreign  stocks  and 
then  gone  out  to  play  golf,"  says 
Gavin  Dobson,  vice  president  of 
Kemper  International  Fund.  "Now 
you've  got  to  be  more  selective  be- 
cause the  foreign  markets  have 
gone  up  so  much." 

Dobson  likes  Hong  Kong  because 
the  Hong  Kong  dollar  is  pegged  to 
the  U.S.  dollar  and  so  has  dropped 
sharply  against  the  yen  and  the 
deutsche  mark.  "Hong  Kong,"  he 
says,  "was  already  one  of  the  most 
efficient  exporters  in  the  world,  and 
the  decline  in  its  currency  will 
make  the  country  unbeatable."  He 
also  believes  the  U.K.  and  West  Ger- 
many will  have  real  GNP  growth  of 
about  3%  a  year,  after  inflation,  for 
the  next  few  years. 


 Price   Latest 

Corporate  52-week  12-mos 


Exch 

Company/business 

headquarters 

recent 

high 

-  low 

EPS 

P/E 

Dividend 

Yield 

0 

Advanced  Semi  Mtis  IntI  NV/eq  to  mfr  semicon 

Netherlands 

9'/4 

14'/4- 

7 1/4 

$-2.00 

NM 

$0.00 

a 

Alliance  Tire  &  Rubber/tire  &  rubber 

Israel 

2'/4 

21/2- 

P/8 

-1.06 

NM 

0.00 

a 

Amer  Israeli  Paper  Mills/paper  prod 

Israel 

13'/8 

MVa- 

6 1/4 

1.93 

6.8 

0.30 

2.3% 

0 

Aneco  Reinsurance/insurance 

Bermuda 

21/4 

3ys- 

-0.65 

NM 

0.00 

0 

•Anglo  Amer  Cp  S  Afr/gold,  diamonds 

South  Africa 

I0'/8 

16'/4- 

8 1/4 

2.04 

5.3 

0.54 

5.0 

0 

•Anglo  Amer  Gold  Inv/invest  co 

South  Africa 

5% 

9%- 

41/8 

0.77 

7.3 

0.51 

9.1 

n 

ASA  Limited/closed-end  invest  co 

South  Africa 

331/2 

51%- 

32% 

2.26 

14.8 

2.25 

6.7 

a 

Atlas  Cons  Min  &  Devel/copper  &  gold 

Philippines 

1/2 

I'/s- 

-0.82 

NM 

0.00 

n 

•Banco  Central  SA/bank 

Spain 

23 

251/2- 

9 

1.40 

16.4 

0.67 

2.9 

a 

•BAT  Industries/tobacco,  paper  prods 

UK 

6 1/4 

6%- 

35/8 

0.66 

9.5 

0.19 

3.0 

0 

•Beecham  Group/drugs,  food  process 

UK 

6 

61/2- 

4 

0.32 

18.8 

0.17 

2.8 

n 

Benguet/gold  and  copper,  machinery 

Philippines 

3'/4 

6'/«- 

3 1/8 

-0.23 

NM 

0.00 

0 

•Blyvooruitzicht  Gold  Min/gold,  uranium 

South  Africa 

6y8- 

y/» 

1.21 

3.6 

0.65 

14.9 

0 

•Bowater  Industries/paper  products 

UK 

5'/»- 

3 1/8 

0.26 

18.8 

0.16 

3.3 

0 

Brilund/oil,  gas  exploration 

Australia 

1V4 

5  - 

1/2 

-0.09' 

NM 

0.00 

n 

•British  Petroleum/integrated  oil 

UK 

351/2 

36'/4- 

2  7 1/8 

3,86 

9.2 

2.45 

6.9 

n 

•British  Telecom/telecomm 

UK 

35% 

44  - 

34 

2.15 

16.7 

1.20 

3.3 

0 

•Broken  Hill  Prop/steel,  oil  &  gas  prod 

Australia 

12 

12%- 

7% 

0.98 

12.2 

0.40 

3.3 

0 

•Buffelsfontein  Gold  Mining/gold,  uranium 

South  Africa 

18% 

38'/*- 

17% 

13.35 

1.4 

3.51 

18.6 

0 

•Burmah  Oil/oil 

UK 

5% 

5%- 

31/8 

0.45 

12.8 

0.33 

5.7 

;i;  American  Stock  Exchange,    n:  New  York  Stock  Exchange,    o:  over-the-counter    •American  Depo.sitar\- Receipts,    NM:  Not  meaningful,    '198-1  EPS. 
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When  choosing  a  copier,  it's  easy  to  find 
ourself  zeroed  in  on  a  particular  brand  without 
eally  knowing  why.  Now,  you  could  give  in  to  this 
,  redilection.  Or  you  can  expand  your  thinking  to 
iiclude  the  name  Ricoh. 

Comparison  will  quickly  reveal  that  our  copiers 
re  incredibly  ftiendly.  With  features  that  make  your 
vork  easier  and  your  office  more  efficient,  and 
laybe  even  get  you  home  on  time. 
,  And  ftiendly  also  describes  Ricoh  facsimiles. 
VTiich  is  why  these  days,  with  so  many  brands  of 
opiers  and  facsimiles  to  choose  from,  it  makes 
ense  to  shop  around.  And 
/hen  you  do,  we  hope  you'll  ^ijj^jA 
onsider  Ricoh.  w/l^^ 

We're  easy  to  find.  A  \ 

ust  head  straight  for  ^ 
he  light  at  the  end 
•f  the  tunnel. 


(Telephone 
not  included  ) 


FT5010 
with  options 


FX230 


nn 

UL 


RICOH  COMPANY,  LTD.  15-5,  Mmami-Aoyama  1-chome,  Minato-ku.  Tokyo  107.  Japan 
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100  ll.S.-traded  foreign  stocks 


-Price- 


Corporate 


52-week 


Latest 
12-inos 


Exch 

Company/business 

headquarters 

recent 

high 

-  low 

EPS 

P/E 

Dividend 

Yield 

0 

•Cadbury  Schweppes/food  processing 

UK 

28 

28y8- 

181/8 

$1.34 

20.9 

$1.02 

3.6% 

0 

•Canon/precision  instruments 

Japan 

3lVs 

34%- 

18 1/4 

1.47 

21.3 

0.27 

0.9 

n 

Club  Med/resorts 

BWI 

29% 

32 '/4- 

20 

1.08 

27.5 

0.20 

0.7 

0 

Challenger  Intl/oil 

Bermuda 

5 

9  - 

41/2 

-2.74 

NM 

0.20 

4.0 

n 

Commodore  Intl/computer  equip 

Bahamas 

6Vi 

12%- 

4% 

-8.11 

NM 

0.00 

- 

a 

•Courtaulds/textiles 

UK 

4'/8 

4%- 

1% 

0.41 

10.1 

0.07 

1.7 

0 

oDe  Beers  Cons  Mines/diamonds 

South  Africa 

6'/2 

7%- 

3% 

1.12 

5.8 

0.20 

3.1 

o 

•Driefontein  Consolidated/gold 

South  Africa 

13% 

26  - 

121/8 

2.20 

6.1 

1.27 

9.5 

o 

ECI  Telecom/telecommunications 

Israel 

3Vn 

13  - 

3% 

-1.11 

NM 

0.00 

— 

0 

•Elan/biotechnology 

Ireland 

I5'/8 

151/8- 

6% 

0.01' 

NM 

0.00 

— 

0 

Elbit  Computers/computer  equip 

Israel 

8% 

lOVs- 

6% 

1.40 

6.0 

0.00 

— 

o 

Elron  Electronic  Inds/cmptr  &  med  equip 

Israel 

6'/4 

101/2- 

6 1/4 

-1. 51 

NM 

0.00 

— 

n 

Elscint/precision  instruments 

Israel 

21/8 

51/8- 

IVe 

-3.08 

NM 

0.00 

- 

n 

Erbamont  NV/drugs 

Neth  Antilles 

30 

335/8- 

111/4 

1.32 

22.7 

0.40 

1.3 

0 

•LM  Ericsson  Tel/telecomm 

Sweden 

35 

421/4- 

231/4 

1.99 

17.6 

1.06 

3.0 

a 

Etz  Lavud/wood  and  plastic  products 

Israel 

13 

311/2- 

8 1/2 

O.O41 

NM 

on 

0.9 

0 

•Fisons/drugs 

UK 

36 

361/2- 

171/4 

1.40 

25.7 

0.37 

1.0 

0 

•Fuji  Photo  Film/photo  products 

Japan 

33 

34y8- 

14% 

1.66 

19.9 

0.09 

0.3 

0 

•Gambro  AB/health  care  equip 

Sweden 

13^/8 

173/4- 

8 1/4 

0.03 

NM 

0.04 

0.3 

0 

•Glaxo  Holdings/drugs,  food,  med  equip 

UK 

16'/2 

17%- 

7% 

0.49 

33.7 

0.19 

1.2 

0 

Gotaas  Larsen  Shipping/maritime 

Bermuda 

30 

311/4- 

13 

1.70 

17.6 

0.20 

0.7 

n 

•Hitachi/electrical  equipment 

Japan 

521/4 

571/8- 

261/2 

2.89 

18.1 

0.62 

1.2 

n 

•Honda  Motor/autos,  motorcycles 

Japan 

70'/2 

75%- 

50% 

8.26 

8.5 

0.47 

0.7 

0 

•Huntington  IntI  Holdings/lab  services 

UK 

23 1/2 

231/2- 

101/4 

1.10 

21.4 

0.00 

- 

0 

•IDB  Bankholding/bank  holdmg 

Israel 

50 

50  - 

38 

0.97 

51.5 

0.00 

- 

o 

US  intelligent  Info  Sys/cmptr  equip 

Israel 

41/8 

6I/2- 

31/2 

0.61 

6.8 

0.10 

2.4 

n 

•Imperial  Chemical  Inds/chemicals 

UK 

58% 

61  - 

34% 

4.98 

11.7 

2.72 

4.7 

a 

•Imperial  Group/tobacco,  food,  brew 

UK 

5'/8 

SVs- 

21/4 

0.32 

16.0 

0.15 

2.9 

0 

•Instnunentarium/health  care  equip 

Finland 

141/4 

151/2- 

5% 

1.29 

11.0 

0.19 

1.3 

0 

Intl  Capital  Equip/financial  services 

Bermuda 

6% 

81/4- 

3% 

-0.19 

NM 

0.00 

— 

0 

InterPharm  Labs/biotechnology 

Israel 

51/2 

61/4- 

31/8 

0.04 

NM 

0.00 

— 

0 

•Ito-Yokado/retail 

Japan 

94 

99%- 

40% 

1.21 

NM 

0.35 

0.4 

o 

•Jaguar/automobiles 

UK 

8 

81/8- 

41/2 

0.70 

11.4 

0.10 

1.3 

n 

KLM  Royal  Dutch  Airlines/airline 

Netherlands 

191/2 

2378- 

16% 

3.06 

6.4 

0.51 

2.6 

0 

•Kloof  Gold  Mining/gold 

South  Africa 

5% 

10%- 

5 

0.93 

6.2 

0.44 

7.7 

n 

•Kubota/agncultural  equip,  pipe 

Japan 

41 

431/2- 

28 

0.73 

56.2 

0.55 

1.3 

n 

•Kyocera/ceramics,  electronics,  optics 

Japan 

481/2 

561/4- 

281/2 

2.02 

24.0 

0.40 

0.8 

a 

Laser  Industries/health  care  equip 

Israel 

16 

I81/2- 

8 1/2 

0.69 

23.2 

0.00 

0 

•Louis  Vuitton  SA/luggage,  leather  prods 

France 

381/4 

49  - 

16% 

1.45 

26.4 

0.24 

0.6 

o 

•Makita  Electric  Works/elec  equip 

Japan 

36 

37  - 

18 1/2 

I.391 

26.6 

0.19 

0.5 

a:  American  Siock  Exchange,    n:  New  York  Stock  Exchange,    o:  over-the-counter,    •American  Depositary  Receipts.    NM:  Not  meaningful     '1984  EPS, 


Uncommon  Market. 

Brazil  is  an  uncommon  country.  And  an  uncommon  market. 
With  its  3.3  million  square  miles  and  more  than  1 30  million  inhabitants, 
Brazil  is  the  8th  economy  in  the  western  world. 

In  1 985,  exports  came  to  US$  25  billion,  more  than  half  in 
manufactured  goods. 

And  there  were  lots  of  imports.  But  its  trade  balance  was  the  world's 
third  highest,  corning  in  ordy  behind  Japsui  and  Germany. 

A  big  range  of  Brazilian  products  is  available  for  the  international 
market. 

Interbras,  a  Petrobras  subsidiary,  is  one  of  the  main  Brazilian  trading 
companies.  With  offices  and  representatives  in  16  countries,  it  handles 
a  major  share  of  Brazilian  exports. 

The  international  market  is  demanding  and  competitive.  And  Brazil 
is  now  one  of  the  leading  contenders  in  this  dispute. 

If  you  want  to  deal  with  an  uncommon  market  in  an  uncommon 
country,  look  up  an  uncommon  company. 

^        ^  n  PETROBRAS 
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100  U.S.-traded  foreign  stocks 


-Price- 


Corporate 


52-week 


Latest 
12-inos 


Exch 

Company/business 

headquarters 

recent 

high 

-  low 

EPS 

P/E 

Dividend 

Yield 

n 

•Matsushita  Electric  Indl/appliances 

Japan 

89 

99%- 

481/2 

$6.91 

12.9 

S0.48 

0.5% 

u 

•Minerals  &  Resources/invsts  in  fgn  mines 

Bermuda 

H'/4 

9%- 

6% 

0.68 

12.1 

0.20 

2.4 

o 

•Mitsui  &  Co/trading  company 

(apan 

54'/2 

571/4- 

28% 

0.82' 

66.5 

0.35 

0.6 

0 

•NEC  Corp/telecomm  equipment 

lapan 

44% 

48^8- 

18% 

0.19 

NM 

0.19 

0.4 

n 

•Novo  Industri  AS/drugs 

Denmark 

33'/4 

351/2- 

23% 

2.56 

13.2 

0.34 

1.0 

n 

•News  Corp/newspapers,  tv 

Australia 

291/2 

32%- 

25% 

-0.68^ 

NM 

0.11 

0.4 

n 

•Norsk  Hydro  AS/energy,  chem  prods' 

Norway 

21% 

NA 

-NA 

1.39 

15.6 

0.65 

3.0 

a 

O'Okiep  Copper/copper 

South  Africa 

61/4- 

3% 

-2.62' 

NM 

0.00 

— 

o 

Optrotech/electro-optical  sys 

Israel 

8 1/2 

141/2- 

71/2 

0.39 

21.8 

0.00 

— 

0 

•Pharmacia  AB/health  care  equipment 

Sweden 

22% 

26%- 

141/2 

0.78 

29.3 

O.IO 

0.4 

a 

Philippine  Long  Dis  Tel/telecomm 

Philippmcs 

S '/ > 

5%- 

1% 

0.76 

7.2 

0.25 

4.6 

0 

Philips  NV/elec  equip,  electronics 

Netherlands 

21% 

25%- 

1 4 1/4 

1.55 

13.8 

0.60 

2.8 

n 

•Pioneer  Electronic/electronics 

Japan 

27% 

29%- 

13% 

-0.05 

NM 

0.10 

0.4 

o 

•Rank  Organisation/leisure  services 

UK 

7% 

91/8- 

41/K 

0.52 

14.7 

0.24 

3.1 

o 

•Reuters  Holdings/news  service 

UK 

46 

46  - 

20 

1.14 

40.4 

0.34 

0.7 

0 

•Rodime/computer  equipment 

UK 

9% 

13'/4- 

71/2 

1.06 

9.2 

0.00 

— 

n 

Royal  Dutch  Petroleum/integrated  oil 

Netherlands 

79 

80'/4- 

56% 

10.96 

7.2 

4.71 

6.0 

0 

•Saatchi  &  Saatchi/advertising 

UK 

35'/4 

44 1/2- 

25% 

2.08 

17.2 

0.72 

2.0 

0 

•St  Helena  Gold  Mines/gold 

South  Afnca 

10'/4 

18-'/a- 

8% 

3,46 

3.0 

1.65 

16.1 

a 

San  Carlos  Milling/sugar 

Philippines 

2'/« 

6'/«- 

% 

-0.14 

NM 

0.00 

— 

n 

Schlumberger/oilfield  svcs,  electmcs 

Neth  Antilles 

32% 

39%- 

29 

0.67 

49.1 

1.20 

3.7 

o 

Scitex/computer  equip  &  svcs 

Israel 

5V4 

I61/4- 

51/2 

-2.38 

NM 

0.00 

— 

n 

Sea  Containers/maritime 

Bennuda 

24% 

43  - 

24 

0.72 

34.2 

0.42 

1.7 

n 

Service  Resources/financial  printing 

Panama 

12% 

13%- 

3% 

-17.28 

NM 

0.00 

— 

n 

Shell  Trans  &  Trading/mtegrated  oil 

UK 

48% 

48%- 

351/2 

5.87 

8.2 

2.87 

5.9 

n 

•Sony/electronics 

Japan 

20% 

23y«- 

141/4 

1.64 

12.7 

0.20 

1.0 

n 

Syntex/drugs 

Panama 

-68% 

68%- 

28% 

3.29 

20.9 

1.20 

1.7 

n 

•TDK/audio  and  videotape 

Japan 

45% 

50'/4- 

30% 

2.17 

21.0 

0.38 

0.8 

o 

•Teva  Pharmaceutical/drugs 

Israel 

41/8 

4%- 

21/2 

0.42 

9.8 

0.08 

1.9 

0 

•Tokio  Marine  &  Fire  Ins/insurance 

Japan 

408y4 

408%- 

174% 

5.31 

NM 

1.05 

0.3 

n 

•Tricentrol/oil  &  gas 

UK 

IV4 

5V4- 

1% 

0.66 

2.7 

0.18 

10.3 

a 

•Tubes  de  Acero  de  Mexico  SA/stecl 

Mexico 

l'/2 

3%- 

11/2 

0.76 

2.0 

0.00 

— 

n 

Unilever  NV/multicompany 

Neth  Antilles 

1931/2 

193%- 

01 

14.43 

13.4 

5.65 

2.9 

n 

•Unilever/multicompany 

UK 

10&'/4 

105  - 

531/2 

8.00 

12.6 

3.00 

3.0 

o 

Universal  Furniture/furniture 

Hong  Kong 

341/2 

36  - 

141/4 

1.68 

20.5 

0.00 

0 

•Vaal  Reefs  Expl  &  Mining/gold 

South  Afnca 

5  1/2 

91/2- 

4% 

1.08 

5.1 

0.70 

12.7 

o 

Velcro  inds  NV/fastenmg  tapes 

Netherlands 

301/4 

36  - 

27 

1.76 

17.2 

0.92 

3.0 

0 

•Welkom  Gold  Holdings/gold 

South  Afnca 

5 

8%- 

41/2 

0.91 

5.5 

0.81 

16.2 

0 

•Western  Deep  Levels/gold 

South  Africa 

25% 

461/2- 

231/2 

6.10 

4.2 

2.48 

9.6 

a 

WTC  International/freight  fowardmg 

Neth  Antilles 

4% 

71/8- 

3% 

-0.18 

NM 

0.00 

a:  American  Stock  Exchange     n:  New  ^  ork  Stock  Exchange,    o;  over-the-counter.    •American  Depo.siian  ReceipLs     NA;  Not  applicable. 
.NM:  Not  meaningful    '1984  EPS    'Pro  forma.    'Began  trading  NYSE  6/25/86. 


'23. 

A  small  price  to  pay  for  the  whole  world. 


So  next  time,  use  Express  Mail  Inter- 
national Service.  There's  no  better  way  to 
send  packages  this  quickly  to  this  many 
places  for  this  little. 

For  more  information,  including  rates 
for  heavier  packages,  send  in  the  coupon. 


j  Yes,  send  me  more  infomnation 
on  Express  Mail  International  Service? 

Name  


pound  deliveries  to  over  40  countries 
t  a  single  rate.  Now  the  farthest  corners 
the  world  are  brought  closer  to  you, 
curtesy  of  Express  Mail  International 
ervice™  from  your  post  office.  For  just 
23,  you  can  send  your  1-pound  package 
lywhere  we  go.* 

And  that  gives  you  a  lot  of  places  to 
loose  from:  over  40  countries,  including 
3arly  all  the  world's  major  business 
inters. 

Most  important,  it'll  get  there  fast, 
3liveries  usually  take  just  1-3  days. 

Argentina  •  Australia  •  Bahamas  •  Bahrain  •  Bartiados  •  Belgium  •  Bermuda  •  Brazil  ■  Canada  •  China.  People's  Republic  of  •  Colombia  •  Cyprus  •  Denmark  •  Egypt  •  Rnland  •  France  •  Germany.  Federal  Republic  of  (Vitest)  •  Great 
Britain  a.Td  Northern  Ireland  •  Greece  •  Hong  Kong  •  Iceland  •  Ireland  -  Israel  •  Italy  •  -Japan  (Custom  Designed  Ser«ce  only)  •  Korea  Republic  ol  (South)  •  Kuwait  •  Luxembourg  •  Macao  •  Malaysia  ■  Netherlands  •  New  Zealand 
Norway  •  Panama  •  Portugal  •  Qatar  •  Saudi  Arabia  •  Singapore  •  South  Africa.  Reput>lic  of  •  Spain  •  Switzerland  •  Sweden  •  Taiv^  •  Thailand  •  Tunisia  •  Turttey  ■  Unrted  Arab  Emirates  •  Uruguay  *  \tenezuela 


Company/Title. 

Street  

City  

State  


mEBKAmHMl  SESMisE 


I    I  ^ 


Mall  to:  U.S.  Postal  Service 
PC.  Box  1444 

Washington,  D.C.  20013-1444 


_2IP_ 


RCA  Corporation 


has  been  acquired  by 


General  Electric  Company 


The  undersigned  acted  as  financial  advisor  to 
RCA  Corporation. 


Lazard  Freres  &  Co. 


June  12, 1986 


The  Forbes/Wilshire  5000  Review 


Mountain  climbing.  The  Dow  industrials  closed  above 
1900  for  the  first  time  and  ended  the  two-week  stretch 
with  a  2.1%  gain.  Secondary  issues,  particularly  those  on 
the  Nasdaq,  gained  even  more.  All  the  major  market 
indicators  except  for  the  Amex,  which  was  off  fractionally 
from  its  record  close,  finished  at  new  highs.  The  Wilshire 
index  of  over  5,700  securities  closed  the  ten-day  trading 
period  with  a  3.2%  increase. 
This  market  looks  richly  priced,  from  any  perspective. 


The  Dow  industrials  now  sell  at  14  times  latest  12-month 
earnings.  The  Forbes  Sales  500  at  17  and  the  Wilshire 
index  at  19.  In  1982,  when  the  market  was  selling  at  7 
times  earnings,  stocks  had  considerable  downside  protec- 
tion. That's  because  some  investors,  namely  takeover 
artists,  were  always  ready  to  buy  shares  of  steadily  profit- 
able if  unglamorous  corporations  at  5  or  6  times  earn- 
ings. The  same  cannot  be  said  in  a  market  trading  at  19 
times  latest  earnings. 


Closeup  On  The  Equity  Markets 


Performance  of  six  leading  indexes 

Percent  change 

Wilshire 
5000 

Forbes 
500^ 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

3.1 

2.8 

2.5 

3.5 

1.7 

2.6 

in  last  52  weeks 

31.4 

28.5 

43.9 

30.7 

23.1 

37.7 

Stock  performance  based  on  six  key  investor  yardsticks 

Percent  change 

Company  size 

Volatility^ 

P/E  multiple 

Dividend  yield 

Growth  profUe'* 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  S40 

under  $4 

in  last  4  weeks 

3.4 

2.4 

0.2 

4.0 

1.1 

2.9 

3.2 

2.2 

2.3 

4.0 

4.1 

0.2 

in  last  52  weeks 

32.0 

49.3 

71.9 

33.2 

32.1 

42.3 

27.2 

54.1 

66.5 

41.2 

47.1 

32.5 

'Wilshiie  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was  created. 
^Based  on  sales. 

''a  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable. 
*A  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


Note:  All  data  for  penods  ending  7/2/86.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Aetion  Is 


Merger  activity  hasn't  stopped  completely  even  though 
stocks  are  far  more  expensive  than  they  v/ere  a  year  or  two 
ago.  At  the  top  of  the  consumer  nondurables  sector,  which 
had  the  best  two-week  performance,  is  Associated  Dry 
Goods,  which  is  being  sought  by  May  Department  Stores. 
Associated  jumped  40%  in  two  weeks.  Sanders  Asso- 
ciates, an  electronics  defense  contractor,  gained  86%  as 


speculators  pushed  the  price  above  Loral  Corp.'s  $50-a- 
share  hostile  offer. 

Wall  Street  also  responded  to  a  divestiture:  ITT  was  up 
26%  after  it  decided  to  sell  its  telecommunications  and 
office  equipment  operations.  And  to  a  possible  condemna- 
tion: Long  Island  Lighting  gained  22%  on  indications  that 
New  York  State  may  take  it  over. 


/\y  Percent  change  in  last  52  weeks  <^-C>  Percent  change  in  last  two  weeks 


Capital  goods 


+  50 


-25 


I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I 


'86 


Energy 


-t-50 


-25 


I  I  I  11  I  I  I  I  11  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I 


'85 


'86 


Technology 

+  50 

~"  1 1 1  1 1  1  1  ^1  1  1  1 

1  1  1  1  1  1 

1 1  1 

'86 

Consumer  durables 


+  50 


-25 


III  M  l^^l  I  I  I  I  I  I  I  I  I  I  I  I  I 


'86 


Finance 


+  50 


-25 


II II 1 1 II 1 1  i^^i  I  n  II II I II 1 1 1 


'86 


Transportation 


+  50 


-25 


N  I  I  I  I  I  I  I  I  I  1^^  I  I  I  I 


'86 


Consumer  nondurables  and  services 


+  50 


-25 


I  I  I  I  I  I  I  I  I  I  I  II  I  I  I  I  II  I  I  I  I  II  I  I 


'86 


Raw  materials 

+  50 

"  1  II  1  II  1  1  II  1  1  ^11 

1  1  1  1  1  1 

Mill 

'86 

Utilities 


+  50 


-25 


I  I  I  I  I  I  I  I  I  I  I  I  jl  II  I  II  II  I  I  I  M  I 


'86 


What  The  Analysts  Think 


Transportation  takes  a  nosedive.  In  the  last  two  weeks  the  New  York  brokerage  firm  that  collates  analysts'  eam- 
analysts  reduced  their  1986  estimates  for  the  transporta-  ings  forecasts,  says,  "Analysts  are  cutting  ten  airline  and 
tion  group  by  7.1%.  Stan  Levine  of  Lynch,  Jones  &  Ryan,     railroad  estimates  for  every  one  that  they  increase." 


Rank  based  on 
change  in  estimate 

Sector 

Estimated  1986 
EPS  P/E 

%  change  in  1986  estimate 
in  2  weeks     in  4  weeks 

1 

Consumer  durables 

$4.02 

lO.O 

-0.16% 

-0.12% 

2 

Consumer  nondurables 

2.25 

17.7 

-0.35 

-0.62 

3 

Utilities 

3.33 

10.2 

-0.36 

-0.65 

4 

Finance 

3.49 

11.4 

-0.38 

-0.55 

5 

Raw  materials 

1.89 

16.5 

-0.42 

-2.05 

6 

Technology 

2.56 

15.3 

-0.82 

-1.69 

7 

Capital  goods 

2.59 

15.3 

-1.73 

-3.29 

« 

Energy 

2.24 

13.0 

-2.73 

-4.24 

9 

Transportation 

2.00 

14.5 

-7.09 

-7.67 

Koraeasdng  the  Forbes  500 

Average 

Performance 

earnings  per 

period 

share 

P/E 

latest  12  months 

$2.73 

17.1 

1986  estimates 

3.51 

13.3 

1987  estimates 

4.08 

11.5 

EaiEings  projections  are  capitalization-weighted  consensus  estimates  from  over  2,000  security  analysts.  Data  are  compiled  and  updated  continuously  by  the  Institutional  Brokers 
Estimate  System  (IBES|,  a  service  of  Lynch,  Jones  &  Ryan,  a  New  York-based  brokerage  firm. 


Note:  ■Sir  "at^o^erioSTenSin^/l/sSjPrepare^y 
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I  OFFICE  EQUIPMENT  LEASING 
\ND  OTHER  SMALL  TICKET  ITEMS 


A  Forbes  Special  Advertising  Supplement 


A  rapidly  expanding  market 
offering  plentiful  opportunities  for 
I  leasing  and  financial  services. 

|ue  Date:  October  6, 1986      Ad  Closing:  August  11, 1986 

hall  ticket  leasing  has  emerged  as  one  of  the  fast- 
:  growing  segments  of  the  enormous  U.S.  leasing 
lustry.  This  $15  billion  market  relies  on  an  estab- 
:ied  financial  tool  to  help  companies  of  all  sizes  to 
quire  a  vast  array  of  equipment  and  machinery  for 
3  in  the  office  and  out  on  the  shop  floor.  Small  ticket 
ising  now  includes  an  abundance  of  items  from 
^communications  and  photocopying  equipment,  to 
irsonal  computers  and  other  office  equipment, 
ase  financing  is  increasingly  recognized  as  a 
ivenient  and  cost  effective  alternative  for  a  grow- 
I  number  of  companies  in  need  of  equipment  and 
ichinery  with  a  unit  cost  under  $25,000. 
orbes'  special  advertising  supplement,  OFFICE 
JUIPMENT  LEASING  AND  OTHER  SMALL  TICK- 
ITEMS,  provides  an  important  opportunity  for 
mo  apdJinaaciaLcQmjianlesJo  romm.mirptP  thPir 


expertise  to  senior  executives  who  make  purchasing 
and  investment  decisions  at  thousands  of  American 
corporations. 

Your  messages  will  be  surrounded  by  authoritative 
text  describing:  .The  costs  and  benefits  of  leasing 
small  ticket  items.  .The  enduring  rationale  for  lease 
financing  amid  uncertainty  about  tax  reform  and  declin- 
ing interest  rates.  .The  most  effective  ways  to  struc- 
ture small  ticket  leasing  transactions.  -  The  sources  of 
future  industry  growth. 

In  addition  to  reaching  Forbes'  influential  audience  of 
prime  prospects  for  your  leasing  and  financial  services, 
advertisers  in  the  supplement  benefit  from  bonus 
distribution,  a  reader  service  card  listing  and  free 
reprints  of  the  supplement.  Take  advantage  of  this 
opportunity  and  advertise  in  Forbes'  OFFICE  EQUIP- 
MENT LEASING  AND  OTHER  SMALL  TICKET 
ITEMS  Supplement. 

Contact  your  local  Forbes 
representative  or  call: 
Arnold  J.  Prives,  Director 
of  Special  Projects, 


Forbes 

ranitalktTonl 


Fortv-nine  states  did 


r 

texher  bf  the  year.  LxK' 

Terry  Dozier,  who  teaches 
high  school  history,  was  named  the 
1985  National  Teacher  of  the  ^ar 
by  Good  Housekeeping  magazine. 

Mike  Farmer,  who  teaches 
high  school  chemistry  and  physics, 
was  named  National  Teacher  of  the 
Ye2ir  by  Discover  magazine. 

Jim  Rehg,  who  teaches  robot- 
ics, was  namea  National  Teacher  of 
the  Year  by  the  National  Association 
of  Community  College  Trustees. 

It's  not  surprising  that  they 
were  named  outstanding  teachers. 

What  is  surprising,  however,  is 
where  they  teach. 

South  Carolina,  after  all,  has 
rarely  been  conftised  with  Palo  Alto 
or  Cambridge  in  a  serious  discussion 
of  academic  excellence. 

But  that  may  well  be  changing, 
practically  overnight. 

For  example.  South  Carolina, 
is  now  implementing  a  $210  million 
Education  Improvement  Act  that 
The  Rand  Corporation  has  called 
the  most  comprehensive  single  piece 
of  legislation  ever  passed  b  y  a  state 
to  emiance  education. 


lave  the  mdonal 
3k  one  state  had  thiee. 


Our  Technical  Education 
system  now  encompasses  16  technical 
college  campuses,  teaching  computer 
programming,  nuclear  engineering 
and  other  exotic  skills  demanded  by 
new  and  expanding  businesses. 

And  our  higher  education 
institutions  are  cracking  genetic 
codes,  developing  lifesaving  surgical 
procedures  and  breeding  new  crops 
that  may  one  day  feed  the  world. 

To  discover  how  our  renewed 
commitment  to  quality  education  can 
serve  you,  write  J.  Mac  Holladay 
Director,  State  Development  Board, 
Suite  7002,  P.O.  Box  927,  Columbia, 
S.C.  29202.  Or  call  803-758-3145. 

You']i  discover  that  our  people 
feel  better  about  their  future  today 
than  at  any  time  in  their  history. 

Ana  that  could 
have  an  impact  on 
your  future,  as  well. 

There's  nSeto' 
South  Carolina  than 
making  apiofit. 


Capital  Markets 


MONEY  &  INVESTMENTS 


By  Ben  Weberman 


There's  junk  and  there  s  junk.  Distinguish 
'juvenile'  bonds  from  the  ''gyro''  bonds 
and  the  "geriatrics"  bonds. 

THE  REAL 
AND  THE  JUNK 


en  for  the  benefit  of  stockholders — 
or  management — may  be  very  cost- 
ly for  bondholders. 

If  that  happens,  the  bondholder 
winds  up  with  what  Levine  calls 
g\rojunk.  One  day  the  bond  is  at- 
tached to  some  pretty  good  assets 
and  the  next  day  it's  high  and  dry. 
The  best  example  is  Metro-Gold- 
wyn-Mayer,  when  owned  by  Kirk 
Kerkorian.  He  split  MGM  into  two 
companies:  MGM  Grand,  the  gam- 
ing company,  and  MGM/UA,  with 
the  filmmaking  business  and  film 
library.  In  1980  the  film  company 
was  distributed  to  the  stockholders, 
with  Kerkorian  being  the  majority 
holder.  Bondholders  of  the  original 
MGM  no  longer  had  a  stable  cash 
flow  provided  by  the  film  library. 
Their  debt  was  bumped  down  from 
the  lower  end  of  the  investment  cat- 
egory to  the  truly  junk. 

Geriatric  bonds  come  out  of  Rust 
Bowl  America.  The  company  may 
have  lost  its  competitive  edge  and 
have  antiquated  facilities.  The  in- 
vestment-grade standing  of  its  debt 
is  a  fond  memory.  Steel  companies 
are  a  prime  example  of  geriatrics. 
LTV  and  Bethlehem  have  all  the 
headaches  of  the  steel  industry;  U.S. 
Steel  also  has  those  of  the  depressed 
oil  industry. 

Some  companies,  borderline  geri- 
atrics, can  be  rejuvenated.  Navistar 
(formerly  International  Harvester) 
and  Harnischfeger  are  companies 
beyond  middle  age  that  have  recon- 
ciled their  aging  to  reality.  Navistar 
got  out  of  farm  equipment  and  con- 
solidated its  truck  operation  into  a 
sound  business.  The  11.95s  of  1995, 
priced  at  99  to  yield  12.13%,  are 
attractive.  Harnischfeger  bought  Be- 
loit,  a  paper  machinery  manufactur- 
er, and  intends  to  sell  its  moneylos- 


Not  all  high  yield  bonds  are  junk. 
Some  carry  high  yield  but  are  of 
rising  quality.  The  distinguishing 
feature  about  junk  bond  investing  is 
that  there  is  no  such  thing  as  aver- 
age and  that  each  issue  has  its  own 
personality.  That  personality  may 
differ  substantially  from  the  pros- 
pects for  the  underlying  stock. 

Because  research  is  difficult,  the 
market  is  very  far  from  perfect  and 
good  bargains  exist — and  overpriced 
bonds,  too. 

Robert  Levine,  a  vice  president  at 
Kidder,  Peabqdy,  says  his  firm  is 
making  a  run  to  become  second  to 
Drexel  Burnham  Lambert  in  the 
high  yield  bond  business.  Given 
that  Drexel  did  over  $5.8  billion  of 
publicly  offered  lower  grade  straight 
debt  issues  last  year,  when  power- 
house Salomon  Brothers  could 
come  no  closer  than  $2.8  billion, 
Kidder  has  taken  on  quite  a  job. 

Levine,  nevertheless,  has  an  in- 
teresting story  to  tell.  High  yield 
bonds  come  in  very  different  fla- 
vors. The  investor  has  to  look  close- 
ly to  see  what  kind  he  has.  Levine 
keeps  coming  back  to  the  key  the- 
sis, too,  that  what  is  good  for  stock- 
holders is  not  necessarily  good  for 
bondholders.  In  fact,  an  action  tak- 

Hen  Weherman  is  senior  editor  of  /-Vwh/  s 
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ing  construction  crane  business. 
The  12s  of  2004  trade  at  100  to  yield 
11.98%. 

Jurcnile  junk  bonds  should  out- 
perform the  rest  of  the  market.  The 
company  is  young  and  growing  rap- 
idly. Its  bonds  carry  risk  because  the 
balance  sheet  is  laden  with  debt. 
But  if  cash  flow  is  ample  enough  to 
cover  debt  service,  the  prospects  are 
good  that  the  issue  will  outperform 
other  junk  issues. 

Cable  companies  are  good  exam- 
ples. The  good  ones  spend  heavily  to 
build  systems  that  then  generate  ro- 
bust cash  flow.  Depreciation  gives 
the  company  a  lousy  profit  and  loss 
statement — it  may  even  have  a  neg- 
ative net  worth — but  the  cash  is 
there  to  pay  debt  holders.  Cable 
bonds  can  be  attractive  even  with 
11%  yields,  against  12%  to  13%  for 
other  junkers.  American  Cable, 
Heritage,  Telecommunications  fall 
into  this  classification. 

IBO  bonds  are  all  over  the  lot.  The 
best,  according  to  Levine,  are  those 
financing  a  large  business  with  a 
history  of  stable  operating  income, 
including  a  flow  of  cash  to  cover 
debt  service.  Leveraged  buyouts 
have  business  risk  as  well  as  finan- 
cial risk.  If  the  company  can't  sell 
Its  products,  no  amount  of  financ- 
ing will  help.  Beatrice  Cos.  is  an 
example  of  the  good  LBO,  Levine 
says.  The  senior  debt,  with  yields  in 
the  10.5%  range,  is  not  quite  invest- 
ment grade.  The  subordinated  debt, 
though,  takes  on  high  yield  charac- 
teristics, with  the  I2y4S  of  2001 
priced  at  116  to  yield  11.86%. 

The  final  grouping  is  blind  trust 
bonds — a  category  to  be  shunned  for 
the  most  part.  Backing  the  bond  are 
the  ambitions  of  a  takeover  artist 
whose  next  move  is  unknown.  Le- 
vine says  he  won't  try  to  analyze 
one  of  these  because  he  can  not. 

Wickes,  the  retail  chain  that  went 
bankrupt,  came  out  of  bankruptcy  a 
blind  trust  with  a  tax-loss  carryfor- 
ward and  a  charter  to  buy  anything 
profitable.  Now  that  it  has  settled 
on  some  acquisitions — mainly. 
Gulf  &  Western's  furniture,  auto 
parts  and  hosiery  operations — it  is 
no  longer  a  blind  trust.  Levine  rec- 
ommends the  15s  of  1995  trading  at 
113  to  yield  12.6%. 

Keep  in  mind  that  the  recent  rise 
of  the  average  yield  of  junk  bonds  in 
comparison  to  that  of  Treasury  is- 
sues is  caused  by  an  erosion  of  aver- 
age quality.  Within  the  group,  there 
arc  beauties  and  dogs.  Don't  be  at- 
tracted only  by  yield.  ■ 


Stock  Trends 


MONEY  &  INVESTMENTS 

Both  the  stock  market  and  the  economy 
are  showing  signs  of  wear  and  tear,  hut 
dont  expect  a  showdown  until  autumn. 

HOT  'N'  BOTHERED? 


By  Ann  C.  Brown 


July.  Time  to  head  for  the  beach  or 
the  hills  and  switch  your  mind  to  a 
vacation  mode.  The  stock  market? 
Let  me  worry  about  it.  After  all, 
what  are  friends  for? 


Why  should  you  trouble  your 
soon-to-be-sunburned  head  about 
the  fact  that  the  GNP  is  growing  at 
an  unspectacular  3%  annual  rate, 
despite  havmg  been  the  recipient  of 
the  greatest  economic  stimulus  in 
the  memory  of  man?  Like  this 
year's  $200  billion  boost  from  gov- 
ernment deficit  spending.  And  a 
package  of  low  interest  rates  and 
abundantly  available  credit  from  a 
Santa  Glaus  Federal  Reserve.  And 
lower-than-anyone-dared-dream  oil 
prices.  And  a  huge  decline  in  the 
value  of  the  dollar,  which,  theoreti- 
cally, should  make  U.S.  goods  and 
services  irresistible  to  the  rest  of  the 
world.  What  will  happen  when 
these  fiscal  and  monetary  one-shots 
wear  off?  Slower  growth?  No 
growth?  Recession?  My  problem, 
not  yours. 

Likewise,  don't  concern  yourself 
with  the  possibility  that  tax  reform 
could  end  up  doubly  penalizing  in- 
vestors. I  will  fret  for  both  of  us  that 
taxes  on  capital  gains  could  be 
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much  higher  next  year  than  they  are 
now — and  that  the  profits  of  many 
companies  could  be  lower  because 
of  pending  changes  in  depreciation 
schedules,  the  elimination  of  in- 
vestment tax  credits,  and  the  more- 
than-likely  imposition  of  a  mini- 
mum tax  on  corporations. 

Enjoy  yourself  and  forget  about 
the  worsening  balance  of  payments, 
the  continuing  slippage  in  manufac- 
turing plant  capacity  utilization, 
the  decline  in  housing  starts  and 
building  permits,  and  lackluster  re- 
tail sales.  Relax — take  it  easy,  se- 
cure in  the  knowledge  that  I  am 
biting  my  nails  as  to  whether  for- 
eign nations  are  willing  and/or  able 
to  repay  their  debt,  which,  if  they 
don't,  could  severely  shake  the 
banking  system  already  ailing  from 
nonperforming  oil-related  and  agri- 
cultural loans. 

Let  me  be  the  one  to  agonize  over 
U.S.  businesses'  cutting  their  capi- 
tal spending  plans — and  why  they 
are  not  engaged  in  voluntary  inven- 
tory accumulation.  Let  me  lose 
sleep  over  the  odds  of  inflation's 
accelerating  by  year-end.  Let  me 
sweat  out  the  second-quarter  earn- 
ings reports  where,  so  far,  the  slight- 
est hint  of  possible  unfavorable 
comparisons  have  caused  selected 
stocks  to  drop  20%  or  more. 

It's  precisely  because  things  look 
so  uncertain  that  I'm  so  willing  to 
become  Vice  President  in  Charge  of 
Worries  (summer  division).  What  I 
know  the  Federal  Reserve  knows, 
which  makes  it  unlikely  it  will 
tighten  the  money  supply  anytime 
soon.  In  fact,  the  governors  could  go 
for  another  cut  in  the  discount  rate 
if  the  next  economic  numbers  don't 
show  improvement.  If  interest  rates 
remain  near  where  they  are  or  de- 


cline another  notch,  bond  rates  will 
drop  and  the  bond  market  will  offer 
less  competition  to  the  stock  mar- 
ket, in  spite  of  the  latter's  very  prob- 
able disappointment  with  second- 
quarter  earnings.  Furthermore,  con- 
sumers are  confused  by  what  the 
proposed  new  tax  laws  may  mean  to 
them,  and  are  increasing  their  sav- 
ings— some  portion  of  which  will 
find  a  way  into  the  stock  market, 
directly  or  indirectly. 

So  splash  in  the  ocean,  climb  every 
mountain,  fish  every  stream  and 
come  back  rested  to  take  on  the 
autumn,  which  could  be  wild  and 
woolly,  as  many  of  the  current  un- 
knowns become  knowns.  For  exam- 
ple, will  OPEC  succeed  in  its  efforts 
to  bring  about  a  worldwide  cutback 
in  production  in  order  to  lift  the 
price  of  oil?  Last  month's  Brioni  con- 
ference resulted  in  no  meeting  of 
minds  within  the  cartel,  which  is  a 
prerequisite  to  facing  non-OPEC  na- 
tions with  a  workable  proposition. 

The  longer  oil  prices  stay  down, 
the  greater  the  pressure  on  the  ma- 
jor oil  companies  to  reduce  their 
dividends  because  of  rising  payout 
ratios.  An  interesting  speculation 
could  be  Phillips  Petroleum  (10), 
which  already  has  cut  its  dividend 
40%.  The  company  is  completing 
its  restructuring  program  begun  last 
year,  and  the  stock  is  near  its  52- 
week  low,  yields  over  6%  and  is 
selling  at  8  times  1987  estimated 
earnings  per  share  of  $1.10  to  $1.20. 

Shortly  after  1  recommended 
CoreStates  Financial  (38,  o-t-c)  at  a 
price  of  41  (Forbes,  May  5],  the  com- 
pany decided  to  take  over  New  Jer- 
sey National — a  move  that  will 
likely  lower  1986  earnings  per  share 
from  an  earlier  estimated  $4  to 
$3.75  or  so.  This  large  multibank 
holding  company  is  on  the  move 
and  could  announce  further  acquisi- 
tions in  coming  months.  While 
growth  by  acquisition  can  be  dilu- 
tive to  earnings  in  the  short  run, 
CSFN's  earnings  could  show  above- 
average  gains  longer  term,  as  im- 
proved management  techniques  and 
economies  of  scale  are  reflected  in 
the  bottom,  line. 

Here's  a  fun  one  for  incurable 
summer  romantics  who  live  and 
love  by  taking  risks.  LE.  Myers  (4) 
was  I'/s  last  year  and  hit  8%  last 
March.  With  an  estimated  book  val- 
ue of  over  $7.50  per  share,  and  with 
only  modest  debt,  MYR  could  be  an 
attractive  takeover  candidate  for 
anyone  interested  in  the  electrical 
system  construction  business.  ■ 


Growth  Stocks 


MONEY  &  INVESTMENTS 


Some  of  my  stocks  have  gone  up  too 
much — too  fast.  Avoid  them  now. 

A  TIME  TO  BUY, 
A  TIME  TO  SELL 


By  Kenneth  L.  Fisher 


Recently  a  reader  groused,  "You're 
always  recommending  what  to  buy, 
but  then,  after  I've  bought,  you  nev- 
er say  when  to  sell."  That's  a  justi- 
fied gripe.  I  recommend  about  three 
stocks  per  month  but  haven't  pro- 
vided any  follow-up  advice  on  these 
picks.  Last  month  I  mentioned  that 
someone  compiled  a  ranking  of  all 
my  buy  recommendations.  I  am 
proud  of  the  list's  38%  average  an- 
nual price  gain,  but  I  was  taken 
aback  by  some  of  the  names  that 
today  I  would  avoid. 

Why?  It  varies.  But  first  off,  the 
market  is  way  up,  yet  hardly  a  peep 
is  heard  about  how  the  Senate's  tax 
bill  butchers  business  and  investor 
interests.  There's  the  near  unanim- 
ity that  interest  rates  will  fall — 
when  you  and  I  know  that  whatever 
everyone  expects  to  happen  won't. 
Scary?  Add  it  up  and  it's  time  to 
decide  whether  the  stocks  you  own 
are  stocks  you  would  buy  today  if 
you  were  starting  fresh. 

Why  did  I  wait  until  now  to  talk 
about  selling?  Because  for  the  most 
part,  it  hasn't  been  necessary.  Over 
and  over  again  I  have  stressed  buy- 
ing only  for  the  long  term.  It  is  most 
unlikely  that  after  making  a  buy 
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recommendation  I  would  recom- 
mend selling  that  stock  a  couple  of 
months  later.  (I  stated  on  Feb.  24 
that  I  liked  Texaco  and  specifically 
said  that  falling  oil  prices  helped 
make  my  case;  it  baffled  me  when 
nervous  readers  wrote  in  March 
asking  if  I  still  liked  it  as  oil  prices 
dropped  further.) 

Yes,  I  still  like  Texaco,  up  only 
about  14%  since  I  mentioned  it.  But 
Union  Carbide  (24),  which  I  recom- 
mended a  full  year  and  a  half  ago, 
has  tripled.  Meanwhile,  in  thwart- 
ing GAF's  takeover  attempt.  Car- 
bide evolved  from  a  financially 
muscular  industrial  powerhouse 
into  a  debt-laden  rummage  sale 
with  some  of  the  best  bargains 
picked  clean.  What  once  sold  at  7 
times  earnings,  25%  of  sales  and 
half  of  book  value  now  sells  at  2  to  3 
times  those  levels.  Farewell,  UK. 

Next  to  overpaying,  the  world's 
worst  investment  mistake  is  hang- 
ing on  to  stocks,  even  good  ones, 
that  have  become  too  overpriced. 
It's  hard  to  make  a  boodle,  even 
with  the  world's  best  little  growth 
company,  if  it  averages  above  20 
times  earnings,  2  times  book  value 
and  1  Vi  times  revenues — as  Comput- 
er Task  Group  did  at  18  per  share 
when  I  wrote  this  column.  It  is  a 
great  outfit  and  was  a  great  buy  in 
July  1984  at  6.  But  by  press  time,  it 
skidded  33%,  to  13.  Ouch! 

Other  previous  recommendations 
that  fall  into  this  up-too-much  and 
too-overpriced  category  include 
Champion  Products  (36),  Du  Pont  (83), 
Finnigan  (16),  Leggett  &  Piatt  (34), 
Mimtar  (35),  Unifi  [IS]  and  Woolwortb 
(47).  Why  the  finickiness  on  pric- 
ing? To  make  sense  of  it,  try  looking 
at  It  backward.  Instead  of  a  P/E, 
think  about  an  E/P,  or  an  earnings 


yield,  which  is  a  lot  like  a  bond 
yield — the  income  as  a  percent  of 
what  you  must  pay  to  get  that  in- 
come. A  P/E  of  25  is  an  earnings 
yield  of  4%.  How  do  you  make  a 
bundle  buying  that?  Even  if  earn- 
ings increase  25%  per  year,  its  yield 
in  three  years  will  rise  to  only  8%. 
You  can  get  that  with  a  virtually 
risk-free  Treasury  note. 

Freaks  and  quirks  excepted,  to 
make  big  money  a  stock's  earnings 
yield  must  be  15%  to  25%  or  high- 
er— based  on  what  you  think  earn- 
ings will  be  two  or  three  years  from 
now.  It  doesn't  matter  much  wheth- 
er you  get  that  yield  with  a  low  P/E, 
high-yield  stock  where  earnings  re- 
main flat  or  with  a  no  P/E,  profitless 
outfit  that  IS  about  to  turn  around 
and  now  is  selling  at  low  PSRs  and 
low  price  to  book  value. 

Some  stocks  I  have  recommended 
I  would  avoid  now  because  I  was 
wrong  then — they  didn't  produce 
the  earnings  I  thought  they  would — 
yet  they  have  gone  up  in  this  bull 
market  anyway.  They  have  had  con- 
tinued business  deterioration,  cou- 
pled with  a  rising  stock  price.  For 
example,  Computer  Consoles  (10)  is 
up  60%  since  late  last  year,  while 
its  balance  sheet  has  become  some- 
thing that  looks  like  only  a  juggler 
could  keep  it  floating.  Its  market  is 
too  competitive  for  such  a  weak  fi- 
nancial condition.  I  would  sell.  I 
would  give  Suave  Shoe  (9)  the  boot, 
too.  I  thought  a  falling  dollar  would 
help  relieve  its  problems  with  cheap 
imports,  and  it  has,  a  little,  but  not 
enough  to  justify  its  rise. 

Spectra-Physics  (30)  rose  when  Saul 
Steinberg  bought  a  big  chunk  of 
stock  and  everybody  thought  it 
would  get  bought  out.  It  won't. 
More  important,  I  have  watched 
this  company  closely  for  several 
years  and  am  now  convinced  that 
management  will  not  get  its  act  to- 
gether. Last  month  (Ju>ie  2).  in  re- 
viewing my  losers,  I  explained  why  I 
no  longer  like  Tesoro  Petroleum  (9) 
and  Halifax  Engineeritig  (5). 

The  rest  of  the  stocks  I  have  rec- 
omm.ended  still  seem  okay  to  me.  If 
a  bear  market  unfolds,  most  of  them 
will  drop,  too,  but  maybe  not  as  far 
as  the  market,  and  m  another  bull 
market  they  should  bounce  back 
further.  Remember,  in  any  long  list 
of  names  like  this,  there  will  be 
places  where  I  am  wrong,  so  think 
for  yourself.  Review  your  stocks  to 
make  sure  they  make  sense  to  you. 
Not  understanding  what  you  own  is 
the  best  reason  of  all  to  sell.  ■ 


Insights 


MONEY  &  INVESTMENTS 


By  Srully  Blotnick 


Once  again,  a  large  number  of  young 
people  are  throwing  in  the  towel,  hut  they 
are  different  from  their  predecessors. 

THE  NEW  DROPOUTS 


The  majority  keep  on  striving,  of 
course,  confident  that  talent  and 
persistence  eventually  will  be  re- 
warded. Others,  however,  have 
grown  tired  of  it  all.  In  fact,  it  is 
fascinating  to  see  that  a  new  and 
quite  sophisticated  breed  of  dropout 
is  developing.  What's  different 
about  them?  Like  Ted,  many  of 
these  dropouts  took  business-relat- 
ed subjects  while  in  school.  That 
alone  would  distinguish  them  from 
their  counterparts  in  the  1950s  and 
1960s,  most  of  whom  viewed  such 
courses  as  unacceptably  crass  and 
materialistic  in  focus. 

But  though  Ted  started  out  with 
an  interest  in  business,  he  soon 
found  that  success  doesn't  come 
easily  and  he  didn't  have  either  the 
patience  or  the  commitment  neces- 
sary to  hold  on.  Where  did  he  wind 
up?  At  a  video  store,  where  he  is 
now  a  salesman.  Of  more  presti- 
gious, mainstream  positions,  he 
says:  "I  was  fed  up  with  ten  people 
applying  for  each  job  I  wanted.  Be- 
sides, the  salary  you  make  if  you  do 
land  the  job  isn't  worth  all  the  day- 
to-day  grief."  Not  that  selling  in  a 
video  store  is  terribly  lucrative,  and 
not  that  it  doesn't  have  its  frustra- 
tions, too.  But  Ted,  weaned  on  TV, 
feels  comfortable  there.  To  him,  au- 
diovisual products  are  glamorous. 
"They're  the  future,"  he  says  proud- 
ly, "and  I'm  right  where  the  action 
is."  The  little  video  stores  may  in 
the  end  be  squeezed  out  by  chains, 
but  for  now  Ted  is  happy. 

Like  their  counterparts  in  the 
1960s,  today's  dropouts  tend  to 
come  from  middle-class  and  upper- 
middle-class  backgrounds,  but  the 
two  groups  have  different  interests. 
Yesterday's  dropout  tended  to  dis- 
like business  because  he  found  it 


The  business  world  is  becoming  a  bit 
congested,  and  no  group  is  more 
painfully  aware  of  this  than  children 
bom  in  the  U.S.  in  the  late  1950s. 
Now  between  25  and  30  years  of  age, 
and  ambitious,  they  are  finding  busi- 
ness and  the  professions  very  crowd- 
ed and  the  competition  fierce. 

Frustration  abounds,  especially 
when  these  individuals  see  the 
steady  stream  of  stories  about  self- 
made  young  millionaires.  "That's 
wonderful,"  commented  sarcasti- 
cally 27-year-old  Ted  L.,  who  was  a 
marketing  major  at  the  large  state 
university  he  attended.  "But  no  one 
I  know  has  made  a  fortune.  My  old 
classmates  are  having  enough  trou- 
ble just  getting  good  jobs." 

Rather  than  finding  such  tales  of 
instant  riches  inspiring,  many  read- 
ers react  to  them  with  a  sense  of 
despair.  The  goal  seems  too  far  away 
to  be  realistic.  They  are  especially 
chagrined  that  the  "ante"  in  this 
race  keeps  rising.  Typical  remarks: 
"You  know,  a  million  ain't  what  it 
used  to  be."  And,  "It  really  gets  me 
mad  that  I  can't  even  afford  to  buy 
the  house  in  which  I  was  raised." 


Dr.  Srully  Blotnick  is  a  research  psychologist 
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porate Steeplechase. 


mercenary  and  exploitive,  and  often 
carried  an  unfinished  manuscript 
wherever  he  went  as  a  statement  of 
who  he  was. 

In  those  days,  people  walking 
around  with  a  camera  were  general- 
ly thought  to  be  tourists.  Now  video 
is  in,  and  it  has  become  as  presti- 
gious for  a  college  or  work-world 
dropout  to  stroll  around  with  a  por- 
table videorecorder  as  it  is  for  his 
establishment  classmates  to  drive 
around  in  a  Mercedes  or  BMW. 
"Look  at  this  technological  mar- 
vel," Ted  told  me  excitedly,  aiming 
the  lens  first  up,  then  down,  "and  it 
only  weighs  four  pounds." 

An  interesting  conclusion  results 
from  a  detailed  comparison  of  1960s 
and  1980s  dropouts  and  the  ways  in 
which  the  two  groups  tried  (and  are 
still  trying)  to  make  a  living.  Stu- 
dents in  the  1960s  who  shunned 
business  subjects  in  school,  and 
who  shunned  them  again  in  the 
work  world,  were  unwittingly  dig- 
ging a  hole  for  themselves  from 
which  few  would  be  able  to  escape. 

Why?  Because  they  weren't  reme- 
dying as  adults  the  deficiencies  they 
had  developed  during  their  student 
years.  Lacking  the  skills  and  men- 
tality needed  to  switch  from  their 
old  "high  culture"  arena  to  a  new, 
profit-oriented  one,  their  attitudes 
toward  business  steadily  became 
still  more  negative  over  the  years. 
Not  wanting  to  feel  they  were  being 
penalized  for  their  deficiencies, 
they  made  a  virtue  of  their  own 
limitations.  The  result  was  a  self- 
fulfilling  prophecy:  Because  they  re- 
jected the  real  world,  they  were  re- 
jected by  it.  Many  of  them  are  pay- 
ing a  heavy  price  for  their  stance. 
Now  middle-aged,  most  recognize 
that  they  are  neither  fish  nor  fowl — 
they  aren't  really  writers,  artists  or 
musicians,  but  they  don't  like  busi- 
ness either.  Consequently,  they  feel 
out  of  it,  not  "at  home"  anywhere. 

In  striking  contrast,  thanks  to 
courses  so  many  recent  graduates 
have  taken  in  accounting,  econom- 
ics, finance,  management  and  mar- 
keting, many  of  today's  anti-estab- 
lishment rebels  will  rejoin  the 
mainstream,  albeit  in  different  ar- 
eas from  the  ones  they  first  aimed 
for.  Theirs  is  a  restlessness  that 
breeds  entrepreneurs,  not  misfits. 
They  may  be  a  discontented  group, 
but  they  won't  be  a  lost  generation. 

Thomas  Wolfe  was  wrong.  You 
can  go  home  again,  it's  just  that  you 
probably  will  need  an  M.B.A.  to  be 
able  to  do  so.  ■ 


Commodities 


MONEY  &  INVESTMENTS 

Want  to  know  more  about  technical 
trading  or  be  able  to  look  into  the  minds 
of  some  of  the  world's  best  traders? 

SUMMERTIME 
READING 


By  Stanley  W.  Angrist 


Over  the  past  several  months  some 
new  books  have  been  stacking  up  on 
my  desk  that  I  thmk  you  should 
know  about. 


The  first  is  an  anthology  devoted 
to  livestock  futures,  edited  by  Todd 
Lofton,  called  Trading  Tactics 
(S29.95,  Chicago  Mercantile  Ex- 
change, Commodity  Marketing  De- 
partment, 30  South  Wacker  Drive, 
Chicago,  111.  60606).  Even  a  few 
minutes  with  this  book  will  reveal 
that  much  of  what  is  discussed  in  it 
has  broader  implications  than  the 
meat  complex.  For  example,  there 
are  chapters  on  the  relative  strength 
index,  point  and  figure  charting, 
contrarian  notions,  moving  aver- 
ages, bar  charting  and  the  Elliott 
Wave  Principle.  There  are,  of 
course,  several  chapters  devoted  ex- 
clusively to  the  fundamentals  of  the 
meat  complex. 

Several  things  make  this  book 
stand  out  from  other  futures-related 
titles.  The  most  notable  is  that  each 
chapter  is  written  by  a  person  with 
outstanding  credentials  in  the  field 
he  is  writing  about.  For  example: 
Jake  Bernstein  on  cycles;  Jack 
Schwager  on  hog  fundamentals; 
Perry  Kaufman  on  moving  averages 


Stanley  W.  Angrist  is  a  commodity  specu- 
lator, consultant  and  longtime  obsen'er  of 
the  comniodit}'  markets. 


and  trends;  and  Robert  Prechter  on 
the  Elliott  Wave  Principle.  It  is  pub- 
lished by  the  Merc,  where  (sur- 
prise!) live  cattle,  feeder  cattle,  hogs 
and  pork  bellies  are  traded. 

Technical  traders  probably  out- 
number fundamentalists  in  the  fu- 
tures markets  by  40  or  50  to  1. 
Small  wonder,  then,  that  authors 
have  a  tendency  to  write  more  for 
technicians.  John  J.  Murphy  has 
written  a  comprehensive  guide 
called  Technical  Analysis  of  the  Fu- 
tures Markets  ($39.95,  New' York  In- 
stitute of  Finance,  70  Pine  Street, 
New  York,  N.Y.  10270).  The  book 
begins  by  laying  out  the  rationale 
for  technical  analysis  and  then 
starts  at  the  very  beginning — how 
to  construct  a  bar  chart  and  what 
constitutes  a  trend.  There  are  chap- 
ters on  computers  and  trading  sys- 
tems, money  management  and 
even  one  on  Gann  Theory.  True 
technicians  will  turn  to  this  vol- 
ume to  refresh  their  memories  on 
techniques  that  they  once  knew 
but  have  now  forgotten,  while  nov- 
ices will  gain  a  chance  to  learn 
technical  trading  strategies  from  an 
apparent  master. 

How  would  you  like  to  sit  down 
with  some  of  the  world's  best  trad- 
ers and  ask  them  what  they  do  that 
lets  them  succeed  while  most 
(more  than  90%)  fail?  You  can  now 
do  it,  and  for  less  than  the  cost  of  a 
single  good  lunch.  Kevin  Koy,  edi- 
tor of  Intermarket  magazine,  has 
published  in  book  form  ten  of  the 
interviews  he  did  for  the  magazine. 
The  interviews  in  The  Big  Hitters 
($26.95,  Intermarket,  P.O.  Box 
803767,  Chicago,  111.  60680-3767) 
are  in-depth  and  far-ranging  ones. 
Koy  really  tried  to  crawl  inside  the 
minds  of  his  subjects,  asking  them 


what  motivates  and  guides  them  in 
their  trading,  not  accepting  general- 
ities for  answers. 

Tom  Willis  and  Bob  Jenkins  trade 
for  themselves  and  manage  money 
for  others  as  a  team,  and  were  inter- 
viewed as  a  team.  A  brief  excerpt 
from  that  interview:  "The  pain  the- 
ory— the  harder  it  is  to  make  a 
trade,  the  better  it  probably  is  to 
make — goes  back  to  our  observation 
that  the  trade  that  you  least  want  to 
make  is  usually  the  best.  When 
you're  on  the  floor  and  everyone  is 
bidding,  350  bulls  all  screaming 
bids,  it  takes  a  lot  of  confidence  to 
contemplate  selling  it,  let  alone  ac- 
taally  selling  it.  In  September  last 
year  we  made  $1.3  million  for  our 
customers  and  ourselves  being 
short  beans  and  meal  on  the  day  the 
beans  made  their  contract  highs." 

Just  to  read  about  the  mistakes  the 
traders  made  when  they  started  out 
and  those  they  occasionally  commit 
today  make  three  of  the  interviews 
worth  more  than  the  cost  of  the  book. 

There  are  three  types  of  wheat 
traded  on  the  commodity  exchanges 
of  the  U.S.:  hard  red  winter  (HRW), 
traded  at  the  Kansas  City  Board  of 
Trade;  northern  spring,  at  the  Min- 
neapolis Grain  Exchange;  and  pri- 
marily soft  red  winter  (SRW),  at  the 
Chicago  Board  of  Trade.  The  first 
two  types  also  may  be  delivered 
against  the  Chicago  contract. 

The  ability  to  deliver  any  wheat 
against  the  Chicago  has  a  tendency 
to  keep  prices  of  the  various  types 
closely  related.  Nevertheless,  be- 
cause there  are  three  types  of  wheat, 
and  because  the  wheat  traded  in 
Minneapolis  is  planted  and  harvest- 
ed later  than  that  traded  at  the  other 
two  markets,  the  opportunity  for 
interesting  spreads  arises  each  year. 

One  of  these  spreads  is  long  Kan- 
sas City/short  Minneapolis,  basis 
the  December  contracts.  This  trade, 
normally  put  on  in  mid-July  and 
lifted  in  late  November,  has  been 
profitable  in  each  of  the  last  six 
years.  The  worst  drawdown  has 
been  $950,  while  the  average  profit 
has  been  around  $580.  The  margin 
on  this  trade  is  $600,  and  commis- 
sions should  be  about  $40  round- 
turn  at  a  discount  broker. 

Because  the  wheat  traded  at  Kan- 
sas City  cannot  be  delivered  against 
the  Minneapolis  contract,  and  vice 
versa,  this  spread  should  be 
watched  with  more  than  casual  in- 
terest. I  would  risk  no  more  than  20 
cents  ($1,000  per  spread).  ■ 


REAL  ESTATE 


5ECLUDED  MOUNTAIN  VALLEY 

.ocated  7  miles  northwest  of  Buffalo, 
Wyoming.  Adjoins  Big  Horn  National  For- 
,:st  for  4  miles.  7,382  acres,  all  deeded; 
,900  irrigated.  Three  live  streams,  ponds, 
rout  fishing.  Ample  water  rights  Lux- 
irious  improvements:  Log  3-bedroom  main 
esidence,  two  fireplaces.  4-bedroom  guest 
louse.  3  modem  homes  for  help  '-ots  of 
)ther  buildings,  sheds,  &  corrals,  all  in 
excellent  condition.  Ideal  for  registered 
lorse  and  cattle  operation.  Equestrian  set- 
ip;  Horse  bam  with  8  box  stalls.  Paddocks; 
ndoor  arena.  Elk,  deer,  antelope,  &  game 
)irds  right  on  ranch. 

3wner  will  finance.  $2,850,000. 
I      CLAIR  ROBINSON,  Realtor 
i  P.O.  Box  27— BufTalo,  WY  82834 
j  (307)  684-5571 

MTTLE  TONGUE  RANCH.  Near 
•>heridan,  Wyoming— the  foot  of  the  Big 
^om  Mountains,  this  4,000-acre  ranch  con- 
rols  the  entire  productive  basin  of  the  Little 
fongue  River  Valley  and  over  90%  of  its 
i  vater  rights.  A  beautiful  owner's  residence 
I  It  the  upper  end  of  the  valley  is  comple- 
:  nented  by  3  smaller  sets  of  improvements. 
iFhe  ranch  is  offered  in  its  entirety  at  $2  .5 
i  nillion  or  in  3  parcels  from  $300,000.  One 
j  )f  the  most  respected  ranches  in  this  sought- 

■  ifter  community.  Contact  Exclusive  Agent 
j  Tor  the  SeUers:  Hall  &  Hall,  Inc.,  P.O.  Box 
j  1924,  Billings,  MX  59103,  (406)  252-2155. 
I  

PREMIER  OFFERING 
j'aragon  Jewel/85  wooded  acres  nestled  on 
'Atn.  with  spectacular  city/valley  view  in 
N.  VA.  90min.  by  air  to  Wash.  D  C.  25M 
;  q.  ft.  of  Exclusive/Unique  improvements 
>rivate  &  Secure!  Exceptional  potential  for 

■  Torp/Agency/Inv./Dev.  seeking  the  un- 
usual. Sale/Lease/Exchange/ Joint  Venture, 
lierious  Inquiries  by  Principals  only!  Reply 
o:  RAC  Enterprises,  Ltd.  P.O.  Box  1236 
Hukilteo,  WA  98275. 


...  THE  BEST  ISLAND  IN  MAINE .. . 

[Between  Blue  Hill  &  Penobscot  Bay  16  Acre 
JTTLE  BABSON  ISLAND  on  Eggemoggin 
l^each-  8  Bedroom  Log  &  Stone  Lodge, 
Boathouse,  moorings,  Deep-Waler  Dock 
V/V2  mile  to  Mainland.  Access.  All  utilities 
'nc.  Municipal  Elec/phone. 
I  ..FOR  SALE  AT  $1,650,000  w/terms. .. 
il43  SUNSET  BLVD.  LOS  ANG.  90027 
!13  666  1910  BOSTON  617  523  2038 


DONATE  REAL  ESTATE 

of  any  kintJ  as  a  tax  deduction  to  a  nat'l 
non  profit  educational  group  We  are  an 
ethical  IRS  501-C-3  professional  society 
without  any  disallowance  in  our  16  yr 
history. 

AMERICAN  SOCIETY  FOR 
ENVIRONMENTAL  EDUCATION 
call  collect  East:  603-643-3536 
West:  714-496-3238 


NORTHWEST  WYOMING  RANCH 

Excellent  fishing  and  hunting.  Lo- 
cated on  Southfork  of  Shoshone 
River.  New  home.  Video  available. 
Contact: 

Western  Real  Estate — 
Exclusive  agents,  Box  2228 
Cody,  WY  82414  307-587-5584 


CORPORATE 
VACATION  HOMES 

ROCKY  MOUNTAIN  ESTATE 
BRECKENRIDGE,  COLORADO 

pectacular  lake  front  home  of  7000  sq.  ft. 
tunning  setting  on  3  -(-  acres,  with  pano- 
imic  views  of  the  Rockies.  Furnished  by 
itemational  design  firm,  Minton-Corley. 
Ski  lifts,  golf,  bike  trails,  horses,  rafting 
nly  moments  away.  XC  Ski,  hike,  play 
;nnis,  fish,  and  wind  surf  out  your  door 
Irochure  available.  Weekly  $2100-54000. 
(214)  521-3434 


BUSINESS  SERVICES 


before  you  hire 

CROSS  OUT  THE 
CROOKS' 


'lovtr  40%  of  p«ople  are  dishonest) 

Nationwide  hundreds  of  Cor- 
porations use  P.O.S.  PRE  EM- 
PLOYMENT OPINION  SURVEY 
(a  ont  piflt  quntionniirt) 

♦  PROVEN  VALID 

♦  LEGAL  IN  ALL  STATES 
.  EASY  TO  UTILIZE 

♦  COST  VERV  LITTLE 
For  complete  tnformation 
write  or  phone  (Toll  Freel 

V.O.S.  Corpofhtioii 

P  O.  Box  48232  •  Chicago.  IL  60648 
1-800  -  621-4008 


USE  OUR  TOLL  FREE  800  LINES 
FOR  YOUR  NEXT  PROMOTION! 

Get  the  800  advantage  to  increase  prof- 
itability. Save  time  &  money.  We'll 
take  orders,  leads,  &  messages.  24 
hours  a  day.  All  50  States  &  Canada. 
Professional  &  Economical  Service. 
AMERICAN  ADVANTAGE  800. 
1-800-628-2828  ext  100. 


SHOW  OFF 

YOUR  EXPERIENCE 


Business  colleges  need  speakers. 

All  fields.  Prestige.  Fun.  $.  Local/World- 
wide, No  Degree  Nec.  Full/Part-Time/ 
Occasional.  Join  12.1 44-^  Executives. 

Not  an  agency.  Free  Info  (24  Hrs.) 
lnLABS.1  800  824  7888,  Op.  984 


FINANCIAL  PLANNING 


PENSION  PLANS 

UP  TO  $250,000  DEDUCTION 
UP  TO  95%  TO  OWNER 


THE  PENSION  CENTER,  INC. 
(212)286-9111 


rOMPUTFRS 


TANDY-EPSON 


Our  10th  year  of  DISCOUNTS 
COMPUTERS  &  CELLULAR  PHONES 
Fgl.  Prepaid.  Save  Tax 
Toll  Free  800-231-3680 

iBi  rriRRYmflc  inoustriesinc 

22511  Katy  Fwy 
Kaly  (Houston)  TX  77450 
1-713-392-0747  Telex:  774132 


YACHTS 


DONATE  YOUR  BOAT 

Receive  Cash  +  Tax  Savings 

With  a  bargain  sale  to  a  charity,  our  cash 
purchase  +  your  income  tax  savings  give 
you  a  substantial  financial  return. 
Airplanes.  Real  Estate  &  Motor  Vehicles 

AMERICAN  INSTITUTE 
800-826-6840 
FL:  305-772-5773 


MISCELLaNLuUS  for  SALE 

INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

Free  wholesale  catalog  Satisfaction  Gtd 
for  18  yrs!  Member:  Jewelers  Board  of 
Trade,  Chamber  Commerce,  American 
Gem  Trade  Assn 

HOUSE  OF  ONYX 
No.  One  Main  Street 
Greenville,  Kentucky  42345 
TOLL  FREE  1-800-626-8352 


Forbes  Market/€feisglte([i 


BUSINESS  OPPORTUNITIES 


BUSINESS  OPPORTUNITIES 


Luxurious  Contemporary  Custom  Homes 
that  retail  for  $17.00  Per  Sq.  Ft. 


Modern  technology,  excellent  craftsmanship,  and  American  ingenuity  has  resulted  in  a 
housing  design  with  standard  features  not  found  in  homes  selling  at  twice  the  price. 
•  Fully  Insulated  •  Thermo  Pane  Windows  •  Cathedral  Ceilings  •  Exterior  Decks 
•  Quality  Construction  •  FHA  and  VA  Accepted  •  Built-in  Computer  Center— which 
allows  the  home  to  perform  many  functions  for  the  occupants.  •  Interior  Design  Flexibility 
EAGLE'S  NEST  HOMES  is  seeking  one  district  representative  to  establish  retail  sales. 
•  Unlimited  Income  Potential  •  Protected  Territory  •  Factory  Training  • 
•  No  Real  Estate  License  Required  •  Investment  Securied  by  Model  Home  • 
Individual  selected  must  have  the  ability  to  purchase  or  mortgage  a  $21,000  model 
home.  Home  may  be  lived  in  or  used  as  an  office.  Call  Mr.  Farb 
collect  (404)  255-0728.  6363  Roswell  Rd.,  Suite  B,  Atlanta,  GA  30328 


BE  THE  BOSS 

Own  a  Sir  Speedy  Printing  Center  fran- 
ctiise.  Over  600  ottiers  have,  ask  them. 
Call  today  for  tree  information. 

23131  VERDUGO  DRIVE 
LACUNA  HILLS,  CA  92653-1342 
CALL  1-800-854-3321 


mfsm^  15,000  businesses  ' 
m^y^m       from  coast.; 

^aJ^P^  T°  COAST;- 

No  Brokerage  Commission  j 
Inquiries  &  listings  welcome 

BUSINESS  OWNERS        .  i 
MULTIPLE  LISTING  SER^/ICE  ; 
Toll  Free  800-327-9630 
Vf/  in  Flo  call  800-533-4663 


National  Restaurant 
Exchange,  Inc. 

Inquiries  and  Listings  Welcome 
No  Brokerage  Fees  or  Commissions 
rif'S*Lf«;  Nationwide:  800-624-5977 
Texas:  800-443-1569 
Local:  214-722-8465 
Restaurants  For  Sale  •  Coast  to  Coast 
Restaurant  Owners  Multiple  Listing  Service 


$$$  FOR  SALE  BY  OWNER  $$$ 

Vi  Billion  $  Worth  of  Businesses  with 
No  Brokerage  Fees  Buyers  or  Sellers  Welcome 
Toll  Free  1-800-233-2TIS   In  Jt  1-214-980-486S 

GREAT  WESTERN  4^^^^%^^ 

BUSINESS  EXCHANGE,  INC.  f 

14114  Dallas  Pkwy,,  #220 
Dallas,  Texas  75240 


BINDERS 


SLIP  CASES 
OR  BINDERS 


In  red  and  gold 
leatherette. 
Slipcase:  $7.95; 
three  for  $21.95 
Binders:  $9.95 
three  for  $27.95 
Add  $1  per  unit  postage  card 
handling.  Send  check  to: 
JESSE  JONES  BOX  CORP. 
Dept.  FB,  P.O.  Box  5120 
Philadelphia,  PA  19141 
Or  call  1-800-972-5858 


ECUTIVE  GIFTS 


The  Intelligent  Choice 
Estate 
Wine  Cellars 


The  perfect  environment 
for  aging  and  stonng  wine. 

•  Ideal  temperature 

•  Controlled  humidity 

•  Free  from  vibration 

•  Insulated  wood  interior 

•  Unique  air  filtration 

•  Sturdy  wood  shelves 

•  Light  or  dark  oak  finished 
mahogany  and  much  more. 
For  free  brochure: 

1-800-348-WINE 

(Fla:  813-530-4770  collect) 
Arbourage  Enterprises.  Inc. 
11701  Belcher  Road  Dept.  130 
Largo,  FL  33543 


ALL  NAME  BRANDS 

n\ST-FRESH-CHEAP 

1-800- JR-CICAR 


STAND-UP  DESKS 
TO  YOUR  HEIGHT. 

Handcrafted  in  walnut,  mahogany,  red  oak 
or  white  oak.  Leather  writing  surface,  brass 
footrest;  matching  stools  optional;  eight 
week  delivery  time;  free  brochure 

The  Stand-Up  Desk  Company, 
5207  Baltimore  Ave.  Bethesda.  MD  20816 

We  welcome  your  modifications. 
(301)  657-3630. 


Wine  Storage 

•  Temperature  ControII 

•  Custom  Wine  C 

•  Racks  and  Acces 
Free  brochure. ..Immedn 

ed  Cabinets 

ellars 

series 

ite  Dehverv 

mm 

EXECUTIVE  SERVICES 


Neck  Ties  Narrowed 

Rediscover  some  old  friends 
We  ll  narrow  your  closet 
classics  to  a  styltsh  3  (or 
state  widthj  Great  birth- 
day or  Christmas  gift 
Send  SI3  50  for  each  set 
of  3  ties  to 
SLIM  TIES  CO. 
44  fylonterey  Blvd .  Dept  O 
San  Francisco.  CA  94131         |4I5|  585-6100 


Forbes:  Capitalist  Tbol 


Streetwalker 


Capitol  pressure 
on  capital  gains 

What  about  that  62-point  drop  on 
July  7?  Apparently  it  resulted 
from  a  convergence  of  factors:  worries 
over  a  weak  economy,  a  feeling  that 
any  upcoming  discount  rate  cut  had 
already  been  discounted,  and  bearish 
reports  from  F.lliot  Wave  Theorist  pub- 
lisher Robert  Prechter  and  John  Men- 
delson,  head  of  market  analysis  at 
Dean  Witter  Reynolds,  who  declared 
that  the  second  leg  of  the  bull  market 
was  over. 

Absent  from  the  explanations  was 
any  word  about  tax  reform.  Surpris- 
ing, considering  that  under  the  Pack- 
wood  reform  proposal,  the  top  federal 
capital  gains  tax  would  rise  from  20% 
now  to  27%.  You'd  think  that  alone 
would  have  spurred  investors  to  sell. 

But  James  Wetzler,  who  spent  12  of 
the  last  13  years  as  a  staffer  on  the 
Joint  Committee  on  Taxation  before 
joining  Bear,  Stearns  as  an  investment 
banker  last  year,  was  not  surprised. 
"Ultimately,  there  shouldn't  be  much 
net  selling,"  says  Wetzler  of  the  possi- 
ble capital  gains  rate  hike  Why  not? 
Wetzler  agrees  that  individual  inves- 
tors looking  to  lock  in  the  20%  federal 
tax  rate  probably  should  sell  before 
year-end — unless  it  soon  becomes 
clear  that  Congress  won't  tamper 
with  the  capital  gains  exclusion.  But 
Wetzler  reminds  us  that  institutions, 
not  individuals,  control  the  bulk  of 
the  stock  market's  volume  and  are 
unaffected  by  the  elimination  of  capi- 
tal gains. 

More  important  is  the  fact  that 
markets  move  up  or  down  because 
investors  think  they  will  move  up  or 
down — not  because  of  tax  planning. 
Wetzler  notes  that  in  1976,  the  last 
time  capital  gains  taxes  were  raised, 
the  New  York  Stock  Exchange  Com- 
posite Index  went  up.  So  while  tax 
reform  may  induce  individuals  to  sell, 
they  are  likely  to  reinvest  most  of 
their  money  right  back  in  the  market 
if  the  economy  and  market  look  good. 
If  things  sour — even  if  the  tax  rate 
dropped  to  15% — the  stock  market 
would  still  go  down. 

"My  advice  to  anyone  who  wants  to 
guarantee  that  20%  tax  rate  is,  'Sell 
now,'  "  says  Wetzler.  Why  not  wait  to 
see  what  the  final  bill  looks  like? 
Wetzler  replies  that  if  the  joint  con- 
gressional conference  committee  does 
vote  to  eliminate  the  capital  gains 
exemption,  the  new  capital  gains 


rates  could  go  into  effect  immediately 
rather  than  next  Jan.  I.  "Quite  fre- 
quently when  [Congress]  doesn't 
want  its  action  to  create  a  feeding  [i.e., 
selling]  frenzy,  they  put  an  action  into 
effect  imrhediately,"  says  Wetzler. 
"That  action  would  prevent  year-end 
selling." — Lisa  Gubernick 


You  could  do  Morse 

With  the  market  at  18  times  last 
year's  earnings,  it  is  becoming 
more  important  to  estimate  earnings 
a  year  or  two  out.  One  shrewd  analyst 
Streetwalker  knows  (he  asks  us  not  to 
use  his  name)  has  done  that  for  $541 
million  (sales)  Morse  Shoe,  Inc.  of 
Canton,  Mass.  Morse  runs  more  than 
700  shoe  stores — mainly  under  the 
Fayva  name  in  26  states — and  oper- 
ates about  as  many  leased  shoe  de- 


.\h»yc  's  i'ayrci  shoe  store 


The  share  fits. 


partments  in  discount  chains.  From 
1976  to  1978  net  margins  exceeded 
4%.  But  last  year  earnings  dropped 
29%,  to  $1.32  a  share,  as  margins 
shrank  to  1.3%. 

On  the  horizon,  however,  our 
source  sees  a  rebound.  New  manage- 
ment has  made  a  winner  of  Lowell 
Shoe,  a  small  manufacturer  that  has 
the  top-selling  shoe  for  nurses.  The 
company  is  phasing  itself  out  of  some 
Wal-Mart  stores  but  has  signed  to  op- 
erate the  shoe  departments  in  the 
Hills  and  Gemco  chains.  The  analyst 
is  looking  for  earnings  of  $2.30  or 
more  this  year  and  $3  in  1987.  Recent 


stock  price:  28,  nine  times  next  year's 
possible  net. 

Two  shrewd  money  management 
firms  have  reached  a  similar  conclu- 
sion. Shufro,  Rose  &  Ehrman  and  Del- 
afield  Asset  Management,  both  in  the 
same  New  York  office  building,  to- 
gether own  roughly  39%  of  the  5.4 
million  NYSE  shares.  Another  11% 
belongs  to  former  chief  executive  Al- 
fred L.  Morse,  83.  The  firm  also  has 
$14.70  a  share  of  net  working  capital. 
While,  as  a  target,  Morse  might  fetch 
$40  to  $45  a  share,  our  source  believes 
no  outside  influence  is  necessary  for 
the  stock  to  reach  the  high  30s  by 
next  summer  — Thomas  Jaffe 


Star  billing 

If  you  like  the  service  economy, 
you'll  love  Chicago's  IDC  Services, 
Inc.  IDC  is  the  leading  provider  of 
payroll  processing,  casting  and  data 
processing  services  to  producers  of 
movies,  television  programs  and  com- 
mercials and  to  advertising  agen- 
cies— a  servicer  of  servicers,  as  it 
were.  It's  IDC,  not  the  producers,  for 
instance,  that  takes  care  of  mailing 
out  residual  payments  that  must  be 
made  when  programming  is  rebroad- 
cast  or  resold. 

For  taking  on  all  the  bookkeeping 
headaches,  IDC  charges  about  4%  of 
payroll  and  takes  $10  per  paycheck  on 
average.  Last  year  IDC  processed 
nearly  $600  million  in  payrolls.  The 
$42  million  (sales)  company  lost  43 
cents  a  share  in  1985  but  may  earn  65 
cents  a  share  or  more  this  year,  and  80 
cents  in  1987.  Since  last  year  the  2.6 
million  o-t-c  shares  have  doubled,  to  a 
recent  1 1  Vi.  But  IDC's  shareholders — 
including  money  managers  Harris  As- 
sociates, Wellington  Management 
and  Mutual  Shares — haven't  stopped 
clapping. — T.J. 


Still  afloat 

W hen  the  Dow  Jones  industrial 
average  recently  dived  nearly  62 
points,  $1.2  billion  (sales)  American 
President  Cos.  held  steady  and  closed 
at  24y8.  Analyst  Sally  Smith  of  Balti- 
more's Alex.  Brown  &.  Sons  is  tickled, 
as  she  has  recommended  the  20.8  mil- 
lion NYSE  shares  specifically  for 
"contrarian  accounts  with  a  time 
frame  of  one  to  two  years." 

The  analyst  points  out  that  supply 
and  demand  in  Pacific  Basin  shipping. 
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APC's  specialty,  are  coming  closer 
into  balance.  Meanwhile,  APC  has 
the  largest  share  of  the  U.S.  intermo- 
dal  rail  market;  the  only  company 
that  comes  close  is  Sea-Land,  recently 
acquired  by  CSX. 

Last  month  APC  floated  $100  mil- 
lion of  convertible  preferred  so  it 
could  buy  better  equipment — this  on 
top  of  $100  million  of  11%  notes 
sold  in  January.  Smith  likes  that: 
Companies  confident  of  their  long- 
term  profitability,  she  says,  have 
M^hat  It  takes  to  upgrade  during  a 
slump.  Smith  doubts  APC  v^^ill  earn 
much  this  year  but  is  looking  for 
more  than  $2  next  year. 

Damn  the  Dow!  Full  speed 
ahead!— T.J. 


Hidden  jewel 

Since  Loral  Corp.  launched  an  un- 
friendly takeover  bid  last  month 
for  fellow  military  electronics  suppli- 
er Sanders  Associates  (Forbes,  Dec. 
16.  1985],  investors  again  are  scanning 
the  group  for  value.  Analyst  Robert 
Hanisee  of  Los  Angeles'  Seidler  Am- 
dec  Securities  suggests  Edo  Corp.  of 
College  Point,  N.Y.,  a  $116  milhon 
(sales)  leader  in  equipment  for  anti- 
sub  warfare.  Edo  also  makes  the  ejec- 
tor release  unit  for  bombs  carried  in 
the  European  Tornado  bomber. 

In  the  early  1980s  the  Tornado  con- 
tract led  to  explosive  earnings  growth, 
but  now  that's  winding  down.  Last 
year  earnings  dropped  27%,  to  $1.01  a 
share,  and  Hanisee  expects  about  the 
same  this  year.  Next  year,  however, 
he  says  Edo  should  earn  $1.40  a  share, 
as  new  contracts  begin  turning  prof- 
its. There  is  an  added  attraction  in 
that  Edo  regularly  buys  back  its  own 
shares — 1.7  million  since  1983,  reduc- 
ing the  outstanding  to  7.1  million 
now.  Even  so,  the  Big  Board  stock — 
with  a  recent  price  of  16'/4 — sells  for 
barely  12  times  projected  1987  earn- 
ings, a  below  average  multiple  in  mili- 
tary electronics. 

Edo  also  may  have  a  hidden  jewel  in 
Barnes  Engineering,  a  manufacturer  of 
infrared  products  for  which  it  paid 
$13.5  million  in  June.  The  Pentagon 
has  a  drive  on  to  develop  a  lens  that 
protects  the  eyes  from  laser-related 
weapons.  Presumably  this  would  be 
used  in  goggles,  periscopes  and  the 
like  for  everyone  from  helicopter  pi- 
lots and  tank  commanders  to  troops 
in  the  field.  Barnes,  along  with  Kaiser 
Aerospace  &.  Electronics  and  Ameri- 
can Optical,  is  working  on  one  gov- 
ernment contract.  The  market,  says 
Hanisee,  could  be  enormous. — T.J. 
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BALBOA  DEVELOPMENT  INC.  0 

MARINA  DEL  REY,  CA.,  May  29— B.J.  Sudderth,  President 
of  Balboa  Development  Inc.  (O.T.C.),  announced  the  signing 
of  an  agreement  to  acquire  controlling  interest  of  OTEi" 
Corp.  and  it's  wtiolly  owned  subsidiary  Lybeck  Inc. 

OTEC  Corp.  IS  a  public  company  wtiicfi  owns  approxi- 
mately 22,000  sub-divided  real  estate  lots  in  Rio  Del  Oro,  a 
planned  community  near  Albuquerque,  New  Mexico. 

OTEC  also  has  marketing  rights  to  7,000  acres  of 
undeveloped  real  estate  near  Kona,  Hawaii. 

OTEC's  real  estate  holdings  have  an  appraised  retail 
market  value  of  $74  million  and  will  be  acquired  by  Balboa 
Development  Inc.  for  an  undisclosed  amount  of  stock. 

Mr,  Sudderth  stated  that  "The  proposed  OTEC  acquisition 
is  the  latest  and  most  significant  addition  to  our  diversified 
portfolio  of  real  estate,  energy  and  mining  activities.' 

(Contact:  Peter  G.  Tobia,  President,  New  America  Group, 
Inc.,  513  Mam  Ave,,  Bay  Head,  NJ  08742.  Phone  (201)  899- 
6630.) 


GRANGES  EXPLORATION  LTD.  A  T 

Granges  Exploration  Ltd.  has  been  listed  June  18,  1986 
on  the  AMERICAN  STOCK  EXCHANGE. 

Granges  is  a  leading  western  Canadian  mining  company 
engaged  in  the  exploration  and  development  of  precious 
metal  properties  in  Canada  and  the  United  States. 

The  Group  manages  50  projects  which  cover  over  1 
million  acres  in  8  provinces  and  3  states. 

HIGHLIGHTS;  19.8%  interest  in  Trout  Lake  Mine.  This 
polymetallic  deposit  is  located  4  miles  from  the  Flin  Flon 
smelter.  Has  proven  reserves  in  excess  of  7  years  produc- 
tion. Produces  zmc,  gold,  copper,  silver.  Minmg  600,000 
tons  annually. 

Holds  50%  interest  in  Tartan  Lake  gold  project,  12  miles 
from  Flin  Flon.  Underground  exploration  and  development 
underway.  Budget  of  Cdn  $16  million  for  1986. 

Company  can  earn  up  to  31%  (indirect)  of  Crofoot  heap 
leach  project  located  near  Lovelock,  Nevada. 

Working  capital     U.S.  $31,000,000  Traded:  Amex 
Convertible  bonds;  U.S.  $30,000,000  Toronto,  London 
Shares  issued  13,200,000  (Rule  535);  Bonds; 

Luxembourg  Exchange 

(Contact;  Granges  Exploration,  Ltd.,  Mike  Muzylowski, 
President;  Doug  McRae,  Sr.  V  P.;  Suite  900;  625  Howe  Street, 
Vancouver,  B.C.  V6C  2T6;  Phone;  (604)-687-2831.) 


NMS  PHARMACEUTICALS,  INC.  0 

Newport  Beach,  Calif.,  May  20 — NMS  Pharmaceuticals 
Inc.  (NASDAQ;  NMSI)  announced  today  that  its  subsidiar 
Self  Care  Systems  Inc.,  has  received  Food  and  Drug  Admir. 
istration  approval  to  market  its  new  5-minute  Strep-A  Color 
Test  for  physicians'  offices. 

This  test,  which  uses  modern  coated-stick  technology,  is 
simple  to  use,  and  the  results  are  more  easily  interpreted 
than  current  tests  that  use  the  agglutination  method.  The 
market  for  this  product  is  estimated  at  $60  million,  the 
company  said. 

NMS  Pharmaceuticals  is  a  biotechnology  company  with 
major  stakes  in  the  development  of  certain  drugs  and 
controlled  drug  delivery  through  the  skin,  as  well  as  in 


allergy  and  diagnostics  for  over  the  counter  and  physicians. 

(Contact;  Jennifer  Anderson,  NMS  Pharmaceuticals,  Inc., 
1533  Monrovia  Avenue,  Newport  Beach,  CA  92663  Phone 
(714)  645-2111.) 


TELEFLEX  INC.  A 
Teleflex  Declares  Dividend 

Limerick,  PA,  June  24 — Teleflex  Incorporated  announced 
that  its  Board  of  Directors  took  action  on  June  23,  1986,  to 
declare  a  cash  dividend  on  common  shares  of  seven  cents 
($.07)  per  share  of  common  stock  held  of  record  at  the  close 
of  business  on  August  25,  1986  and  payable  September  15, 
1986. 

(Contact;  John  H.  Remer,  Senior  Vice  President  or  John  F. 
Schoenfelder,  Treasurer  of  Teleflex,  Inc.,  at  155  S.  Limerick 
Rd.,  Limerick,  Pa.  19468,  or  phone  (215)  948-5100.) 


UTL  CORPORATION  0 

Dallas,  June  26— UTL  CORPORATION  (OTC-UTLC)  of  Dal- 
las, Texas,  has  been  notified  by  the  Boeing  Aerospace 
Company  that  it  is  the  winner  of  an  Electronic  Support 
Measure  competition.  Formal  subcontract  award  to  UTL  is 
contingent  upon  award  of  a  U.S.  Air  Force  prime  contract  to 
Boeing  for  development  of  the  ESM  system  proposed  by  UTL 
The  ESM  system  is  for  installation  on  Air  Force  and  NATO 
Airborne  W/arning  and  Control  System  (AWACS)  aircraft.  The 
initial  phase  of  the  program  will  have  a  contract  value  of 
approximately  $30  million.  The  program  includes  production 
options  which,  if  exercised  by  Boeing,  would  increase  the 
total  contract  value  of  the  program  to  an  estimated  $160 
million. 

UTL  also  announced  plans  to  establish  a  manufacturing 
facility  in  Canada  commencing  in  the  summer  of  1986  and 
has  budgeted  $5  million  to  fund  this  facility  and  related 
operational  cost  over  the  next  three  years. 

In  addition,  UTL  announced  that  it  is  continuing  its 
discussions  with  a  friendly  Middle  Eastern  government 
concerning  a  potential  contract  for  the  production  of  ESM 
systems  for  airborne  applications.  If  this  contract  is  ob- 
tained, UTL  anticipates  that  its  working  capital  require- 
ments and  its  backlog  of  approximately  $44.4  million  as  of 
March  31,  1986  would  increase  significantly.  However,  UTL 
does  not  expect  to  receive  notice  of  acceptance  or  rejection 
of  its  contract  proposal  prior  to  July  31,  1986. 

UTL  Corporation  designs,  develops,  manufactures  and 
markets  electronic  warfare  systems  and  subsystems  used 
for  reconnaissance,  surveillance  and  targeting.  The  Com- 
pany's stock  currently  trades  on  the  NASDAQ  National 
Market  System  under  the  symbol  UTLC.  The  executive  offices 
are  in  Dallas,  Texas. 

(Contact;  John  Benson,  Vice  President  -  Finance, 
UTL  Corporation,  4500  West  Mockingbird  Lane,  Dallas  TX 
7520^honeM214U5^60^^^^^^^^^ 
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Your  lakeland 
paradise 

from  Forbes 


Your  own  vacation  land  on  the  fabulous  Lake  of  the  Ozarks 
in  Central  Missouri.  Right  in  the  heartland  of  America. 
Away  from  cities,  noise,  pollution  and  the  rat-race  of  the 
workaday  world.  We  call  it  Forbes  Lake  of  the  Ozarks  .  .  . 
about  12,800  acres  of  scenic  paradise.  Not  for  everybody, 
but  maybe  for  you. 

The  Ozarks  region,  which  dominates  most  of  southern 
Missouri,  has  long  been  lost  in  the  legends  of  the  Osage 
Indians.  Now  that  the  magnificent  Truman  Lake  has  been 
completed,  it's  merely  a  matter  of  time  before  the  beauty  of 
this  spectacular  recreational  area  attracts  vacationers  and 
settlers  from  every  corner  of  the  continent. 

If  yours  is  a  family  of  water-sports  lovers — swimming, 
boating,  fishing,  water-skiing — it's  hard  to  imagine  a  more 
perfect  setting  for  you.  Forbes  Lake  of  the  Ozarks  is  nestled 
at  the  headwaters  of  the  big  Lake.  Here  it  almost  kisses 
Truman  Lake  on  the  west,  then  winds  eastward  through 
stands  of  hickory  and  oak  for  over  90  miles  to  the  bustling 
hub  of  the  summer  resort  area  at  Bagnell  Dam. 

Forbes  Inc.,  publishers  of  Forbes  Magazine,  through  its 
subsidiary,  Sangre  de  Cristo  Ranches  Inc.,  is  offering  the 
opportunity  of  a  lifetime  for  you  to  acquire  one  or  more 
acres  of  our  choice  Missouri  lakeland  among  the  breathtak- 
ing "hills  'n'  hollers"  country  of  the  Lake  of  the  Ozarks. 

Forbes'  private  park  is  the  ideal  place  to  build  a  second 
home  .  .  .  that  special  place  where  yo.u  may  now  or  one 
day  choose  to  retire.  Here  among  the  friendly,  down-home 
folks  who  have  made  Missouri  famous  for  its  hospitality. 

Obtain  the  Property  Report  required  by  Federal  law  and  read  it  before  signing  anything.  No  Federal  agency  has  judged  the  merits  or  value,  if  any,  of  this  property.  Equal  Credit  and  Housing 
Opportunity,  A  statement  and  offering  statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York.  The  filing  does  not  constitute  approval  of  the  sale  or  lease  or  offer  for  sale  or 
lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering  ,  A  copy  of  the  offehng  statement  is  available,  upon  request,  from  Sangre  de 


These  are  salt-of-the-earth  people  who  are  pleased  to 
welcome  good  neighbors  to  their  easygoing  way  of  life. 

There's  no  better  time  than  right  now  to  find  out  if 
Forbes  Lake  of  the  Ozarks  is  the  place  for  you.  All  our 
homesites,  including  lake  front  and  lake  view,  will  be  a 
minimum  size  of  one  acre — ranging  to  over  three  acres. 
Cash  prices  start  at  $6,000.*  One  or  more  acres  of  this 
incredibly  beautiful  lakeland  can  be  yours  for  the  modest 
payment  of  $60  per  month,  with  easy  credit  terms 
available. 

For  complete  information,  including  pictures,  maps  and 
full  details  on  our  liberal  money-back  and  exchange  privi- 
leges, please  fill  in  the  coupon  and  mail  to:  Forbes  Lake  of 
the  Ozarks,  Box  157,  Warsaw,  Missouri  65355. 

*Prices  subject  to  change  without  notice 

r  Forbes  Lake  of  the  Omrks 

I  Box  157,  Warsaw,  MO  65355  ^  -»pr^ 

J         Without  obligation,  please  send  me  more 
!         information  on  Forbes  Lake  of  the  Ozarks. 
'  PLEASE  PRINT 


Name . 


Address 


City/State/Zip . 
Telephone  _ 


or  phone  816/438-2801 


Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change. . . ."  Items  from  past  issues  of  Forbes 


MiMv  fciFDi  tnachinery,  like  this  tractor  pulling  two  threshers,  iccis  (jiic  rcustji/  t  rop 
surpluses  became  more  common  in  the  1920s.  For  another  reason,  see  first  item. 


Sixty  years  ago  in  Forbes 

(From  the  issue  of  Angus!  I.  1926) 

"The  decrease  in  the  horse  population 
has  had  a  decided  effect  on  the  farm 
surplus.  It  is  estimated  that  it  takes 
the  product  of  5  acres  to  support  one 
horse  one  year.  The  decrease  of  6  mil- 
lion horses  and  mules,  which  has  tak- 
en place  during  the  last  eight  years, 
means  therefore  that  the  product 
from  30  million  acres  has  been  divert- 
ed into  the  channels  of  human  food." 

"American  businessmen  should 
watch  closely  and  thoughtfully  the 
course  of  events  in  Italy  now  that 
Mussolini  has  set  up  a  dictatorship 
over  capital,  over  industry,  over  all 
workers  and,  indeed,  over  all  other 
cases.  .  .  .  An  idea  of  how  drastically 
Mussolini  means  to  function  as  in- 
dustrial and  labor  dictator  is  conveyed 
by  his  decree  that  one  hour  be  added 
to  the  working  day  throughout  the 
new  Italy  he  is  forcefully,  ruthlessly 
bringmg  into  being." 


Fifty  years  ago 

(From  the  issue  of  August  1,  1936) 

"Gerard  Swope,  president  of  General 
Electric,  always  takes  his  vacations 
early  in  January  before  the  previous 
year's  accounting  figures  come  in.  He, 
too,  finds  that  he  can  get  more  work 
done  in  a  year's  time  if  he  doesn't  try 
to  mix  vacations  with  business. 
Which  is  the  reason,  incidentally, 
why  he  always  keeps  his  vacation 
plans  secret." 

"Will  the  majority  of  Americans  next 
November  favor  continuation  of  stag- 
gering federal  expenditures,  mounting 
deficits  and  multiplying  taxes?  Or 
will  they  have  reached  the  conclusion 
that  'economic  royalists,'  who  con- 
tributed so  invaluably  to  making  this 


nation  the  envy  of  the  world,  should 
be  granted  a  respite  from  political 
harassment.  .  .  ?" 


Twenty-five  years  ago 

(Fnii)t  the  /\s7/t'  of  August  1.  l'X)l ) 

"Roster  of  corporate  billionaires  is 

growing.  There  were  52  U.S.  corpora- 
tions whose  sales  hit  the  $1  billion 
mark  last  year,  just  about  double  the 
number  of  ten  years  ago.  Newcomers 
to  the  list  were:  American  Motors, 
Douglas  Aircraft,  Sperry  Rand  and 
F.W.  Woolworth."  [Ed.  note:  All  500 
companies  in  the  Forbes  Sales  500  for 
1985  exceeded  $1  billion.] 

"The  earnest  shirtsleeved  and  owlish 
individual  shown  below  expostulat- 
ing over  the  early  draft  of  a  Forbes 
story  will  be  found  listed  by  name  on 
the  adjoining  page  under  the  title  of 
Editor.  For  James  W.  (Walker)  Mi- 
chaels the  title  'editor'  is  new  with 
this  issue,  but  Jim  Michaels  could 
hardly  be  described  as  new  to  Forbes. 
Michaels,  just  turned  40,  is  an  up- 
from-the-ranks  veteran  of  the  team 


FoRBKs'  new  editor  James  W.  Michaels 


that  has  guided  this  magazine  from  a 
circulation  of  130,000  in  1954  to  al- 
most 350,000  today." 


Ten  years  ago 

(From  the  issue  of  August  1,  1976) 

"There's  more  to  the  newly  formed 
British  National  Oil  Corp.  than  sim- 
ply the  ruling  Labor  party's  doctri- 
naire socialism.  'This  is  a  policy 
geared  to  the  real  world,'  argues  its 
chairman.  Lord  Kearton,  who  retired 
from  private  business  last  year  after 
rebuilding  the  once-ailing  Courtaulds 
textiles  empire.  Neither  the  market- 
place nor  international  energy-shar- 
ing agreements  will  safeguard  British 
interests,  Kearton  feels.  Thus,  the 
British  government  will  have  to  con- 
trol where  and  to  whom  its  oil  goes  in 
the  next  decade.  ..." 


British  Natiotuil  Oil's  Lord  Kearton 


"Americans  are,  in  spirit,  great  sports 
enthusiasts.  At  least  they  think  a  lot 
about  it  and  spend  a  lot  on  equipment: 
a  probable  $12  billion  this  year.  In 
part,  the  enthusiasm  is  fanned  by  TV: 
74  hours  of  televised  Olympics  in 
these  two  weeks  alone.  Last  year  the 
networks  offered  a  total  of  1,076 
hours  of  sports  programming.  ...  In 
contrast,  the  average  American 
spends  no  more  than  60  hours  exercis- 
ing each  year — or  70  minutes  per 
week  vs.  an  average  22  hours  or  there- 
abouts in  front  of  the  boob  tube." 


Experience:  The  wisdom  that 
enables  us  to  recognize  as  an 
undesirable  old  acquaintance 
the  folly  that  we  have 
already  embraced. 
Ambrose  Bierce 


No  facts  are  to  me  sacred;  none 
are  profane;  I  simply  experiment, 
an  endless  seeker,  with  no  past 
at  my  back. 

Ralph  Waldo  Emerson 


Our  experience  is  composed  rather 
of  illusions  lost  than  of  wisdom 
acquired. 
Joseph  Roux 


The  ultimate  result  of  shielding 
men  from  the  effects  of  folly  is  to 
fill  the  world  with  fools. 
Herbert  Spencer 


No  man  was  ever  wise  by  chance. 
Seneca 


Experience  is  the  common  school- 
house  of  fools  and  ill  men.  Men 
of  wit  and  honesty  are  otherwise 
instructed. 
Erasmus 


To  my  extreme  mortification,  I 
grow  wiser  every  day. 
Lord  Byron 


We  learn  from  experience.  A  man 
never  wakes  up  his  second  baby 
just  to  see  it  smile. 
Grace  Williams 


You  need  a  great  deal  of  solitude 
to  understand  anything  at  all. 
Ruth  Prawer  Jhabvala 


The  French  are  true  romantics. 
They  feel  the  only  difference 
between  a  man  of  forty  and  one 
of  seventy  is  thirty  years 
of  experience. 
Maurice  Chevalier 


Thoughts 

on  the  Business  of  Life 


Life  is  not  complex,  '/he  »uin  of  fixed, 
ingniiyiecl principles,  who  has  mapped 
out  a  straight  course,  and  has  the 
courage  a)i(l  self-control  to  adhere  to 
it,  does  }iot  jind  life  complex.  7hin}^s 
are  scj  ordauied  that,  in  the  etid.  ice 
reap  if  we  faint  not — and  desenv  to 
reap,  of  course.  Complexities  are  all 
of  our  own  making. 
B.C.  Forbes 


To  say  that  a  thing  has  never 
yet  been  done  among  men  is 
to  erect  a  barrier  stronger 
than  reason,  stronger  than 
discussion. 
Thomas  B.  Reed 


We  arrive  complete  novices  at 
the  different  ages  of  life, 
and  we  often  want  experience 
in  spite  of  our  years. 
La  Rochefoucauld 


Without  the  aid  of  prejudice 
and  custom,  I  should  not 
be  able  to  find  my  way 
across  the  room. 
William  Hazlitt 


I  would  rather  have  my  ignorance 
than  another  man's  knowledge, 
because  I  have  got  so  much  more 
of  it. 

Mark  Twain 


More  than  6.000  "Thoughts,"  indexed  by 
author  and  sitbiect,  are  available  in  a  two- 
vohime  boxed  set  at  S29.95  ($17.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3,000 
-Thoughts."  Price:  $17.50.  Send  check  and 
order  to:  Forbes  Inc  ,60  Fifth  A  ve. ,  New  York. 
N.Y.  10011.  Add  sales  tax  on  orders  m  New 
York  State  and  other  states  where  applicable. 


You  don't  learn  to  hold  your  own 
in  the  world  by  standing  on  guard, 
but  by  attacking,  and  getting 
well-hammered  yourself. 
George  Bernard  Shaw 


Make  three  correct  guesses 
consecutively  and  you  will 
establish  a  reputation  as 
an  expert. 
Laurence  Peter 


The  man  who  is  too  old  to  learn 
was  probably  always  too  old 
to  learn. 

Henry  S.  Haskins 


The  advice  of  their  elders  to 
young  men  is  very  apt  to  be  as 
unreal  as  a  list  of  the  hundred 
best  books. 

Oliver  Wendell  Holmes  Jr. 


An  optimist  is  a  guy  that  has 
never  had  much  experience. 
Don  Marquis 


A  Text . . . 

Keep  thy  tongue  from  evil, 
and  thy  lips  from  speaking 
guile.  Depart  from  evil,  and 
do  good;  seek  peace,  and 
pursue  it. 
PSAI.MS  34:13-14 


Sent  in  by  Bryan  R  Shelby,  Madison,  NJ. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  IS  presented  to  senders  of 
texts  used 


One  must  be  a  god  to  be  able  to  tell 
successes  from  failures  without 
making  a  mistake. 
Anton  Chekhov 


We  have  to  live  today  by  what 
truth  we  can  get  today  and  be  ready 
tomorrow  to  call  it  falsehood. 
William  James 


FORBES 
August  11,  1986 


THREE  DOLLARS  FIFTY  < 


3  9042  01504579  9 


THE  LAWSUIT  MESS 


'4820"08317 


0  10*76 


II 


avoa  3SoawiMd  oev 
en  onend  3wv9Nnane 

Z8    L2d3S   £dV  l£0LVZ29 

9vaD       laos  la-avD 


A  C  U  R  A     LEGEND    2  4  -  V  A  L  V  E     V  -  6 


The  Acura  Legend  represents  a  nev:  dimension  in  luxury  performance,  from  a  new  division  of  American  Honda  Available  exclusively  atAcura  dealerships 


The  Acum  Legend. 
A  nming  tribute  to  precision 
craftsmanship. 


With  the  introduction  of 
this  luxury  sedan,  serious 
driving  enters  the  realm 
of  precision  movement. 

Because  the  nev^  Acura 
Legend  was  specifically 
engineered  around  the 
needs  of  the  serious  driver 
With  a  perfectionist's  zeal 
for  fit,  finish  and  function. 

The  result:  a  precision 
crafted  road  car  that  chal- 


lenges the  standards  of 
Europe's  most  renowned 
luxury  touring  sedans. 

An  accomplishment 
made  possible,  in  part,  by 
the  response  of  a  fuel  in- 
jected 2.5  liter,  24-valve, 
151  hp  V-6.  Inspired  by 
Honda  Formula  1  racing. 

And  furthered  by  rigid 
unit-body  construction, 
advanced  fully  indepen- 


dent suspension  and  re- 
fined front  wheel  drive.  For 
precise  highway  handling. 

Inside,  there  is  generous 
space,  quiet  and  comfort. 
In  a  cockpit  dedicated  to 
confident  command. 

Large  flush  mounted 


windows  and  a  low  aero- 
dynamic hoodline  were 
designed  to  maximize 
visibility,  while  minimizing 
wind  noise. 

Analog  instrumentation 
and  controls  are  placed  for 
ease  of  reading  and  reach- 
ing at  highway  speeds. 

And,  as  you  might  ex- 
pect, nearly  everything 
comes  standard.  From  a 
powerful  stereo,  to  a  pow- 
er operated  sunroof. 

Call1-800-TO-ACURA 
for  the  dealer  nearest  you. 
And  move  with  precision. 


ACURA 

PRECISION  CRARED  AUTOMOBILES 
A  division  of  American  Honda  Motor  Co.,  Inc. 


©  1986  Ametican  Honda  Motor  Co .  .nc  Acura  and  Legend  are  Irademarks  of  Honda  Moloc  Co ,  Ltd. 


SHOULD 
EVERYGOVT. 
CONTRACTOR 
GOTOTHE 
SCHOOL 
SALLIE 

RUSSELL  BHISl  Fundamentals — and  then 

GOES  TO?^^^^m^Hp^BHi  promptly  put  those  fundamentals 
to  practical  use.  Since  the  cash  being  managed  belonged  to  the  U.S.  Government 
and  totalled  in  the  billions  of  dollars.  Sallies  innovations  were  hardly  academic. 
In  fact,  in  the  very first  year,  they  will  save  the  taxpayers  an  estimated  $678,000. 
CO  The  Institute  also  saved  something  that  has  no  price  tag:  Sallies  enthusiasm. 


Sallie  Russell  studies  at  the /Etna 
Institute  for  Corporate 

 Education.  Recently,  she  took  a 

course  called  Cash  Management 


"Enriched.. .enlivened.. . not  dead-ended'' are 
feelings  she  describes.  "/  have  a  career  and  not 
just  a  job?  EU Almost  20,000  other /Etna 
employees  and  agents  must  feel  the  same  way  for 
that's  how  many  sign  up  each  year.  For  a  senior 
executive  taking  Advanced  Management  Seminar 
as  well  as  for  a  secretary  taking  Basic  Math  Review,  it  is  an 
institution  of  higher  expectations.  Ell  "Without  the 


Institute?  Sallie  says,  "'we'd  lose  a  lot  of  creative  people! 


W(m 

WITH 
THE 


(Postscript:  Sallie's  department  did  lose  Sallie,  but 
/Etna's  loss  was  also  /Etna's  gain.  On  June  30,  she  was 


promoted  to  Superintendent  in  another  division.) 
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yEtna  bk  Insurance  Company 


151  Farmington  Avenue.  Hartford,  CT  06156 


The  company  with  80  million  offices. 


Its  name  is  National  Liberty.  And  it's  widely  regarded  as 
the  nation 's  leading  direct  marketer  of  insurance  and  other 
money  management  products  and  services. 

National  Liberty's  extensive  direct  mail  programs  make 
every  single  mailbox  in  America  a  potential  "office'.' 

Its  third-party  insurance  programs  market  directly  to 
the  customers  of  such  leading  businesses  as  Chemical  Bank 
and  Shell  Oil. 

its  single  premium  deferred  annuities  and  life  contracts 
are  sold  through  stockbrokers  and  financial  planners. 
Massive  television  advertising  campaigns  for  its 


subsidiaries,  Veterans  Life  and  National  Home  Life,  reach 
millions  of  potential  customers  with  well-known  personaliti 
such  as  Lome  Green  and  Roger  Staubach.  National  Home 
has  also  experienced  tremendous  growth  as  a  result  of  its 
success  with  accumulation  products. 

National  Liberty  receives  more  than  one  million  new 
policy  subscribers  annually  And  its  technologically  advanc 
service  system  handles  in  excess  of  100  million  pieces  of 
mail  each  year 

The  National  Liberty  Group  is  part  of  the  family  of  con 
panies  that  have  helped  build  Capital  Holding  Corporation 


idrpiise  Insun  cte  Group     Capital  Initiatives  Corporation     Capital  Ventures  Corporation     Commonwealth  Lite  Insurance  Company     First  Deposit  Corporli 


one  of  America's  major  innovators  in  insurance  and 
icial  services . . .  with  more  ttian  $6.8  billion  in  assets 
a  reputation  for  sound  management,  strong  earnings 
consistent  growth. 

Capital  Holding's  affiliated  companies  offer  insurance 
action,  accumulation  and  personal  credit  products 
mily  to  middle  America  through  a  variety  of  distri- 
w  channels -from  home  service  agents  to  direct 
keting,  from  third-party  clients  to  stockbrokers  and 
i  selling  centers. 

At  Capital  Holding,  we  manage  money  for  millions 


of  American  families.  The  National  Liberty  Group-with  its 
"office"  in  front  of  every  home-helps  us  meet  their  needs. 

To  learn  more  about  National  Liberty  and  Capital 
Holding,  contact  Bob  Rakich,  President,  Capital  Holding 
Corporation,  689  Fourth  Avenue,  Louisville,  Kentucky  40202. 

Capltaltolding 

Money  manager  for  4.5  million  people 


ia  International  Lite  Insurance  Company     National  Liberty  Corporation     National  Standard  Lite  Insurance  Company    Peoples  Security  Lite  Insurance  Company 
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3    Nerves,  Nerves,  Nerves 

Vith  "Big  Bang"  nearly  three  months  away,  London's 
aajor  financial  players  are  already  as  nervous  as  cats. 

6    The  Trouble  With  Mercantilism 

"aiwan  reaps  the  rewards  of  economic  virtue.  But  virtue 
arried  too  far  becomes  fanaticism. 
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LTV  Corp.;  McLean  Industries;  Chrysler;  Mack  Trucks; 
Tele-Communications,  Inc. 
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Exxon  is  expecting  to  take  $1  billion  in  cash  out  of  its 
pension  plan.  What  happens  to  the  $1  billion? 
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1    Hot,  Hot,  Plop 

tivestment  bankers  set  records  in  the  new-issue  market, 
avestors  did  not  do  as  well. 
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73    What  Hurts  My  Enemy  Helps  Me 

Real  estate  investment  trusts  have  made  a  big  comeback. 
The  new  tax  law  will  make  them  even  more  attractive. 
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t's  tulip  bulb  time  in  Hollywood.  No,  not  the  flowers.  The 
ntertainment  stocks. 
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k.  company's  operating  margin,  often  overlooked,  is  a 
etter  measure  of  management  skill  than  is  the  net  profit 
largin. 
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letter  a  business  that  has  a  moat  around  it  than  a  business 
hat  has  to  fight  for  survival.  But  moats  are  getting  a  mite 
xpensive  these  days. 

24  The  Funds:  Small  Investors,  Watch  Out 

^here  is  talk  of  imposing  stiffer  fees  on  small  accounts. 
Jso:  a  congressional  plot  to  raise  taxes  on  fund  sharehold- 
rs;  advertising  "no  loads." 
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107  Without  Warning 

One  out  of  20  people  over  45  has  heart  disease  but  doesn't 
even  suspect  it.  Over  100,000  a  year  die  of  "silent"  heart 
attacks  without  ever  knowing  what  hit  them. 
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Air  pocket  for  Boeing? 

As  America's  industrial  supremacy  fades,  it's  good  to  know  that 
a  few  of  our  companies  still  hold  high  the  banner  of  leadership. 
One  of  the  foremost  is  Boeing.  The  Seattle  company  holds  over 
50%  of  the  Free  World's  commercial  aircraft  market,  with  its 
737s  and  747s  and  757s  and  767s.  How  is  Boeing  doing  current- 
ly? We  sent  Howard  Banks,  manager  of  our  Washington  Bureau, 
to  find  out.  Banks  is  well  fitted.  An  aircraft  metallurgist  by 
trade,  he  turned  to  journalism  in  his  30s  when  the  aircraft 
industry  declined  in  his  native  Britain.  Both  as  a  writer  for  We 
Fxonomist  and  for  the  past  four  years  at  Forbes,  Banks  has  kept  a 
close  eye  on  aerospace.  Of  Boeing  he  says: 

"The  World  War  II  crowd  have  retired.  Now  it's  new  guys  in 
the  front  offices.  Gone  are  the  names  legendary  in  the  business, 
like  Tex  Boullioun,  about  the  world's  top  airliner  salesman,  and 
Joe  Sutter,  for  years  Boeing's  chief  designer  (with  the  747  his  top 
credit).  They  have  been  replaced  by  Dean  Thornton  and  Jim 
Johnson  (potentially).  At  corporate  headquarters,  Shrontz  is 
taking  over  the  reins  from  T.  (Tee)  Wilson,  who's  still  chairman 
but  bowing  out  gracefully." 

Is  Boeing  slipping?  Technologically,  no.  Banks  says,  but  it 
faces  a  setback  on  its  newest  project,  a  propfan-equipped  jet- 
liner. Story  starts  on  page  30. 

Taiwan's  embarrassment  of  riches 

If  Third  World  nations  want  to 
learn  how  to  run  a  developing 
economy,  their  rulers  should  visit 
Taiwan — the  Republic  of  China. 
Haiti-poor  when  World  War  II 
ended,  Taiwan  today  enjoys  a  per 
capita  income  of  over  $3,500  a 
year,  almost  on  a  level  with 
Greece.  Besides  dealing  with  un- 
derdevelopment, Taiwan  had  to 
absorb  millions  of  refugees  from 
the  Communist  mainland,  carry  a 
big  defense  burden  and  live  with 
political  ostracism.  But  by  relying 
on  the  free  market  rather  than 
socialism,  the  country  benefited 
from  that  remarkable  Chinese  entrepreneurial  spirit  and  indus- 
triousness.  Problem;  Taiwan  is  so  productive  that  it  manufac- 
tures huge  quantities  of  goods  for  the  U.S.  market  but  can  find 
little  to  import  from  the  U.S.  Result:  An  embarrassment  of 
riches.  Its  foreign  currency  reserves  are  higher  than  Japan's  and 
its  favorable  trade  balance  against  the  U.S.  is  greater  on  a  per 
capita  basis.  It's  only  a  question  of  time  before  Taiwan  feels  the 
heat.  Story  by  Andrew  Tanzer  begins  on  page  36. 

Buy  'em  while  they're  broke? 

Buying  into  bankruptcy  situations  has  become  the  rage.  Inves- 
tors made  a  lot  of  money  buying  bonds  of  Storage  Technology 
recently,  to  say  nothing  of  the  big  money  made  in  the  1970s  by 
people  who  bought  bonds  of  Penn  Central  and  other  busted 
railroads.  On  page  134  Streetwalker  looks  at  the  LTV  bankrupt- 
cy and  has  some  useful  thoughts  on  possible  ways  to  play  it. 
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(  ^  Editor 


NOTHING  ESCAPES 
THE  EYE 
OFMAXXUM. 

Capture  the  race,  the  whole  race.  With  the  unmatched 
speed  and  amazing  accuracy  of  Maxxum'f  the  world's  first 
SLR  with  built-in  autofocus  technology. 

Suddenly,  it's  incredibly  easy  to  get  the  shots  that  used 
to  get  away  Automatically  and  in  perfect  focus. 

Discover  the  unique  Maxxum  autofocus  system.  Com- 
plete with  your  choice  of  15  versatile,  interchangeable 
lenses,  a  full  range  of  Autofocus  Flash  units  for  perfect 
exposures  even  in  total  darkness,  and  three  different  cam- 
eras for  three  different  levels  of  photographic  experience. 

There's  Standard  Maxxum  5000  to  introduce  you  to 
autofocus  photography  Advanced  Maxxum  7000  to  open 
new  doors  of  creative  flexibility  and  Professional  Maxxum 
9000,  the  world's  most  sophisticated  SLR. 

At  a  race,  at  a  game,  or  right  in  your  own  backyard,  once 
you've  chosen  a  Maxxum  camera,  you  can't  miss. 

Maxxum  shown  with  optional  35-70  mm  zoom  lens.  Be  certain  that  the  valuable  Minolta 
U  S  A  2-year  camera/5  year  lens  limited  warranty  cards  are  packaged  with  your  products. 
For  more  information,  see  your  Minolta  dealer  or  write:  Minolta  Corporation,  Dept  MX-7. 
101  Williams  Drive,  Ramsey  N.J  07446.  In  Canada:  Minolta  Canada,  Inc.,  Ontario. 

MAXXUM 

ONLY  THE  HUMAN  EYE  FOCUSES  FASTER 


ONLY  FROM  THE  MIND  OF  MINOLTA 


Trends 


Edited  by  John  A.  Conway 


Where  are  the  kings 
of  the  road? 

Drivers  dodging  18-wheelers  on 
the  interstates  may  find  it  hard 
to  beheve,  but  the  business  of  manu- 
facturing those  big  rigs  has  been  skid- 
ding badly.  General  Motors  is  looking 
for  a  venture  partner  for  its  heavy- 
truck  operations,  which  operated  at 
55%  of  capacity  last  year.  Paccar, 
which  specializes  in  top-of-the-line 
heavies,  is  closing  two  plants.  Freight- 
liner  (partly  owned  by  Mercedes)  is 
laying  off  workers  and  so  is  Mack  (in 
which  Renault  owns  42% ).  Detroit's 
light  and  medium  trucks  are  boom- 
ing, so  why  has  the  Class  8  market 
(33,000  pounds  and  up),  which  peaked 
at  173,000  units  in  1979,  braked  down 
to  about  135,000  today?  For  a  whole 
traffic  jam  of  reasons.  Deregulation 
brought  uncertainty,  an  automatic 
brake  on  spending  for  new  equip- 
ment. It  also  brought  a  rush  of  new 
truckers  that  hit  the  regional  carriers 
especially  hard.  Many  folded;  others 
were  bought  by  big  national  firms. 
The  trend  to  service  industry  (not  a 
big-truck  user)  and  the  erosion  of 
heavy  manufacturing  also  reduced  the 
market.  Companies  that  had  stored 
their  heavies  during  the  recession  are 
now  putting  them  back  on  the  road. 
Truckers  have  improved  their  main- 
tenance, and  computers  make  for 
more  efficient  scheduling.  '  Finally, 
while  the  truckmakers  are  not  cer- 
tain, they  suspect  some  buyers  are 
moving  from  heavy  to  medium 
trucks,  fust-in-time  inventory,  for  in- 
stance, dictates  more  frequent  deliv- 
ery but  smaller  cargoes. 


The  thieves'  market 

If  you  drive  a  foreign  car,  your  in- 
surance bills  are  revving  up. 
Thieves,  it  seems,  have  developed  a 
yearning  for  imported  automobiles, 
particularly  European  models.  Own- 
ers of  1983  to  1985  Volkswagens 
topped  the  list  of  theft  claims,  accord- 
ing to  the  Highway  Loss  Data  Insti- 
tute, an  insurance  industry  group 
(which  suspects  it  is  because  VW  radi- 
os and  other  components  are  easy  to 
strip).  Next  came  owners  of  Mercedes 
190s,  Saab  900s,  BMW  300s  and  Peu- 
geot 505s.  Ranked  by  dollars  paid  out 
in  claims,  the  leader  was  the  1983 


Porsche  911.  The  only  American  en- 
tries in  the  loss-payment  ranking 
were  Cadillac's  Eldorado  and  Seville, 
and  the  Chevy  Corvette;  the  lone  Jap- 
anese marque  was  the  Toyota  Cclica 
Supra.  Allstate,  one  of  the  biggest 
property  and  casualty  companies, 
concluded  in  a  separate  study  that  big 
American  sedans  were  the  cheapest  to 
insure;  foreign,  luxury  and  sports 
models  the  most  expensive.  So  All- 
state says  its  premiums  are  25%  to 
55%  higher  for  BMWs,  Eldorados, 
Corvettes,  Porsches,  Saabs  and  the 
Volkswagen  Scirocco. 


The  Texas  OPEC 

The  disaster  in  the  oil  states  follow- 
ing the  collapse  in  oil  prices  has 
started  Texans  longing  for  the  good 
old  days.  Back  in  the  Thirties,  when 
an  oil  glut  threatened  to  wreck  oil 
prices,  the  Texas  Railroad  Commis- 
sion, which  controls  production  at 
the  wellhead,  began  "prorationing," 
limiting  what  each  field  could  pro- 
duce. The  Lone  Star  State  then 
pumped  a  third  of  all  U.S.  oil  and  so 
the  practice  worked  well — so  well,  in 
fact,  that  according  to  legend  a  Vene- 
zuelan lawyer,  living  in  temporary  ex- 
ile in  the  U.S.,  is  said  to  have  found  in 
the  Railroad  Commission's  proration- 
ing policy  the  inspiration  for  the 
OPEC  cartel.  Yet  when  Texas'  output 
began  to  slow  in  1972,  the  commis- 
sion discontinued  prorationing.  Now 
there  is  talk  of  reviving  it.  The  state 
House  of  Representatives  is  reported- 
ly giving  it  some  thought,  but  given 
Texas'  present  oil  capacity,  it's  not 
likely  to  get  much  further. 


After  the  fall 

The  flood  tide  of  oil  that  is  eroding 
petroleum  prices  and  pushing 
down  inflation  has  proved  a  special 
boon  to  oil  importing  countries,  par- 
ticularly in  the  Third  World,  reports 
Richard  O'Brien,  chief  economist  of 
the  American  Express  Bank  in  Lon- 
don. O'Brien  figures  that  if  oil  bot- 
toms out  at  $10  a  barrel,  Greece  for 
one  saves  more  than  S2  billion  on  its 
oil  imports,  plus  another  $500  million 
in  reduced  debt  servicing.  Likewise, 
South  Korea  will  save  $3.8  billion  on 
$10  oil,  plus  $860  million  more  in 
reduced  interest  payments  on  its  debt. 
Brazil  will  save  more  than  $4  billion 
on  oil  imports  and,  with  the  drop  in 
inflation,  $2  billion  in  interest.  Thai- 
land, O'Brien  figures,  will  save  $1  bil- 
lion on  oil  and  a  third  of  that  on 
interest.  Conversely,  he  notes,  oil  pro- 
ducers among  the  developing  coun- 
tries will  still  suffer.  Ten-dollar-a-bar- 
rcl  oil,  for  example,  means  Mexico 
loses  $8.8  billion  in  oil  export  reve- 
nues. Lower  inflation  will  save  it  $1.9 
billion  in  interest,  but  the  net  loss 
will  still  be  close  to  $6.9  billion. 


Riviera-on-the-Erie 

Ohio  may  look  like  an  unlikely 
spot  for  vacations,  but  the  Buck- 
eye State  boasts  a  $6.4  billion  travel 
industry,  one  of  the  largest  in  the  U.S., 
after  California,  New  York,  Texas, 
Florida,  New  Jersey  and  Illinois.  The 
state  has  spent  an  average  of  $5  mil- 
lion a  year  on  travel  ads  since  1983, 
and  claims  that  travel  there  grew 
18.8%  from  April  1984  to  August 
1985,  twice  the  national  average.  The 
trick,  says  state  director  of  tourism 
Marilyn  Tornasi,  has  been  to  direct 
the  pitch  at  travelers  from  Ohio  and 


i'-.itnck  Mct>)nndl 


FORRFS  AIinn.ST  11  198 


nearby  states,  including  minority 
groups  interested  in  Ohio's  role  in  the 
Underground  Railroad,  the  route  from 
slavery  to  freedom.  The  ads  focus  on 
short,  weekend  trips,  instead  of  long 
stays,  and  they  tout  fishing  on  Lake 
Erie,  228  miles  of  beaches,  two  profes- 
sional football  teams,  two  baseball 
clubs,  soccer,  amateur  and  profession- 
al golf — and  the  largest  Amish  settle- 
ment in  the  U.S. 


Doctors  of  business 

A medical  degree  confers  status  and 
entry  into  a  paying  (often  well- 
paying)  profession,  but  does  it  provide 
business  skills?  Evidently  not  always. 
The  Geisinger  Medical  Center  in 
northwestern  Pennsylvania,  billed  as 
the  biggest  rural  health  center  in  the 
country,  has  teamed  with  Susquehan- 
na University  to  offer  courses  leading 
to  a  "mini-M.B.A."  for  salaried  physi- 
cians (about  100,000  out  of  the 
500,000  U.S.  total).  A  $250,000  grant 
from  the  Robert  Wood  Johnson  Foun- 
dation Will  help  pay  the  $6,000-a-year 
tuition  for  the  course,  and  the  founda- 
tion will  also  provide  funds  to  expand 
the  program  nationally.  The  college 
will  supply  instructors  for  a  curricu- 
lum developed  by  the  clinic.  Gei- 
singer also  is  bringing  in  outside  ex- 
perts for  special  subjects  and  plans  to 
sell  the  curriculum  to  other  health 
care  facilities.  The  first  60  of  Geisin- 
ger's  480  salaried  physicians  are  now 
enrolled.  They  will  receive  instruc- 
tion in  such  nonmedical  sciences  as 
accounting,  marketing  and  organiza- 
tional theory,  and  must  complete  150 
hours  of  course  work,  roughly  half  a 
semester's  work  load  at  a  traditional 
business  school.  No  degrees  are  grant- 
ed, but  the  physicians  will  earn  cred- 
its that  can  be  used  to  fulfill  state- 
mandated  continuing  education  re- 
quirements. The  program  is  aimed 
primarily  at  doctors  in  large  health 
care  clinics  like  Geisinger,  where 
management  skills  are  considered  as 
essential  as  stethoscopes. 


Quote,  unquote 

Barber  Conable,  the  former  Repub- 
lican congressman  from  New 
York,  after  taking  over  as  president  of 
the  World  Bank:  "I  told  my  wife  I'm 
going  to  spend  the  next  five  years  in 
meetings." 

Peter  Scott,  chairman  and  chief  ex- 
ecutive of  Emhart  Corp.,  the  $1.8  bil- 
lion Hartford,  Conn,  conglomerate, 
explaining  his  company's  new  "mis- 
sion" to  increase  the  market  value  of 


every  shareowner's  holdings:  "I've  al- 
ways believed  the  greater  danger  is 
not  aiming  too  high,  but  too  low,  set- 
tling for  a  bogey  rather  than  shooting 
for  an  eagle." 


The  eye  of  the  beholder 

The  best-run  organizations  in  the 
U.S.,  at  least  in  the  eyes  of  the 
public,  are  banks  and  supermarkets. 
That  was  the  verdict  of  a  5,000-family 
survey  conducted  for  the  Conference 
Board,  the  New  York  City-based  busi- 
ness research  group.  Supermarkets 
got  top  marks  from  more  than  half  the 
respondents;  Congress  got  the  nod 
from  only  I  family  in  12.  Ranking 
with  Capitol  Hill  at  the  low  end  of  the 
list  were  trade  unions  and  commuter 
railroads.  The  survey  also  gave  a  mea- 
sure of  how  far  the  once  glamorous 
National  Aeronautics  Space  Ad- 
ministration has  fallen.  Fewer  than 
19%  of  those  interviewed  gave  NASA 
a  "very  high"  or  "high"  rating  for 
management  efficiency;  48%  rated  it 
"low"  or  "very  low." 


The  bounding  main 

Commercial  shipbuilding  may  be 
in  the  doldrums,  but  the  pleasure 
boat  business,  particularly  where 
price  is  no  object,  is  another  story. 
This  year  Americans  are  expected  to 
place  orders  for  35  yachts  measuring 
at  least  110  feet  or  more  and  costing 
$3.5  million  to  $5  million — and  up. 
This  is  a  75%  increase  over  last  year's 
20  orders.  Americans,  in  fact,  now 
account  for  an  estimated  50%  of  this 
$247  million  worldwide  market.  The 


boom  began  during  the  era  of  the  al- 
mighty dollar  and,  logically,  centered 
on  foreign  yards.  One  broker  for  five 
European  yards  expects  six  orders  this 
year,  up  from  three  in  1985.  So  far, 
builders  like  Holland's  Feadship  and 
Italy's  Alucraft  and  Baglietto,  with 
backlogs  of  a  year  or  more,  are  the 
biggest  winners.  But  American  build- 
ers like  Florida's  Broward  Marine  and 
Wisconsin's  Burger  Boat  Co.  are  deter- 
mined to  build  bigger  boats,  and  the 
falling  dollar  has  helped.  Three  U.S. 
yards  will  deliver  six  superluxury 
yachts  this  year,  and  five  report  orders 
for  nine  more.  One  limit  to  growth  is 
capacity,  since  few  yards  can  build 
more  than  five  a  year.  But  now  com- 
mercial shipbuilders  like  Holland's 
DeNordship  and  Japan's  Mitsubishi 
hope  to  go  to  sea  with  a  yachting  act. 


Tes,  we  can;  no,  we  can't 

Businessmen  seem  agreed  that 
they  can  do  a  better  job  than  gov- 
ernment in  job  development  and 
training,  but  they  divide  sharply  on 
whether  they  want  to  take  on  the 
whole  task.  A  survey  of  executives  by 
Coopers  &  Lybrand,  the  accounting 
firm,  found  that  88%  of  the  respon- 
dents said  business  would  do  best  in 
these  areas.  Yet  56%  said  business 
had  no  obligation  to  fill  in  the  gaps 
left  by  cuts  in  federal  and  state  aid  for 
job  development  and  training;  41% 
did  think  the  private  sector  should 
take  up  this  slack.  A  big  majority 
(71%)  said  if  business  was  to  support 
job  training,  then  it  needed  federal 
help  from  programs  like  the  Targeted 
Jobs  Tax  Credit. 
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It  begins  with  strands  of  crystal- 
dear  fiber. 
Fiber  optics. 

They  will  eliminate  the  typical 
hiss  and  static  that  long  distance 
callers  have  always  been  forced  to 
accept. 

They  will  allow  thousands  of  voice  and  data 
transactions  simtdtaneously.  In  &ct  independent 
tests  showed  3  out  of  5  business  people  preferred 
the  clarity  and  quality  of  US  Sprint"  fiber  optics  over 
AT&T.  On  the  very  first  call. 

They  will  make  significant  savings  possible 
for  American  business. 

And,  finally,  they  will  make  all  the  products 
you'd  expect  fbm  a  great  phone  company  even  more 
powerfiil  and  effective. 

Its  no  wonder  we're  building  what  will  be  the 
first  100%  fiber  optic  network  across  America. 

Because  fiber  optics  is  the  fine  line  between  a 
good  phone  company. 

And  a  great  one.  Call  800-527-6972. 


US  Sprint 

"SOUNDS  LIKE  YOU'RE  RIGHT  NEXT  DOOR.'"" 

S  1986  US  Sprint  Communications  Company  "  Sprint  is  a  registered  trademark  of  US  Sprint  Communications  Company 


Follow-Through^ 


URS  Chairtucin  Arthur  StromhtTg 

Do  the  analysts  understand  any  more  now7 


Ireland's  air  power 

Tony  Ryan  of  Shannon,  Ireland 
made  history  in  June.  The  presi- 
dent and  chief  executive  of  GPA 
Group,  who  in  1 1.  years  had  built  his 
company  into  the  world's  leader  in 
aircraft  leasing  (Forbes,  Apr.  23,  1984], 
climaxed  that  growth  with  an  order 
for  $2.75  billion  worth  of  jets  from 
Boeing  and  McDonnell  Douglas.  The 
96  planes,  all  short-range  jets  with 
capacities  up  to  170  passengers,  in- 
clude 81  Boeing  737-300s  and  737- 
400s  and  15  Douglas  MD-83s.  The 
biggest  aircraft  order  in  European  his- 
tory, the  commitment  also  represent- 
ed almost  14%  of  Ireland's  gross  na- 
tional product. 

Guinness  Peat  Aviation,  as  GPA 
used  to  be  known,  was  born  in  1975 
when  Ryan,  long  an  Aer  Lingus  opera- 
tions chief,  persuaded  the  Irish  airline 
that  leasing  aircraft  was  a  business  to 
be  in.  Startup  money  of  $50,000  came 
from  Ryan  along  with  Aer  Lingus  and 
London's  Guinness  Peat  investment 
banking  house.  Valued  at  $25  million 
when  Air  Canada  bought  an  interest 
in  1980,  GPA  had  grown  to  $80  mil- 
lion by  1983  when  General  Electric 
Credit  acquired  a  stake  as  well. 

To  gain  $125  million  in  fresh  capi- 
tal for  his  next  five-year  plan,  Ryan 
this  spring  sold  more  shares  to  Pru- 
dential, the  Long-Term  Credit  Bank 
of  Japan,  the  Mitsubishi  Cos.  and  Air 
Canada.  Assuming  all  rights  in  the 
securities  are  exercised,  Aer  Lingus, 


totiy  Ryan 

A  stew Jleet for  remi-. 


now  owner  of  17%,  will  drop  to  11% 
while  the  Japanese  buyers  will  ac- 
quire a  28%  interest  along  with  two 
seats  on  the  GPA  board.  Air  Canada, 
now  with  a  26%  stake,  will  become  a 
17%  owner  while  Guinness  Peat's  in- 
terest will  drop  from  23%  to  15%. 
Through  his  own  purchase  of  shares 
in  the  offering,  Ryan  himself  will  con- 
tinue to  retain  his  current  9%  stake  in 
the  firm.  A  $3  million  investment  in 
new  shares  by  the  firm's  116  employ- 
ees will  likewise  allow  them  to  keep 
their  own  6%  stake  undiluted. 

With  assets  at  $500  million,  and  net 
income  of  $25  million  for  fiscal  1985, 
the  firm  already  has  62  jets  leased  to 
airlines,  and  by  1991  plans  to  add  200 
more.  By  that  time,  the  world  com- 
mercial fleet  is  expected  to  include 
7,500  planes  (against  about  6,000 
now)  and  Ryan  envisions  controlling 
3%  of  that  total  and  20%  of  the  world 
operating  lease  market. 


Is  Wall  Street  looking? 

Three  years  ago,  Arthur  Stromberg, 
chairman  of  URS  Corp.,  a  Califor- 
nia-based engineering  consulting 
firm,  gave  away  its  computer  training 
business  to  his  shareholders.  The 
spinoff  was  solidly  profitable  and 
growing,  but  Stromberg  said  he  want- 
ed to  make  URS  so  simple  even  stock 
analysts  could  understand  its  busi- 
ness, which  was  planning  and  design- 
ing transportation,  water,  energy  and 
health  care  projects.  It  seemed  to 
work.  Before  the  spinoff,  URS  had 
traded  at  about  II;  afterward,  it  rose 


to  17.  And  if  Advanced  Systems  was 
figured  in,  a  composite  share  was 
worth  $32  (Forbes,  At4g.  1,  1983). 

Since  then,  URS'  business  has  con- 
tinued to  grow.  In  the  year  that  ended 
last  October,  revenues  reached  $97 
million,  up  47%  from  1984,  and  re- 
turn on  equity  was  a  handsome  37%, 
up  from  27%  in  1983,  when  revenues 
were  $62  million.  The  first  half  of 
fiscal  1986  saw  revenues  of  $55  mil- 
lion, up  23%,  and  earnings  of  $2.2 
million,  up  41%.  Moreover,  45%  of 
its  business  was  in  hazardous  waste, 
and  in  air-  and  water-pollution  con- 
trol, up  from  30%  last  year — all  areas 
of  high  growth.  The  backlog  of  con- 
tracts has  reached  a  record  $89  mil- 
lion. "We  maintained  revenue  while 
backlog  grew,"  Stromberg  boasts. 
"Backlog  should  be  from  66%  to  75% 
of  sales,  and  we're  on  the  high  side  of 
that." 

The  future  looks  even  brighter, 
Stromberg  says.  He  figures  the  engi- 
neering and  architectural  markets  in 
water,  energy,  transportation  and 
health  care  will  be  at  least  $3.2  billion 
this  year  and  could  reach  $3.8  billion 
within  three  years.  "If  we  increase 
market  share  by  even  a  fraction  of 
I%,"'he  says,  "sales  will  grow  consid- 
erably." URS  does  only  planning  and 
design  but  often  charges  a  percentage 
of  the  cost  of  completed  projects.  "We 
enjoy  higher  returns  with  nowhere 
near  the  risks  or  the  capital  require- 
ments," Stromberg  says. 

But  maybe  the  analysts  need  anoth- 
er nudge.  URS  stock,  17  a  share  in 
1983,  is  selling  at  about  16  today. 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


2,000,000  Shares  \ 

Harley 'Davidson,  Inc 


Common  Stock 


Price  $11  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  Underwriters  only  in  states  in  which  such  L/nderivriters 
are  qualified  to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  be  legally  distributed. 
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Drexel  Burnham  Lambert  Goldman,  Sachs  &  Co.  E.  F.  Hutton  &  Company  Inc. 
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Kidder,  Peabody  &  Co.  hazard  Freres  &  Co.  Morgan  Stanley  &  Co. 

Incorporated  Incorporated 

PaineWebber  Prudential- Bache  L.  F.  Rothschild,  Unterberg,  Towbin,  Inc. 

Incorporated  Securities 

Shearson  Lehman  Brothers  Inc.  Smith  Barney,  Harris  Upham  &  Co.  Wertheim  &  Co.,  Inc. 
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$70,000,000 

Harley 'Davidson,  Inc. 

121/2%  Subordinated  Notes  due  1996 


Price  100% 

Plus  accrued  interest,  if  any,  from  July  15.  1986 


Copies  of  the  Prospectus  may  be  obtained  from  the  Undersigned  only  in  slates  in  which  such  Undersigned 
is  qualified  to  act  as  a  dealer  in  securities  and  in  which  the  Prospectus  may  be  legally  distributed. 
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Readers  Say 


Angry  lawyers 

Sir:  Your  lead  editorial,  "Why  Con- 
gress Won't  Deal  With  Liability  Insur- 
ance Insanity"  (/'act  cmd  Comment. 
June  16),  makes  it  obvious  that  you 
want  the  American  justice  system  to 
protect  corporate  profits  at  the  ex- 
pense of  people  injured  by  corporate 
negligence. 

Cancel  my  subscription,  delete  my 
name  from  your  computer  and  return 
my  money  for  the  unused  portion  of 
my  subscription. 
— T.J.  Emisoti  Jr. 
Alamo,  Term. 

Sir:  You  suggest  that  lawyers  are  to 
blame  for  the  large  liability  awards 
rendered  in  various  lawsuits.  Judges 
and  juries  are  responsible  for  making 
such  awards  in  the  first  place. 

The  next  time  you  face  the  issue  of 
prior  restraint  on  the  press,  or  a  libel 
claim,  I  hope  that  you  can  find  a  good 
"double  talking"  lawyer. 
— James  C.  Zaleu'ski 
Lincoln,  Nehr. 

For  more  ojj  the  liahilit}'  crisis,  see  cov- 
er stcny,  page  76. — Ed. 


No  comparison 

Sir:  I  read  with  great  dismay  your 
cover  story,  "A  tale  of  two  worlds" 
(June  16).  Given  the  impediments  to 
efficiency  that  exist  at  the  old  AMC- 
Renault  Toledo  plant,  the  manufac- 
turing output  and  the  quality  level  of 
the  vehicles  are  actually  remarkable. 
Recognizing  the  need  for  a  new  plant, 
the  company  and  the  state,  local  and 
federal  governments  have  been  work- 
ing through  the  details  of  a  proposal 
for  new  plant  construction. 
— Marcy  Kaptur  (D-Ohio) 
House  of  Represetitatii  'es 
Washington,  D.C. 

Sir:  I  was  amused  to  learn  that  all 
Honda  employees  refer  to  each  other 
by  first  name  and  there  are  no  re- 
served parking  spaces.  How  about 
adding  that  in  Japan  you  can't  even 
call  your  boss  "Mister,"  but  must 
mention  his  job  title  each  time  you 
address  him,  i.e.,  Suzuki  Section 
Chief.  And  executive  privileges?  You 
bet,  and  highly  defined  and  exclusive. 
In  short,  undemocratic. 

As  an  employee  of  a  Japanese  firm, 
I'm  tired  of  all  the  unreality  in  the 
reporting  and  pictures  that  Americans 


love  to  flail  themselves  with. 

— Judilh  Clancy 
Kyoto.  lajKDi 


Homegrown  rose 

Sir:  Certainly  our  country  should 
have  a  national  flower  (Trench^,  June 
.W).  but  our  floral  symbol,  like  our 
national  bird,  the  bald  eagle,  should 
be  a  native  American  species  and  not 
an  import  from  abroad,  like  the  rose. 
Most  state  flowers  are  bona  fide  na- 
tive plants.  Perfect  candidates  are  the 
sunflower,  goldenrod  (incorrectly  ma- 
ligned as  a  hay  fever  plant)  and,  yes, 
even  a  rose,  but  let  it  be  the  wild  rose. 
—Walter  II.  /loc/ge 
)'annouth  Port,  Mass. 


iln'  Sclndl<n'sk\ 


The  wild — a?hl  native — rose 


VIe're  not  funny 

Sir:  Re  "Take  my  stock,  please"  (June 
16).  Forbes  is  a  business  magazine, 
not  High  Times;  and  this  is  a  company 
with  15  years  of  work  behind  us — we 
are  not  here  to  provide  a  moment  of 
comedy  for  your  magazine.  It  has  been 
quite  a  haul  to  get  a  perfectly  good 
drug  to  the  marketplace  because  of  all 
the  marijuana  hysteria.  Instead,  you 
treated  it  like  marijuana  hysterical. 
It's  not.  It's  cheaper  pharmaceuticals 
for  cancer  patients,  and  ecologically 
sound  agricultural  income  for  Nepal. 
— Laurence  O.  McKitmey 
President, 

Cannabis  Corp.  of  America 
Cambridge.  Mass 


Trade  barrier 

Sir:  Forbes  has  in  the  last  several 
weeks  carried  extensive  coverage  re- 
lating to  trade  talks  between  Japan 
and  its  trading  partners.  The  Japanese 
have  violated  the  principle  of  free 


trade  in  one  area  more  openly  than 
any  other  major  industrial  nation,  i.e., 
m  their  support  of  the  Arab  boycott  of 
Israel.  Unlike  other  countries,  Japa- 
nese business  openly  gives  in  to  pres- 
sures by  the  Arab  boycott  authorities 
to  refrain  from  maintaining  economic 
contacts  with  Israel. 
— Abraham  //.  Foxnian 
Associate  Natiojial  Director, 
Anti-Defamation  League  of  B'nai  B'rith 
New  York.  A'}' 


Good  line 

Sir:  I  doff  my  cap  to  the  writer  of  the 
cover  line  for  your  July  14  issue:  "If 
this  is  a  service  economy,  wherc's  the 
repair  service?"  As  one  who  has  been 
writing  cover  lines  for  the  past  two 
decades,  I  was  frankly  envious. 
— David  Broiim 
New  York,  NY. 


I  Unconnected 

Sir:  In  your  June  30  Statistical  Spot- 
light story,  you  describe  Arden's  busi- 
ness as  "licenses  Bonanza  restau- 
rants." Arden  International  Kitchens 
is  not  connected  in  any  way  with  Bo- 
nanza restaurants.  Arden  produces 
and  markets  premium-quality  frozen 
prepared  entrees,   components  and 
sauces  for  the  food  service  industry. 
— Tom  Ham  ill 
Hamill  Associates,  Inc. 
Minneapolis,  Minn. 


Wrong  boat 

Sir:  You  reported  (Trends,  June  16) 
that  the  Sequoia  was  formerly  the 
Honey  Fitz.  The  caption  with  reference 
to  President  Kennedy  and  the  Sequoia 
is  incorrect.  Our  client  purchased  the 
former  Hone)'  Fitz  in  1970  from  the 
U.S.  government  and  since  then  has 
expended  considerable  sums  refur- 
bishing and  promoting  the  yacht  for 
charter. 

— Mark  R.  Saunders 

Parker-  Chapin  Flattau  &  KlimpI 

New  York.  N  Y. 


How  to  get  rich 

Sir:  I  hear  the  latest  statistics  are  that 
1  out  of  every  3.5  subscribers  to 
Forbes  is  a  millionaire.  Well,  I  just 
bought  several  subscriptions  just  to 
make  sure  I  cover  all  the  bases. 
— William  G.  Sanders 
Tampa.  Fla. 


Announcing 


How  To  Receive  This  Information 
While  Saving 
70%  on  YoxxY  Commissions 


Before  you  use  a  broker  who  discounts 
commissions,  compare  prices  and 

services. 

Compare  Our  Price 

You  save  a  straight  70%  across  the  board 
on  your  stock  commissions  at  Waterhoi'se 
Securities.  We  discount  the  current  rate  of 
a  leading  full-priced  firm  a  full  70%— not 
"up  to  70%'— as  advertised  by  others. 

The  chart  below  shows  the  difference  be- 
tween current  rates,  the  discounts  of  others 
and  our  straight  70  %  discount.  As  you  can 
see  the  savings  are  so  dramatic  that  on  the 
purchase  and  sale  of  only  the  four  typical 
trades  shown  you  would  save  $1,085.66 
from  current  rates. 

Compare  Our  Service 

During  the  past  eight  years  thousands  of 
investors  in  ail  fifty  States  have  used  our 
services  to  save  a  full  70%  and  receive  the 
investment  information  they  need  to  make 
sound  decisions. 

You  receive,  free.  Standard  &  Poor's 
Stock  Guides,  Stock  Reports,  a  Tax  Guide 
for  security  transactions,  and  other  invest- 
ment guides  to  help  you  with  your  invest- 
ment decisions. 

When  your  account  is  opened  we  send 


you  a  free  Stock  Guide-— &  256-page  sum- 
mary of  data  on  over  5600  stocks.  You  also 
receive  the  important  year-end  edition.  As 
a  customer  you  can  receive  individual 
Stock  Reports  on  all  NYSE,  ASE  &  2000 
over-the-counter  companies.  These  two- 
page  reports  provide  a  complete  financial 
picture  on  specific  companies  which  in- 
terest you. 

Member  N.Y.S.E. 

As  a  member  of  the  New  York  Stock  Ex- 
change we  offer  the  traditional  brokerage 
services:  prompt,  efficient  execution  of 
your  orders,  quotes,  verbal  and  written  con- 
firmations, monthly  statements  (priced 
portfolio  and  all  yield  data),  SIPC  protec- 
tion, and  access  to  a  major  money  market 
fiind. 

Personal  Attention 
Lastly,  at  Waterhouse  Securities  you  deal 
with  an  account  officer— not  an  order  desk. 
Our  account  officers  are  registered  with  the 
New  York  Stock  Exchange  and  will  give 
you  the  personal  attention  you  are  entitled 
to. 

Call  toll  free  today  or  mail  the  coupon  for 
our  free  20-page  brochure  which  describes 
our  services  and  how  they  benefit  you. 


COMPARE  OUR  PRICE 

200  shs. 

300  shs. 

500  shs. 

1000  shs. 

@  $25 

@  $20 

@  $18 

@  $14 

Merrill  Lynch 

$114.00 

$145.00 

$213.00 

$294.60 

Discount  Brokers 

Charles  Schwab 

74.00 

80.00 

89.00 

104.00 

Fidelity  Investments 

68.00 

74.20 

88.90 

104.40 

Rose  &  Co. 

65.00 

71.00 

89.00 

97.00 

Waterhouse  Securities 

35.00 

40.82 

57.62 

90.33 

WATERHOUSE  SECURITIES,  INC. 

Memtwr  New  York  Stock  Exchange  •  SIPC 
44  Wall  St.,  New  York,  NY  10005 
235  Montgomery  St.,  San  Francisco,  CA  94104 
1  Wilshire  Bldg.,  Los  Angeles,  CA  90017 
135  So.  LaSalle  St.,  Chicago,  IL  60603 
1901  Pennsylvania  Ave.  N.W.,  Wash.,  DC  20006 
1201  Elm  St.,  Dallas,  TX  75270 
2000  Market  St.,  Philadelphia,  PA  19103 

New  York  •  San  Francisco  •  Los  Angeles  •  Chicago  •  Washington,  D.C.  •  Dallas  •  Philadelphia 


CALL  FREE 
800-327-7500  Nationwide 
800-522-7500  In  N.Y.  State 

Please  send  your  free  brochure. 

Name  


City /Stale /Zip. 


m5^years%),older  American 
ere  in  need  of  a  NewDeal' 


l)da}5  wi^re  in  need  of  a  new  idea. 


To  depression-weary  older  Americans  worried 
about  living  their  retirement  years  in  poverty, 
Social  Seciirit)'w;Ls  an  offer  of  hope. 

And  for  the  most  part,  Social  Securit}'  h\s 
delivered  on  that  [promise  for  fift)- years. 

But  toda\;  the  ranks  of  older  Americans  are 
growing  like  never  before.  By  the  year  2030, 
55  million  people  will  be  age  65  or  older  And 
some  are  wondering  if  progr;uns  like  Social 
Securit\'will  be  enough  to  meet  the  fijaire 
health  and  financi^ii  needs  of  this  rapidly 
expanding  group. 

Clearly  new  ideas  are  needed  to  help 
supplement  prognuns  like  Social  Securit\; 
Medicare  and  Medicaid. 


At  NWNL  Group,  we're  working  on  a  solu- 
tion. Its  a  program  called  LifeScope!"  Its 
designed  to  pro\'ide  health  and  financial 
security-  for  a  persons  working  and  retirement 
)'ears  by  sharing  financi;il  responsibilit)'  among 
particijiating  individuals,  employers  and  health 
care  providers. 

LileScope"  will  be  implemented  through 
traditional  employee  benefit  channels.  But  its 
comprehensiw  approach  to  retirement  care  is 
unequalled  in  the  history  of  employee  benefits. 

Obviously  for  an  idea  of  this  magniaide  to 
succeed,  it  will  require  the  help  of  govern- 
ment legislation,  the  participation  of  health 
care  providers  and  the  support  of  business.in 


making  LifeScope'"  available  to  employees. 

NWNL  Group  invites  each  of  these  institu- 
tions to  ioin  us  in  shaping  our  plan.  Contact 
Ginnv  Patrick,  N\)t'NL  Group,  Box  20,  Minne- 
apolis, MN  55^^40  or  call  612-372-5784  for  a 
detailed  report  on  the  problem  and  how  we 
can  solve  it  together 

Quite  ob\iously,  our  task  is  enormous. 
But  so  is  the  need. 

THE  lASTERTHINGS  CHANGE. 
THE  MORE  YOUNEED  NWNL: 

NWNL  GROUP 


A  itivsioii  of  N'mhftpsicni  \;iiioii:il  Life  Insur.mce  (;oinp.im,  Miiiiu-a|»ilis.  MN  ( noi  ailniitleJ  in  ihc  .Suie  of  New  York),  Tlie  Nonb  Allantic  Ufc  Insurance  Company  of  .America.  Jencho,  N^'  lA  member  of  the  NTOiL  Companies), 


'With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


SO,  WHAT  ELSE  IS  NEW? 


In  eight  days  the  Dow  Jones  dropped  140  points. 

Panic  time?  The  bears  are  out  of  hibernation  and  will 
romp  for  many  months? 

Unlikely.  Calm  down  if  you're  not. 

The  Dow  Jones  went  up  600  points  in  ten  months.  This 
drop  is  hardly  a  wipeout  of  those  swift  and  sizable  gains. 

How  could  there  be  peaks  if  there  were  no  valleys? 


If  you're  an  investor,  stay  that  way. 

*  *  * 

(On  the  Friday  before  the  record-setting  62-point  Dow 
Jones  drop  on  July  7,  Forbes  Editor  Jim  Michaels  comment- 
ed to  us,  "According  to  the  Michaels  signal,  the  stock 
market  has  peaked.  In  the  last  month  three  Forbes  writers 
have  resigned  to  go  to  work  for  Wall  Street  firms.") 


TAX  UNCERTAINTIES  CERTAINLY  DON'T  HELP  ANYONE 


Or  anything. 

Including  the  stock  market. 

The  quicker  the  Senate-ized  tax  reform  bill  is  passed,  the 
better  for  everyone,  for  everything. 

Only  one  really  major  change  should  be  made:  The 
whole  measure  should  take  effect  at  the  first  of  the  year. 


To  have  the  tax  burdens  implemented  six  months  before 
the  tax  reductions  would  be  a  discombobulating  drag  on 
an  economy  that,  in  its  present  state,  hardly  needs  such 
a  heavy  brake. 

The  tax  break  is  what's  called  for. 

Promptly. 


WALL  STREET  LEAKERS:  "WELL,  SHUT  MY  MOUTH!" 


The  lure  of  illegal  loot  by  the  bucketful  for  leakers  and 
inside  traders  has  immensely  diminished  since  the  SEC's 
nailing  of  a  few  Big  Time  crooked  players. 

Just  before  the  recent  announcement  by  May  Depart- 
ment Stores  Co.  of  a  $66-a-share  takeover  bid  for  Associat- 
ed Dry  Goods,  reports  the  Wall  Street  Journal,  "the  stock 
actually  dropped  37.5  cents  to  $46.  After  the  bid  was 
announced,  Associated  Dry  Goods'  stock  jumped  $18,875 
a  share  to  $64,875. 


"It's  'absolutely  unheard  of,'  said  Guy  Wyser-Pratte, 
head  of  arbitrage  for  Prudential-Bache  Securities  Inc. 
'Something  here  has  put  a  big  clamp  on  the  mouths  of 
directors,  lawyers  and  bankers.'  " 

For  the  moment,  anyway,  the  distinct  possibility  of  jail 
has  plugged  leakers,  stayed  the  machinations  of  illegal 
inside  traders. 

Now  that  loose  lips  may  sink  their  ships,  some  button- 
down  Collars  are  buttoned  up. 


NEW  TRACK  RE  WORKING 

Things  are  never  what  they  used  to 
be,  but  being  an  operating  man  was  as 
near  to  a  changeless  requisite  for  rail- 
road CEOs  as  anything  could  be. 

But  the  times  they  are  a-changin'. 

Arnold  McKinnon,  the  new  Boss- 
to-be  (Dec.  31)  of  Norfolk  Southern,  is 
a  marketing  man,  and  that's  a  first. 


ON  THE  RAILROAD 

In  the  turmoiling  times  that  rail- 
roads have  undergone,  operating  men 
who  knew  how  to  perform  surgery  on 
operating  costs  were  vital  to  solvency. 

So  the  change  of  emphasis  to  mar- 
keting side  signals  a  new  tack — er, 
track — for  railroads  that  want  to  stay 
on  track. 


IN  DAYS  OF  OLD  WHEN  SEAPORTS  WERE  ALIVE 


with  sailors  bold,  waterfronts  were  rough  and  tough.  They 
vibrated  with  ships  and  cargo,  seamen  and  stevedores, 
chandlers  and  provisioners,  bars  and  brothels. 

Nice  people  gave  'em  a  wide  berth. 

My,  how  things  have  changed. 


These  days  the  far  fewer  ships  left  give  a  wide  berth  to 
old  ports  such  as  New  York,  Boston,  Baltimore,  San  Fran- 
cisco, et  al.  Rotting  old  piers  and  pilmgs,  abandoned  ware- 
houses, ferry  slips  and  railroad  yards  are  giving  way  to 
flavorful  restaurants,  shops  and  pricey  condos. 


Philadelphia  on 
the  Delaware: 
project  started, 
with  more  to  come 


Baltimore's  rejuve- 
yiated  waterfront: 
cafes,  bouticjues, 
food  emporiums 


WHERE  DID  WALL  STREET  COME  FROM? 

That  is,  the  name  of  the  actual  street  from  which  defense  against  Indian  attacks, 

those  encompassing  words  come.  Would  there  were  such  a  simple  answer  today  for 

It  seems  that  in  the  1650s  the  Dutch  of  New  Amster-  those   seeking   to   defend   themselves   against  being 

dam  had  to  build  a  wall  where  the  street  now  runs  for  scalped. 

DEPARTING  PRESIDENT  JEFFERSON'S  "AGONY  OF  MORTinCATION" 


On  the  Christmas  eve  (1808)  before  his  departure  from 
the  White  House,  Thomas  Jefferson  totted  up  what  he 
owed  around  town  and  was  very  upset  to  learn  his 
remaining  presidential  salary  wouldn't  be  sufficient  to 
pay  up. 

He  asks  his  cousin  in 
Richmond  to  try  to  ar- 
range a  bank  loan  in 
"friendly  negociation  with 
the  bank  of  Richmond,  to 

be  conducted  with  that  —The  Forbes  Magazine  Collection 
degree  of  prudence  &  reserve  which  I  know  you  to 
possess.  If  other  security  than  the  endorser  be  wanting,  it 
shall  be  given,  indeed  I  would  rather  give  real  than 
personal  security,  having  never  in  my  life  had  occasion 
to  ask  any  one  to  be  security,  since  I  have  become 
sensible  of  this  deficit  I  have  been  under  an  agony  of 


mortification,  &.  therefore  must  soUicit  as  much  urgency 
in  the  negociation  as  the  case  will  admit,  my  intervening 
nights  will  be  almost  sleepless,  as  nothing  could  be  more 
distressing  to  me  than  to  leave  debts  here  unpaid,  if 

indeed  I  should  be  permit- 


ted  to  depart  with  them 
unpaid,  of  which  I  am  by 
no  means  certain.  ..." 

Thomas  Jefferson's  need 
was  for  only  short-term 
cash.  But  many  other  Presi- 
dents left  the  White  House  plagued  with  money  problems. 
To  avoid  the  embarrassments  of  poverty-stricken  former 
First  Citizens,  Congress  in  1958  decreed  that  ex- Presidents 
be  paid  a  pension,  which  currently  amounts  to  about 
$80,000  dollars  a  year  plus  benefits  for  the  rest  of  their 
lives,  and  that  former  Presidents'  widows  receive  $20,000. 


THIS  IS  NOT  AN  EXCUSE  TO  GET  HGURES  INTO  FORBES 

hut  to  show  prime  examples 
of  sexy  stretching  that  ends 
up  simply  silly.  Would  you 
want  your  girl  to  buy  a  pan- 
ty  hose  that  made  her  look 
like  all  head? 

And  wouldn't  you  find  it 
off-putting  to  come  home  to 
a  gal  who's  put  on  such  an 
outfit  and  expects  you  to  get 
all  steamed  up  about  the 
lobster? 


B.C.  r~ 

Kamloops 


THE  ONE  THING  THAT  OVERSHADOWS  VANCOUVER'S  EXPO 

IS  the  area  surrounding 
the  city — in  fact,  the 
whole  366,255  square 
miles  of  the  Province  of 
British  Columbia  itself. 

We  cycled  through  a 
majestically  towering 
hunk  of  it,  and  what 
awes  are  the  near  end- 
less miles  of  softly  im- 
posing mountains. 
Around  every  corner 
there  is  a  new  vista, 


( 1 )  MSF  looking  up  at  Leiiui  in  U.S.S.R.  pavilion 


(r)  "Capitalist  Tools" go  down  Expo's  shoot. 


each  different  but  each  somehow  seeming  grander  than 
those  preceding. 

It  is  worth  it,  too,  even  if  you  have  to  paddle  your  own 
canoe  or  row  your  own  boat,  just  to  move  a  bit  out  of 
Vancouver's  harbor  up  toward  the  grand  entrance  to  it. 
You'll  see  an  unbelieveable  bounty  of  beauty  at  the  door- 
step of  a  city  that  radiates  exuberance — with  air  that  is  so 
fresh  and  clean  it  almost  takes  one's  breath  away. 

Even  if  extra  miles  and  extra  time  are  involved,  follow 
this  route  to  Expo  (see  map),  and  I  bet  you  won't  experience 
anywhere  more  uplifting  country. 

This  World's  Fair  itself  is  good  clean  fun.  Long  on 

THE  SWIFTEST  WAY  TO  GET  WHERE 

you're  going  is  oftimes  roundabout. 


spectacular  films  (unfortunately,  long  on  queues,  too). 

There  is  nothing  coldly  monumental  about  Expo.  Its 
sprawl  is  actually  well-contained.  What  you  see  is  fun  to 
see;  what  you  do  is  fun  to  do;  and  what's  to  eat  in  the  many 
places  to  do  it  is  surprisingly  good  and  occasionally  out- 
standing. (See  also  p  110.)  You  will  have  a  great  time.  Go. 

And,  if  you  can,  go  the  route  we  went. 

You  set  out  in  scenery  that  is  indisputably  the  best  in 
our  West — the  Grand  Tetons  and  Yellowstone.  The 
Tetons  are  the  stuff  of  grandeur.  But  when  they're  out  of 
sight,  other  dramatic  mountains  are  not  around  the 
corner,  as  they  are  in  B.C. 

DO  WHAT  TURNS  YOU  ON 

and  you'll  never  be  a  dim  bulb. 


BOOKS 


j;  "And  So  It  Goes"— by  Linda  Eller- 

bee  (G.B.  Putnam's  Sons,  $16.95).  A 

devastating,  hilariously  wry  tale  of 

TV  journalism  by  one  who  was — up 

until  this  book  became  a  bestseller. 

Network  moguls  can  swing  a  bigger 

ax,  though  their  blade  may  be  blunter 

than  brilliant  Linda's  sharp  one.  The 

smartest,  though,  will  net  Linda  and  the  new  fans  by  the 

tens  of  thousands  who  read  this  great  Read. 

Excerpts:  A  senior  White  House  official  made  me  see  what 
the  trouble  was  when  it  came  to  television  and  govern- 
ment. Asked  to  name  the  White  House's  biggest  complaint 
about  the  networks,  he  said,  "They  want  to  run  their  game 
shows  instead  of  our  game  shows."  .  .  .  It  is  said  that  in 
journalism  there  is  no  such  thing  as  a  dumb  question,  only 
dumb  answers.  That  is  wrong.  The  all-time  dumb  televi- 
sion news  question:  "How  do  you  feel  about .  .  .  i"  Fill  in 
the  blank.  How  do  you  feel,  Mr  Arevir,  about  eight  of  your 
nine  children  dying  in  that  firel  How  does  it  feel,  Cindy 
Lou,  to  be  the  only  little  blind  girl  pitching  in  the  major 
leagues^  How  do  you  feel,  Mr.  President,  about  peaces 
Following  the  crash  of  an  airplane  into  the  side  of  a 


mountain,  one  reporter  kept  demanding  to  know  precisely 
what  had  killed  the  111  people.  Finally,  the  medical 
examiner,  fed  up  with  the  reporter's  nonsense,  said,  "Son, 
let  me  put  it  this  way.  The  plane  stopped  and  the  people 
didn't." .  .  .  I  covered  what  happened  when  the  sexual 
purity  of  the  United  States  House  of  Representatives  was 
dragooned  by  a  secretary  who  could  not  type.  Or  spell.  Or 
show  up  for  work.  Her  name  was  Elizabeth  Ray.  His  name 
was  Wayne  Hays.  Neither  of  them  was  doing  what  was 
called  for  in  their  job  descriptions,  and  what  they  were 
doing,  they  were  doing  on  my  time  and  my  dime — and 
yours.  At  last  someone  had  been  paid  for  getting  screwed 
by  the  Congress.  You  had  to  admit  that  was  news. 


Eyewitness    to    Disaster — by 

Dan  Perkes  (W.H.  Smith  Publish- 
ers Inc.,  $12.98).  Two  hundred 
graphically  grim  photos,  and  brief 
but  comprehensive  commentaries 
on  the  who,  how  and  why  of  twen- 
ty-seven disasters  that  stunned 
the  globe.  This  bloody,  chilling 
book  isn't  for  curling  up  with. 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor's  mina.-MSF 


John  to  Don 

If  I  were  Don  Burr  [CEO  of  People 
Express],  I  definitely  would  explore 
merging  with  someone  else.  If  it's  a 
difference  between  going  bankrupt  or 
not,  having  a  merger  partner  looks 
pretty  good. 

If  I  could  go  it  alone,  I  would 
retrench  and  rethink  my  philosophy. 
I'm  sure  he's  got  lots  of  routes  out 
there  that  aren't  profitable.  I  would 
pull  out  of  them  and  sell  the  excess 
aircraft.  I'd  rather  be  a  guerrilla  fight- 
er and  stay  alive  than  have  an  army 
and  be  destroyed. 

—John  W.  Teets,  CEO, 
Greyhound  Corp.,  New  York  Times 

Hotel  War  in  D.C. 

Competition  is  fierce.  It's  war  and 
the  bathroom  is  a  particular  battle- 
front.  Washbasins  groan  with  compli- 
mentary shampoos  and  bath  foams, 
lotions,  potions  and  notions.  You 
have  to  elbow  them  aside  to  wash 
your  hands.  The  TV  is  cleverly  hidden 
somewhere  in  one  of  those  pieces  of 
antique  furniture  in  the  bedroom,  and 
once  you  find  it,  you  give  it  orders 
remotely  while  lolling  on  your  king- 
size  bed.  Close  at  hand  on  the  lamp- 
stand  is  a  panel  worthy  of  the  space 
shuttle  Columbia,  with  dials  or 
switches  for  lights,  draperies,  radio, 
air  conditioning,  and  communication 
with  earth. 

But  in  this  hotel  war,  the  battle  to 
provide  such  amenities  is  a  mere  skir- 
mish compared  to  the  Armageddon 


of  .  .  .  marble.  All  of  central  Italy 
must  be  one  enormous  hole.  There  is 
marble  on  the  elevator  floors,  in  the 
showers,  on  the  walls.  But  it  is  mainly 
in  the  space  that  greets  you  as  you 
enter  the  hotel.  These  marbled  en- 
trance halls  are  each  hotel's  bid  for  a 
piece  in  the  Washington  power  struc- 
ture. Hotel-lobbying,  so  to  speak. 

— Travel  &)  Leisure 

Throwaway 

If  a  trillion  dollars  won't  pay  the 
nation's  bills,  it's  time  to  throw  out 
some  of  the  junk  spending. 

— Wall  Street  Journal  editorial 

Chutzpah  by  the  Pound 

If  chutzpah,  ego  and  insensitivity 
could  be  packaged  and  sold  by  the 
pound,  Howard  Cosell  would  lead  the 
Forbes  400  list. 

Now  that  Cosell  has  at  long  last 
severed  his  ties  with  ABC,  his  trips  to 
the  airwaves  will  be  confined  to  radio 
and  the  inevitable  guest  appearance 
on  TV.  That  said — we  probably  will 
miss  him. 

For  all  his  numerous  faults,  Cosell 
is  an  American  original:  guts  on  TV. 
Would  Frank  Gifford — or  Hugh 
Downs  or  Tom  Brokaw  or  Dan  Rath- 
er— dare  instruct  us  on  the  high  place 
in  American  history  of  the  conscien- 
tious objector? 

When  Cosell  once  complained  to 
Red  Smith  of  the  shortage  of  experts 
in  sports  journalism.  Smith  replied: 
"There's  one  fewer  than  you  think." 


"Forget  it,  Orville,  they  cancelled  our  liability  insurance. 


How  true.  Yet  a  man  who  rises  to  a 
moment  of  great  need,  who  is  willing 
to  say  something  dear  and  good  when 
no  one  else  will  seize  the  dais,  tran- 
scends his  personal  faults  and  our  fre- 
quent disgust  at  his  behavior.  Cosell 
has  often  been  that  man. 

— Media  People 


Once  an  editor  explained 
to  me  that  a  journalist  was 
just  an  out-of-work,  reporter. 
—Linda  Ellerbee.  "And  So  It  Goes' 


Contrary  Opinion 

We  like  the  current  tax  code.  It's  the 
best  money  can  buy.  Chances  are  that 
five  years  from  now,  [Senator  Bob] 
Packwood's  system  will  evolve  back 
to  the  current  tax  system.  Maybe  we 
are  too  cynical,  but  our  hunch  is  that 
after  the  November  elections  (either 
this  year's  congressional  or  1988's 
presidential)  the  27%  tax  rate  will  be 
raised  back  to  50%  in  order  to  raise  the 
tax  revenues  needed  to  reduce  the  fed- 
eral deficit.  Then  we'll  all  hire  lobby- 
ists to  get  back  our  tax  shelters. 

— Dr.  Edward  Yardeni,  senior  vice 
president,  Prudential-Bache 

Securities,  Money  &)  Business  Alert 

That's  Rain? 

Says  Wayne  Thevenot,  a  lobbyist 
for  real  estate  interests,  which,  he  fig- 
ures, stand  to  lose  as  much  as  $60 
billion  [from  tax  reform):  "We're  get- 
ting the  wet-leg  treatment.  That's 
when  somebody  pees  on  your  leg  and 
tries  to  convince  you  it's  raining  and 
he  can't  do  anything  about  it." 

— George  J.  Church,  Time 

Diana's  Song 

The  more  pessimistic  of  the  gossips 
hint  darkly  that  [the  lifestyle]  will 
eventually  prove  to  be  more  than  the 
Princess  of  Wales  can  take — and  that 
one  day  she  will  simply  say,  "The  hell 
with  it"  and  bolt.  To  say  that  such  a 
prospect  is  not  likely  is  to  put  it  mild- 
ly, indeed.  Diana's  devotion  to  her 
children  aside,  the  Waleses  certainly 
don't  act  like  a  couple  in  trouble.  Not 
too  long  ago  Diana  earned  a  stern 
glance  from  the  queen  for  giggling  in 
public  while  "God  Save  the  Queen" 
was  being  played.  Actually  it  was 
Prince  Charles's  fault.  Right  after  the 
band  started  playing,  he  leaned  over 
and  whispered  in  her  ear,  "Darling, 
they're  playing  our  song." 

— Newsweek 
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The  new  Xerox 1050  Marathon  copier. 


The  new  Xerox  1050  Marathon  can  do 
/hat  other  medium  sized  copiers  never 
reamed  of. 

Like  make  time  consuming  chores  a 
reeze.  Say,  for  example,  you're 
opying  a  long  report  and  you 
/ant  the  first  page  of  each  chap 
;r  to  be  on  blue  paper 

Or  you'd  like  to  copy  a  stack  of  com- 
luter  forms  without  having  to  tear  them 
part.  (No  other  mid-sized  copier  can 
landle  this.) 

Or  you  need  to  edit  a  certain 
laragraph  from  the  document  you're 
opying. 

Well,  the  1050  can  perform  all  of  these 
asks  with  the  simple  push  of  a  button. 


TeamXerox 


And  if  you're  not  sure  which  one  to 
push,  the  1050  will  tell  you,  with  a  mes- 
sage on  its  information  screen. 
But  above  all,  we  designed  this  copier 
^  to  be  dependable.  And  it's 
backed  by  the  best  service  and 
support  organization  in  the  busi- 
ness: Team  Xerox. 
Someday  the  competition  will  have  a 
copier  as  capable  as  the  1050.  But  why 
wait  for  a  copy  when  you  can  have  the 
original? 

For  more  information  send  in  the  cou- 
pon, call  your  local  Xerox  sales  office,  or 
Team  Xerox  at 

1-800-TEAM-XRX,  ext.  296. 

(1-800-832-6979,  ext.  296) 


I'd  like  to  learn  more  about  the  Xerox  1050  1 
Marathon,  the  copier  the  competition  will  be 
copying. 

□  Have  a  sales  representative  contact  me. 

□  Send  me  more  information. 

Send  this  coupon  to:  Xerox  Corporation, 
RO.  Box  24.  Rochester,  NY  14692. 


NAMt 

TITLE 

COMPANY 

ADDRESS 

CITY 

STATE 

ZIP 

PHONE 

Or,  if  you  can't  wait, 
call  1-800-TEAM-XRX,  ext.  296. 

(1-800-8.12-6979.  ext.  2%) 
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Relevant  Perspectives  Third  in  a  Series 


Stocks:  Will  The  Market 
Always  BeThis  Accomniodating? 

Equities  are  experiencing  one  of  the  greatest  bull  markets  in  history.  While  a  wonderful  environ- 
ment for  institutional  investors,  it  can  also  create  a  dangerous  complacency. 

With  most  stocks  higher  in  price  today  than  yesterday,  positive  investment  performance  has  come 
easily.  Staying  competitively  superior  in  the  future,  however,  will  require  acting  on  the  best  equity 
research.  Such  research  correctly  predicted  falling  oil  prices,  and  then  determined  when  they  had 
dropped  too  far.  It  also  identified  depressed  tobacco  stock  prices  as  an  overreaction  to  legal  uncertainty, 
highlighted  the  auto  sector  as  significantly  undervalued,  and  anticipated  thrift  and  bank  opportunities. 
First  Boston  was  at  the  forefront  in  providing  each  of  these  viewpoints. 

First  Boston  employs  a  unique  team  approach  in  the  equity  business  that  delivers  results.  Research 
analysts,  sales  people  and  traders  combine  their  perspectives  to  identify  superior  investment  oppor- 
tunities— whether  in  straight  equity  or  equity-linked  securities  in  the  domestic  or  international  arenas. 
Furthermore,  over  90%  of  First  Boston's  analysts  were  cited  on  Institutional  Investor's  latest  "All  America 
Research  Team" — more  than  at  any  other  investment  bank. 

No  matter  how  challenging  your  investment  needs.  First  Boston's  relevant  perspectives  can  provide 
you  with  a  significant  advantage. 

For  more  information  on  how  First  Bostons  approach  to  equity  research  might  be  relevant  to  your 
institution,  call  Alfred  G.  Jackson  at  (212)  909-3087.  Or  send for  our  latest  Monthly  Review  and  Comment, 
or  report  on  Portfolio  Strategy. 

#  First  Boston 

Investment  Bankers 


Fact  and  Comment  11 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


THE  MOST  ENCOURAGING  NEWS  ABOUT  THE  ECONOMY 


is  that  so  many  seers  are  turning  pessimistic  about  it. 

They  are  prophesying  Httle  growth  for  the  remainder  of 
1986  and  for  the  whole  of  1987. 

They  may  be  right  about  this  year — thanks  to  Federal 
Reserve  Chairman  Volcker's  unnecessary  tightfistedness, 
not  to  mention  similar  conduct  by  the  central  banks  and 
finance  ministries  of  Japan  and  Germany. 

What  is  hurting  our  economy — and  theirs — is  deflation. 
The  real  cost  of  credit  is  too  high.  If  credit  were  more 
affordable,  people  could  afford  to  do  more  business  with 
one  another. 

Eventually,  Volcker  will  respond  to  pressures  for  further 
interest-rate  cuts.  The  discoimt-rate  cut  of  a  couple  of 


weeks  ago  was  a  prime  example  of  too  little,  too  late.  This 
obtuse  man  still  genuinely  fears  inflation  is  about  to  spring 
back  from  the  grave.  But  he  also  wants  to  keep  his  job, 
which  comes  up  for  renewal  next  summer.  He's  been  in 
long  enough  to  conclude  that  the  integrity  of  the  Federal 
Reserve  and  hence,  in  his  mind,  the  safety  of  Western 
civilization  would  be  in  jeopardy  without  him.  He'll  tell 
himself  he's  compromising  for  the  greater  good. 

When  Volcker  relents,  Germany  and  Japan  will  do  the 
same — if  only  to  keep  their  currencies  from  rising  even 
more  against  the  dollar. 

The  results  will  confound  the  pessimists.  The  worry 
about  the  economy  will  generate  the  cure. 


ELECTRIFYING  ADVICE 


If  you  haven't  done  so  already,  you  should  seriously 
consider  buying  electric  utility  stocks.  (This  writer  rec- 
ommended such  a  course  five  months  ago,  and  lo  and 
behold,  the  advice  was  right.)  These  equities  are  up  21% 
this  year,  vs.  15%  for  the  market  as  a  whole,  an 
impressive  performance  in  the  face  of  Chernobyl,  adverse 
rate  decisions  in  a  number  of  states,  not  to  mention  New 
York  State's  move  to  euchre  investors  with  a  takeover  of 
Long  Island  Lighting. 

Utilities  will  still  be  generating  a  very  positive  flow  for 
several  reasons. 

Scores  of  these  companies  now  find  themselves  with 
more  cash  than  they  need  for  construction  programs,  and 
the  industry  as  a  whole  will  do  the  same  next  year.  That 
means  higher  dividends — and  higher  stock  prices. 


Contrary  to  what  economists  tell  you,  interest  rates 
will  be  coming  down  even  more.  That,  too,  will  boost 
these  stocks. 

Tax  reform  will  slash  individual  tax  rates,  meaning 
you'll  get  to  keep  more  of  the  dividends.  That  also  will 
push  up  these  equities. 

Utilities  are  not  overpriced.  Their  price/earnings  ratios 
are  behind  the  market  generally.  They  are,  for  instance, 
about  three-fifths  of  industrial  stocks'.  Their  dividend 
yields  are  twice  the  average  equity's. 

With  short-term  rates  so  low  and  going  lower,  corpo- 
rate treasurers  might  consider  parking  company  money 
in  some  of  these  issues,  especially  since  85%  of  the 
dividends  would  be  tax-free.  Electric  utilities  will  contin- 
ue to  light  up  the  market. 


ANOTHER  INVESTMENT  TO  CONSIDER 


is  municipal  bonds. 

Rarely  have  their  yields  been  so  high  relative  to 
taxable  issues.  Long-term  tax-exempts  are  throwing  off 
8%,  which  is  higher  than  the  7'/2%  one  gets  from  taxable 
Treasury  bonds.  Traditionally,  their  yields  are  only  70% 
of  taxable  issues. 

Why  this  extraordinary  disparity?  Tax  reform.  Who 
needs  tax-exempts  when  tax  rates  will  be  so  much 


lower?  Moreover,  bonds  issued  after  1985  may  well  be 
subjected  to  a  minimum  levy. 

But  the  reactions  to  these  tax  changes  are  overdone.  Even  if 
the  top  individual  tax  rate  is  only  27%,  investment-grade 
municipals  are  still  underpriced.  Once  a  tax  bill  is  signed, 
they  will  probably  rise  10%  to  15%  in  price. 

Moreover,  holders  of  munis  will  also  benefit  from  de- 
clining interest  rates.  (For  more  on  munis,  see  p.  127.) 


Financing  as  low  as  6.9% 
on  four  se  ect  Cadillac  models. 


A  great  opportunity  to  buy  one  of  the 
luxury  cars  more  Americans  prefer. 

If  you  act  now,  you  can  get  low  6.9%  Annual 
Percentage  Rate  GMAC  financing  on  your  choice 
of  four  Cadillac  modelsf  Cadillac's  Preferred 
Financing  Program  applies  to  the  contemporary 
Cadillac  de  Ville,  including  the  Fleetwood. 
The  classic  Brougham.  And  even  the  top- 
of-the-line  Eldorado  and  Seville  are  eligible  for 
6.9%  financing. 


The  new  1986  Eldorado  and  Seville. 

For  the  first  time  this  year,  the  Preferred  Financing 
Program  also  includes  the  ultimate  Cadillacs.  The 
totally  redesigned  and  redefined  Eldorado.  And 
Seville,  the  new  essence  of  elegance. 

There's  never  been  a  better  time  to 
become  a  Cadillac  owner. 

With  Cadillac's  Preferred  Financing  Program,  why  wait 
any  longer  for  the  Cadillac  you've  preferred  all  along? 


•Qualified  buyers  must  lake  actual  retail  delivery  from  dealer  stock  by  September  24, 1986.  Dealer  financial  participation  may  affect  consumer  cost.  See  your 
participating  dealer  for  qualification  details.  Other  rates  are  available  and  will  be  higher  as  length  of  contract  increases.  Not  available  where  prohibited  by  law. 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


Low  growth 
lowers  profits 


Watch  out  as 
CCA  hits  the  Dow 


A  question 
of  lags 


CORPORATE  PROHTS  ARE  SLIDING 

Corporate  profit  forecasts  are  being  revised  downward  again  for 
the  second  half  of  this  year  and  for  1987.  Washington  has  also  lowered 
the  broadest  measure  of  corporate  profits  in  1985  by  5%. 

One  reason  is  feeble  economic  growth,  1.1%  GNP  in  the  second 
quarter.  Another  reason  is  the  reformers'  proposal  to  switch  $100 
billion  of  annual  tax  burden  to  corporations. 

This  is  a  significant  shift.  Profits  have  been  running  on  a  respectably 
high  plateau  since  mid-1983  (both  before  and  after  tax).  And  the  broad 
profits  measure,  including  adjustments  for  inventory  values  and  for 
capital  consumption,  has  risen  more  since  early  1983  than  in  any  other 
post- WWII  period.  Now  that  favorable  trend  faces  reversal. 

Remember:  The  Capital  Consumption  Adjustment  (CCA),  reflecting 
accelerated  depreciation,  lopped  $35  billion  in  1984  and  another  $58 
billion  in  1985  from  nonfinancial  corporations'  tax  liability.  Both  the 
House  and  Senate  bills  would  do  away  with  this  stimulus. 

That  boost  to  corporate  cash  flow  is  one  reason  for  the  capital- 
spending  boom.  But,  says  Ed  Yardeni  of  Prudential-Bache,  it  has  also 
encouraged  corporations  to  buy  their  own — and  others' — equities. 

The  fact  is,  says  Yardeni,  in  1984-85  corporate  treasurers  "snapped  up 
$150  billion  of  corporate  equities.  No  other  group  comes  close."  For 
comparison,  the  nation's  pension  funds  typically  account  for  20%  to 
25%  of  all  trading,  or  an  average  of  around  $250  billion  a  year. 

Corporations'  aggressive  buying  has  both  buoyed  the  market  and 
pushed  households,  often  involuntarily,  out  of  equities. 

The  most  important  question,  of  course,  is  what  happens  now?  Accel- 
erated depreciation — and  the  investment  tax  credit — are  under  attack. 
At  some  point  they  will  reduce  the  cash-flow  boost  that  Congress 
handed  out  in  1981-82,  as  well  as  curb  the  corporate  boost  to  Wall 
Street,  which  was  the  last  thing  Washington  intended.  Corporations 
have  already  severely  cut  investment  spending  in  anticipation. 

So  the  quality  of  earnings  could  start  to  deteriorate  soon,  says 
Yardeni,  as  tax  reform  and  depreciation  from  recent  investment  run 
dry.  He  also  points  out  that  many  of  the  recent  investments  were  in 
things  like  computers,  which  have  a  short  depreciation  life. 

Others,  like  Joseph  Duncan,  Dun  &  Bradstreet's  chief  economist,  are 
more  sanguine  about  the  negative  effect  of  tax  reform.  "The  lags  are 
long,  and  it's  mostly  oil  and  gas  investment  that  has  been  hit — so  far," 
he  says. 

A  lot  now  depends  on  when  tax  reform  ends  the  ITC  and  lengthens 
depreciation  periods,  under  the  so-called  transition  rules. 

Down  the  road,  if  the  economy  speeds  up,  there's  good  news  on  profits 
even  after  tax  reform.  U.S.  companies  have  so  squeezed  costs  that  any 
increase  in  output  will  almost  immediately  feed  through  to  the  bottom 
line.  And,  of  course,  the  tax  cuts  to  individuals  will  give  the  economy  a 
boost.  The  point,  though,  is  that  tax  reform  isn't  all  positive. 
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The  Forbes  Index 


I.O.U.  Thanks  to  the  willingness  of  consumers  to  buy 
now  and  pay  later,  the  Forbes  Index  eked  out  a  0.2% 
increase  during  the  latest  reporting  period.  The  Index  was 
given  a  boost  by  a  1%  jump  in  consumer  installment 
credit,  which  now  stands  14.7%  higher  than  it  did  the 
same  time  last  year.  A  0.2%  rise  in  retail  sales  along  with 
a  0.4%  drop  in  new  unemployment  claims  also  pushed  up 


'preliminarv'  trevised 

the  Index  slightly. 

Industrial  production  decreased  by  0.5%  during  June. 
Almost  half  of  the  decrease,  however,  was  related  to 
strikes  affecting  the  output  of  business  equipment,  con- 
struction supplies  and  durable  materials.  New  housing 
starts  fell  2%  from  May  but  were  still  12.2%  higher  than 
they  were  one  year  ago. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements;  Total  m- 
dustrial  production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
insullment  credit. 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  are  presented  at  right. 
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Pleasure  Trip 

Don't  let  radar  spoil  it:  Remember  your  Passport 


Imagine  setting  out  on  a  long  day's 
drive  and  not  ha\  ing  to  worr\'  about 
radar.  Seeing  America  might  be  fun 
again  if  you  didn  't  have  to  watch  it 
unfold  in  the  rearview  mirror 


PASSPORT  means 
low-profile  protection 

PASSPORT  has  exactly  what  the 
vacationing  driver  needs:  advanced 
radar  protection,  yet  none  of  the 
nuisances  you've  come  to  expect 
of  ordinary  radar  detectors. 

The  experts  at  Car  and  Drivei- 
magazine  gave  us  a  rave  review:  "In 
a  word,  the  Passport  is  a  winner." 

Our  customers  agree,  even 
though  we  allow  them  ample  oppor- 
tunity to  do  otherwise.  Ever)  Passport 
is  sold  with  the  promise  that  it  will 
live  up  to  the  customer's  highest 
hopes,  not  just  our  claims.  If  it  doesn't 
satisfy'  within  the  first  30  days,  it  can 
be  sent  back  for  a  full  refund. 

PASSPORT  has  been  on  the 
market  just  over  a  year  and  already 
our  money-back  offer  has  been 
declined  a  quarter  of  a  million  times. 
So  we'll  stand  on  our  record. 


PASSPORT  means 
the  size  of  a  cassette  tape 

PASSPORT  provides  superhetero- 
dyne performance  in  a  package  the 
size  of  a  cassette  tape.  This  miniatur- 
ization is  possible  only  with  SMDs 
(Surface  Mounted  Devices),  micro- 
electronics common  in  ."iatellites  but 
unprecedented  in  radar  detectors. 

All  you  do  is  clip  PASSPORT  to 
your  dashtop,  windshield  or  \  isor, 
plug  it  in,  and  adjust  the  volume.  Upon 
radar  contact,  the  alert  lamp  glows 
and  the  variable  pul.se  audio  begins 
a  slow  warning:  "beep  "  for  X  band 
radar,  "brap"  for  K  band.  Simulta 
neously  a  bar  graph  of  Hewlett- Packard 
LEDs  shows  radar  proximity. 
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As  you  get  closer,  the  pulse 
quickens  and  the  bar  graph  lengthens. 
PASSPORT  watches  tor  radar  so  you 
can  watch  the  rf)ad. 

PASSPORT  comes  with  a  leather 
travel  case  and  everything  necessary 
to  get  you  on  the  road  in  seconds, 
no  matter  what  car  you  drive.  And  one 
nuve  convenience  — we  deliver.  We 
make  PASSPORT  in  our  own  factory 
in  Cincinnati  and  we  .sell  direct  to  you. 

PASSPORT  means 
an  easy  fit  in  your  travel  case 

Call  tc;ll  free.  We'll  answer  your 
questions.  If  you  decide  to  buy, 
we'll  ship  by  L'PS  the  next  business 
day  at  our  expense.  For  $6.00  extra. 
Federal  Express  will  deliver  to  you 
within  two  business  days  of  shipment. 

And  once  again,  we  make  this 
promise:  if  you're  not  satisfied  within 
30  dav  s,  return  PASSPORT  We'll  remind 
your  purchase  and  your  shipping 
costs.  There  are  no  hidden  charges. 
Moreover,  PASSPORT  is  backed  by 
a  one-year  limited  warranty. 

Next  time  you  set  out  on  a  pleas- 
ure trip,  don't  forget  your  PASSPORT. 


$295  (OH  res.  add  $l6.23  fax) 

slightly  hijjhtr  in  Canada 


VISA 
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PASSPORT 
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CaU  ToU  Free  800-543-1608 

Cincinnati  Microwave 
Department  0108 
One  Microwave  Plaza 
Cincinnati,  Ohio  45296-0100 
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It  isn't  that  today's  executive  lacks  informa- 
tion. Far  from  it. 

Fact  is.  you  are  deluged  with  information. 

The  problem,  of  course,  is  getting  through 
it  all.  To  get  at  those  relevant  facts  you  need. 

Fortunately,  there  is  a  solution.  The  Smart 
Desk  equipped  with  an  IBM  graphics  display. 

This  kind  of  Smart  Desk  lets  you  look  at 
easily  understandable  pictures— such  as 
graphs,  charts  and  diagrams— instead  of  thou- 
sands of  words.  As  a  result,  you  spend  less  time 
making  your  way  through  data  and  more  time 
making  decisions. 


What's  more,  with  the  graphics  Smart  Desk 
the  time  you  save  isn't  only  your  own.  For  you 
can  easily  translate  the  information  you  need  to 
share  into  charts,  graphs  and  the  like. 

Case  in  point:  the  business  meeting.  Ac- 
cording to  a  Wharton  School  of  Business  study 
on  the  use  of  overhead  projectors,  time  spent  in 
meetings  can  be  cut  by  some  28%  simply  by 
making  greater  use  of  visuals  such  as  graphics. 

The  Smart  Desk  with  graphics  capabilities 
not  only  makes  it  all  possible,  it  makes  it  all 
painless.  Even  if  you've  never  sat  in  front  of  a 
computer  before. 


The  Smart  Desk  from  IBM 


)eak  faster  than  words 


What  you  see  here  are  some  of  the  many,  many  words  it 
would  take  to  describe  what's  on  the  computer  s  screen.  And 
even  these  aren't  enough.  Here's  what  we  mean.  Sales  began 
on  week  12  with  one  unit  sold.  During  week  13,  four  units 
were  sold.  Week  14,  18  units  sold.  Week  15,  20  units  sold. 
Week  16,  48  units  sold.  Week  17,  42  units  sold.  Week  18,  46 
units  sold.  Week  19,  60  units  sold.  Week  20, 125  units  sold. 
Week  21, 120  units  sold.  Week  22, 146  units  sold.  Week  23, 132 
units  sold.  Week  24, 149  units  sold.  And  week  25, 148  units 
sold.  By  the  end  of  week  15,  an  upward  trend  was  indicated. 
In  order  to  boost  sales  performance  a  three-day  promotion 
was  run,  beginning  at  week  16.  This  promotion  resulted  in 
actually  lower  sales  figures,  as  they  declined  from  48  at 
week  16  to  42  at  week  17,  and  rising  slightly  to  46  at  the  end  of 
week  18.  Following  this  period,  another  upward  trend  began 
with  volumes  up  to  about  125  in  the  next  two  weeks.  How- 
ever, from  that  point  on  sales  became  erratic.  A  study  of 
sales  performance  during  the  last  five  weeks  of  this  period 
indicates  an  approximate  27  unit-per-month  increase  to 
date.  However,  the  erratic  behavior  of  product  sales  (week 
20: 125  units  sold,  week  21: 120  units  sold,  week  22: 146  units 
sold,  week  23: 132,  week  24: 141,  and  week  25: 
148),  coupled  with  the  fact  that  volumes  never 
hit  the  150  unit  sales  point  would  indicate  a 
leveling  off  of  demand.  Compared  to  expected 
normal  sales  ranges,  a  standard  pattern  was  fol- 
lowed with  at  no  point  there  being  any  exceptionally 
good  indications.  On  the  contrary,  during  weeks  18 
and  19,  it  was  about  minus  five  to  minus  ten  against 
the  worst-case  of  53  and  76  respectively.  With  the  exception  of  the  promotional  period 
— during  which  greater  sales  were  achieved,  that  is  sales  that  exceeded  the  normal  sales 
range — sales  were  consistently  toward  the  lower-end  side.  Even  though  sales  did  not  exceed 
normal  sales  upper  limits,  they  were  favorable  from  a  competitive-position  perspective.  After 
the  initial  phase  where  sales  were  one,  four  and  18  for  the  first  three  weeks,  against  three,  six  and  11 
for  the  competition,  we  were  above  the  competitive  levels  consistently.  It  should  also  be  noted  that 
as  our  sales  began  to  flatten,  so  did  the  competition.  In  week  16,  our  sales  were  at  48  units,  while  the 
competitive  product  was  at  18  units.  In  week  17,  we  were  at  42,  while  the  competitor  was  at  28.  In  week 
18.  we  were  at  46,  they  were  at  42.  In  week  19,  we  were  at  60,  while  they  were  at  58.  During  week  20,  we 
were  at  125,  they  were  at  74.  In  week  21,  we  sold  120  units,  they  sold  87.  Week  22,  we  sold  146,  they  sold  94. 
Week  23,  we  sold  132,  they  sold  97.  In  week  24,  we  sold  149  units,  they  sold  %.  In  week  25,  etcetera. 


With  the  IBM  3179  G.  for  example,  you  can 
interact  with  your  company's  mainframe  com- 
puter to  draw  detailed  designs  and  sketches  in 
a  variety  of  colors.  Even  create  foils  and  main- 
tain files  of  pictures  for  presentations. 

There  is  an  IBM  graphics  display  ready  to 
make  almost  any  desk  a  Smart  Desk.  All  with 
the  kind  of  high  resolution  that  makes  for  max- 
imum clarity  and  readability.  And  every  one  is 
backed  by  IBM's  commitment  to  service  and 
support. 

If  speeding  the  flow  of  information  interests 
you,  perhaps  you  should  investigate  a  means 
for  accomplishing  precisely  that. 

The  Smart  Desk. 

One  place  where  graphics  not  only  speak 


faster  than  words,  they  speak  for  themselves. 

To  receive  literature,  call  — — —  — 
1 800  IBM-2468,  Ext.  7,  =  ==  =^ 
or  send  in  this  coupon.  =:  =  '  == 


IBM 

DHM.  Dept.  LZ/7 
101  Paragon  Drive 
Montvale.  NJ  0764.5 

□  Please  send  me  literature  on  the  IBM  graphics  display. 

□  Please  have  an  IBM  marketing  representative  contact  me. 
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Forbes 


Though  still  on  the  drawing  hoards, 
Boeings  new  passenger  jet  is  already  in 
trouble.  No  sweat  on  the  technology,  but 
the  giant  got . . . 

Mugged  by 
$10  oil 


By  Howard  Banks 


Fl  iRST,  PLEASE,  the  applausc.  Boeing, 
after  all,  is  the  only  manufacturer 
making  money  building  passenger  air- 
liners. Since  introducing  its  707  in 
1958,  the  first  commercially  success- 


ful jetliner,  Boeing  has  profitably  pro- 
duced a  succession  of  airplanes  that 
have  become  the  industry  standard. 
More  than  half  the  10,000  jet  airliners 
built  or  on  order  outside  the 
U.S.S.R. — counting  products  from 
Douglas,  Lockheed,  and  all  the  Euro- 
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Frank  Shrontz,  president  and  chief  executive,  the  Boeing  Co 

Heavy  hype  for  the  VDF-powered  7J7,  but  the  market  is  on  hold. 


peans,  including  Europe's  Airbus  In- 
dustrie— are  Boeings. 

But  now,  as  its  stock  trades  near 
another  52-week  high  and  orders  re- 
main healthy  for  its  existing  aircraft, 
there  are  signs  that  the  Seattle-based 
behemoth  is  flying  into  a  large  and 
somewhat  ominous  pocket  of  rough 
air.  Boeing's  big  problem  these  days  is 
the  7J7,  the  project  name  for  its  revo- 
lutionary new  propfan  jet  airliner. 

What's  revolutionary  about  it?  Two 
years  ago  Forbes  (May  7,  l')H4)  report- 
ed that  General  Electric  had  devised  a 
new  propfan  engine  (see  box,  p.  .^2),  the 
so-called  unducted  fan  engine,  or 
UDF.  The  UDF  burns  two-thirds  less 
fuel  than  today's  short-  to  medium- 
range  airliners  (such  as  the  727)  and 
one-third  less  than  even  the  latest  tur- 
bofan-powered  designs,  like  the  Air- 
bus Industrie  A320.  In  an  industry 
where  fuel  costs  have  been  as  high  as 
30%  of  operating  costs,  a  spacious, 
fuel-chintzy  jet  scheduled  for  flight  in 
the  1990s  would  seem  to  be  a  sure 
winner.  Premature  happy  talk  is  total- 
ly out  of  character  for  Boeing,  yet  the 
company,  normally  shy  about  proj- 
ects in  development,  has  been  touting 
the  7f7  as  though  it  were  about  to  be 
launched. 

Technically,  the  project  is  flying 
smoothly.  GE's  experimental  UDF 
engine  has  handily  passed  its  ground 
tests.  It  is  expected  to  fly  for  the  first 
time,  as  planned,  later  this  month, 
replacing  the  right-side  engine  on  a 
Boeing  727  test  aircraft. 

The  glitch,  however,  is  Saudi  Ara- 
bia. A  by-blow  of  the  kingdom's  deci- 
sion to  pump  more  crude  and  drive 
down  oil  prices  is  that  U.S.  airlines 
are  now  paying  as  little  as  55  cents  a 
gallon,  down  from  $1.20  a  gallon  for 
fuel  in  1983.  Fuel-saving  is  no  longer 
an  imperative. 

Most  past  predictions  about  fuel 
prices  have  been  dead  wrong,  but  peo- 
ple are  still  making  such  predictions 
and  still  acting  upon  them.  The  pre- 
dictions right  now  are  that  oil  prices 
will  r'emain  low.  Why,  therefore,  buy 
planes  whose  chief  virtue  is  that  they 
use  fuel  sparingly? 

Fuel  at  recent  prices,  for  example,  is 
about  12%  of  the  direct  operating  cost 
of  the  new  Airbus  A320.  Cutting  that 
by  one-third,  or  another  4%,  as  the 
Boeing  promises,  does  not  now  im- 
press airline  purchasing  executives  as 
a  reason  to  make  major  capital  com- 
mitments. In  the  past  they  have  de- 
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They  like  it  with  two  aisles. 


manded  around  10%  operating  cost 

savings  before  springing  for  a  new 

type  of  airliner. 
American  Airlines  Chairman  Rob- 
I   ert  Crandall,  for  example,  says  that 
I   with  today's  fuel  prices,  he  will  not 

order  a  single  new  propfan  by  1991. 


"All-new  aircraft  today  are  neither 
faster  nor  cheaper  per  seat — as  used  to 
happen  with  each  new  generation," 
he  explains.  "Airlines  can't  afford  to 
buy  new  aircraft  to  replace  existing 
ones,  they  can  afford  to  buy  only  to 
meet  growth."  Thanks  to  improved 


inspection  and  maintenance  tech- 
niques, today's  aircraft  last  far  longer 
anyway.  Crandall  says  that  American 
will  probably  be  operating  every  one 
of  its  existing  727s  beyond  the  end  of 
the  decade,  though  some  will  then  be 
25  years  old  or  more. 

Which  is  not  good  news  for  the  7J7. 
Boeing  will  have  to  pour  between  $4 
billion  and  $5  billion  into  the  new 
propfan,  plus  $1  billion  or  so  from  GE 
for  the  engine.  It's  betting  that  it  can 
still  grab  a  significant  chunk  of  the 
short-to-medium-range,  1 50-to- 1 60- 
seat  jetliner  market,  expected  to  be 
worth  $70  billion  or  so  in  sales  (at 
1986  prices)  by  2000.  But  there  is 
competition  in  that  market:  McDon- 
nell Douglas,  with  its  MD-80,  an  up- 
dated DC-9  that  sells  for  around  $23 
million;  and  Airbus  Industrie's  A320, 
an  all-new  design,  using  the  latest 
(but  conventional)  turbofans,  which 
costs  around  $30  million. 

Boeing  is  already  losing  market 
share  to  these  two  competitors  as  a 
result  of  a  tactical  decision  it  made. 
Two  years  ago,  in  a  radical  departure 
from  its  traditional  marketing  strate- 
gy, Boeing  chose  to  leave  a  hole  in  its 
new  product  line.  It  decided  not  to 
build  an  all-new  aircraft  to  compete 
immediately  with  the  MD-80  or  the 
A320.  The  company  calculated  that, 
using  similar  engines  and  aerodynam- 
ics, it  could  not  do  better  than  a  "me- 
too"  Airbus  A320.  But  with  GE's 
UDF,  there  was  a  way  to  build  a  very 
different  kind  of  plane  offering  sub- 
stantial fuel  savings.  Boeing  figured  it 
would  leapfrog  the  competition  with 
the  new  engine  and  some  spiffy  tech- 
nological changes  that  it  would  allow 
in  aircraft  design.  In  the  meantime, 
Boeing  is  relying  on  selling  various 
versions  of  its  existing,  medium- 
range  737  (costing  around  $28  mil- 
lion). This  effort  has  been  successful, 
and  that  line  is  now  sold  out  through 
early  1988. 

Are  they  nervous  in  Seattle?  Believe 
it.  Boeing  is  out  frantically  hard-sell- 
ing the  7J7,  trying  to  convince  indif- 
ferent airline  executives  like  Crandall 
that  the  new  jetliner  is  nearly  off  the 
ground  and,  in  any  case,  worth  wait- 
ing for.  Led  by  its  hard-driving  vice 
president,  James  Johnson,  42,  the  7J7 
task  force  is  already  dreaming  up  pre- 
cise dates  for  when  they'll  "fix"  the 
fuselage  diameter  (mid-December, 
and  it  might,  they  say,  have  two 
aisles). 

Which  is  not  the  way  Boeing  used 
to  do  business.  Traditionally,  it  has 
made  an  art  form  of  quietly  consult- 
ing with  the  airlines  until  it  has  a 
design  with  broad  appeal.  The  medi- 
um-to-long-range, 250-seat  767  was  in 
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The  new  engine:  cleared  for  takeoff 


The  expected  four-to-five- 
ycar  delay  in  the  propfan 
project  is  all  economics;  the 
technology  is  ready  to  go.  Gen- 
eral Electric's  unducted  fan 
engine  has  come  through  its 
test  program  even  better  than 
expected.  The  prototype  en- 
gine at  GE's  test  facility  in  the 
wooded  hills  near  Peebles, 
Ohio  has  already  beaten  the 
world  fuel  economy  record  for 
jet  engines,  burning  no  more 
fuel  than  a  diesel  engine.  And 
the  noise  at  takeoff  power  on 
the  test  stand — sounding  mid- 
way between  a  jet  and  a  turbo- 
prop at  half-throttle— con- 
firms wind-tunnel  predictions 
that  the  engine,  while  not  quieter  than  today's  turbo- 
fans,  will  not  be  significantly  louder. 

Even  the  failures  that  are  a  normal  part  of  a  new 
design  have  been  benign.  Collapse  of  an  early  fan  blade 
produced  much  less  vibration  than  such  a  thing  would 
on  today's  engines.  Because  the  blades  contrarotate, 
their  speed  is  effectively  halved.  And  fears  of  blades 
flying  off  because  of,  say,  a  bird  strike  seem  to  have 
been  exaggerated.  "So  far,  there  are  no  showstoppers," 
says  Bruce  Gordon,  GE  program  manager.  Development 
costs  have  been  kept  to  a  low  $  130  million  by  fitting  the 
test  engine  with  the  already  available  GE  F404  fighter 
engine.  Now  it's  on  to  flight-test — first  on  a  Boeing  727 


(itnicml  Electric's  UDF propfan 
Passing  its  tests  with  hardly  a  glitch. 


m  August  and  next  year  on  a 
McDonnell  Douglas  xMD-80. 

A  new  engine  as  significant- 
ly different  as  this  propfan  has 
a  greater  effect  on  aircraft  de- 
sign than  just  the  fuel-saving. 
Less  fuel  to  carry  means  the 
airplane's  structure  can  be 
lighter,  which  reduces  fiael 
burn  once  again.  This,  plus  the 
latest  aerodynamics  and  a 
greater  use  of  new  aluminum- 
lithium  alloys  and  plastics, 
should  produce  a  much  more 
compact  airframe.  And  that 
also  allows  Boeing's  engineers 
to  consider  twin  aisles  for  a 
727-size  plane — adding  pas- 
senger appeal  and  speeding 
passenger-loading  turnarounds  at  airports — even 
though  it  will  add  back  2%  to  3%  fuel  bum  because  of 
the  less  sleek  ("Fat  Albert")  shape. 

What's  clear  from  the  tests  is  that  a  UDF  propfan  or 
some  other  version  of  it  will  be  adopted  by  new  passen- 
ger-fleet buyers  once  fuel  costs  rise  again.  Pratt  8k 
Whitney  (a  division  of  United  Technologies),  Allison  (a 
division  of  GM)  and  also  Rolls-Royce  are  working  on 
their  own  versions.  "We've  precipitated  a  whole  lot  of 
new  ideas,"  says  GE's  Brian  Rowe.  "Frankly,  I  don't 
know  yet  whether  the  UDF  will  be  precisely  the  right 
solution."  But  whatever  turns  out  to  be  precisely  right, 
he  says,  "We'll  be  ready  when  the  market  is." — H.B. 


the  works  ten  years  before  it  was  fi- 
nally launched. 

"I  would  like  to  think  we  are  as 
market-driven  today  as  in  the  past," 
says  Frank  Shrontz,  54,  president  of 
the  Boeing  Co.  since  February  1985, 
chief  executive  officer  since  this 
April,  and  with  Boeing  since  1958.  But 
he  has  not  convinced  a  lot  of  people. 
Now  even  many  of  the  company's 
fans  say  that  its  newfound  taste  for 
making  big  claims  risks  tamishing  its 
reputation  as  a  conservative  outfit 
that  delivers  what  it  promises,  on 
time,  free  of  bull. 

"We're  walking  a  fine  line,"  admits 
Shrontz.  The  company  needs  to  keep 
enthusiasm  high  for  the  7J7  inside  the 
company  as  well  as  outside,  because  it 
has  handed  its  development  task  force 
some  tough  cost-cutting  targets  for 
the  new  plane.  It  is  part  of  a  two-year- 
old,  companywide  program  to  wring 
20%  out  of  its  costs.  "I  wouldn't  say 
we're  all  the  way  there  yet,  but  we're 
well  on  the  way,"  says  Boeing  Com- 
mercial Airplane  Co.  President  Dean 
Thornton. 

For  the  7J7  to  sell,  the  company 
believes  it  must  be  priced  at  just  over 
$27  million  in  today's  dollars.  That's 


a  bit  cheaper  than  today's  compara- 
ble-capacity 737,  which  was  devel- 
oped with  cheaper  dollars. 

Certainly  Boeing  has  been  doing 
fine  in  other  areas  of  its  civil  aircraft 
order  book.  Sales  of  its  twin-engine 
767  and  180-seat,  medium-range  757 
are  slow,  but  the  new  Jumbo  is  doing 
splendidly.  This  747-400  has  turned- 
up  wingtips  that  reduce  drag,  a 
stretched  upper  deck  and  the  astound- 
ing ability  to  fly  from  Los  Angeles  to 
Sydney,  Australia  nonstop  carrying 
412  people.  Orders  have  been  flowing 
freely  for  the  747-400,  including  $3.3 
billion  from  Singapore  Airlines,  for 
instance.  The  company's  overall 
backlog  now  stands  at  710  aircraft, 
against  403  this  time  last  year. 

"We  are  continuing  to  book  airliner 
sales  at  a  somewhat  faster  pace  than  I 
would  have  predicted  at  the  beginning 
of  the  year,"  says  Shrontz.  But  he 
warns  that  competition  remains  in- 
tense and  margins  are  being  squeezed. 
In  1985,  on  commercial  aircraft  reve- 
nues of  $8  billion,  Boeing  made  an 
operating  profit  of  $317  million,  or 
4.7%.  That  was  a  good  year  (see  chart, 
p.  31)  and  helped  push  Boeing  stock 
well  over  60. 


Mark  this,  however:  Previously, 
Boeing's  stock  split  when  it  consis- 
tently has  been  above  50  to  55.  But  it 
probably  won't  this  time,  because 
Shrontz  is  concerned  that  his  feast  of 
orders  will  abruptly  turn  to  famine  in 
this  cyclical  business. 

Other  cautionary  notes  feed  that 
view.  The  military  business  produces 
better  margins  than  building  airliners 
(an  8%  operating  profit  last  year  for 
Boeing,  on  revenues  of  $4  billion).  But 
Shrontz  realistically  points  out  that 
budget  constraints  loom  over  defense 
spending.  Some  existing  military  pro- 
grams are  winding  down — such  as  its 
contract  for  ordinary  cruise  missiles. 
(It  lost  the  stealth  cruise  missile  con- 
tract to  General  Dynamics.) 

Boeing's  best  prospects  are  with 
new  programs,  which  are  the  most 
vulnerable  to  budget-imposed  delay 
or  cancelation.  And  these  new  pro- 
grams will  have  to  be  shared,  a  Penta- 
gon fad  to  try  to  get  more  for  its  dollar, 
with  all  that  implies  for  shared  reve- 
nues and  diluted  profits. 

One  such  program  is  the  $45  billion 
Advanced  Tactical  Fighter,  or  ATF. 
Boeing  plans  to  join  General  Dynam- 
ics and  Lockheed  in  a  head-to-head 


battle  with  McDonnell  Douglas  and 
Northrop.  Each  partnership  will  build 
two  copies  of  its  prototype  design  (one 
copy  to  use  Pratt  &.  Whitney's  and  one 
GE's  new  fighter  engines),  and  the 
prototypes  will  fight  it  out  in  the  air. 
In  another  case  Boeing's  Vertol  heli- 
copter division  has  teamed  with  Bell 
to  build  a  tilt-rotor  device  halfway 
between  chopper  and  plane  for  the 
Marines  (see p. 103)- 

"We  have  always  been  proud  in  the 
past  of  what  we  could  do  alone.  But 
the  world  is  changing,"  says  Shrontz. 
Mighty  Boeing  is  having  to  learn  to 
live  with  partners.  Half  the  7J7  proj- 
ect, for  instance,  is  being  developed 
with  the  Japanese  and  other  risk-shar- 
ing partners.  "We've  got  to  learn  that 
we  aren't  going  to  have  it  all  our  own 
way,  we  have  to  do  some  compromis- 
ing," says  Shrontz.  Boeing  is  scram- 
bling for  fresh  business  these  days.  It 
is  even  willing  to  take  in  subcontract- 
ing work. 

Another  sign  of  the  times  is  that 
acquisitions  are  now  in  the  cards. 
Boeing  bid  for  Hughes  Aircraft  two 
years  ago  but  lost  to  General  Motors, 
partly  because  freewheeling  Hughes 
managers,  who  for  years  acted  like 
owners,  didn't  want  to  operate  under 
Boeing's  tighter  style.  Last  year 
Boeing  picked  up  De  Havilland  of 
Canada,  a  maker  of  small  turboprop 
commuter  aircraft.  DHC  fits  well, 
now  that  major  airlines  are  concerned 
about  controlling  their  "feed"  traffic. 
If  its  costs  can  be  cut,  says  Richard 
Albrecht,  an  executive  vice  president 
at  Boeing  Commercial  Airplane  Co., 
then  DHC  will  get  more  Boeing  and 
other  subcontract  work. 

Having  missed  the  Hughes  boat, 
Boeing  created  its  own  electronics 
company,  with  4,800  people  and  ris- 
ing. Not  to  make  chips  but  to  create 
electronics  packages  that,  these  days, 
are  the  key  to  aircraft  and  weapons. 
(That's  why  Lockheed  has  purchased 
Sanders  Associates.) 

Obviously,  for  all  the  strains  and 
questions,  Boeing  is  not  going  broke 
anytime  soon.  Its  financial  position 
remains  excellent,  ending  1985  with 
$3.2  billion  in  cash  and  only  $50  mil- 
lion in  debt.  The  cash  is  up  from  $1.6 
billion  and  the  debt  is  down  from 
$583  million  a  year  earlier. 

All  of  which  gives  Shrontz — who  is 
only  Boeing's  third  chief  executive 
since  World  War  II — a  nice  cushion. 
Says  he:  "We  need  those  resources  to 
be  competitive."  He  adds  quietly: 
"This  high-risk  business  can  turn 
down  as  fast  as  it  sometimes  turns 
up."  With  the  7J7,  at  least,  business 
will  be  turning  down  a  good  bit  before 
it  turns  up.  ■ 


With  "Big  Bang'  nearly  three  months 
away,  London  s  major  financial  players 
are  already  as  nervous  as  cats. 


Nerves,  nerves, 
nerves 


By  Edwin  A.  Finn  Jr. 

UNTIL  RECENTLY  people  tended 
to  go  for  a  simple  virility  test: 
Either  you  were  buying  other 
firms,  or  you  were  out  of  the  contest." 
Sir  Adam  Ridley,  a  director  of  Ham- 
bros  Bank,  isn't  talking  about  merger 
mania  in  the  U.S.  He's  talkmg  about 
the  frantic  scurrying  for  position 
among  London  investment  outfits  as 
Britain's  financial  center  prepares  for 
deregulation  and  the  opening  of  its 
traditional  market  to  foreign  firms. 

Right  now  the  field  splits  into  three 
camps:  heavily  capitalized  foreign 
firms  such  as  Merrill  Lynch  and  No- 
mura Securities;  U.K.  firms  like  Mor- 
gan Grenfell,  which  are  aggressively 
gearing  up  to  meet  the  foreigners  in 
many  markets;  and  last,  the  U.K.'s 
smaller  players,  many  of  which  refuse 
to  lose  their  cool  over  what  London 
calls  Big  Bang.  Sir  Adam's  Hambros 
itself  is  in  the  third  camp. 

Big  Bang  is  scheduled  for  Oct.  27, 
the  day  fixed  commissions  end  and 
foreign  firms  are  allowed  to  join  the 
London  Stock  Exchange. 


When  deregulation  took  hold  on 
Wall  Street,  the  smaller  firms  mostly 
disappeared  and  the  ones  with  big  cap- 
ital survived.  Even  Kleinwort  Benson 
Ltd.,  one  of  the  U.K.'s  best-capitalized 
houses,  has  only  about  one-eighth  the 
capital  of  Merrill  Lynch  ($2.7  billion) 
and  one-fourteenth  the  capital  of  No- 
mura ($4.6  billion).  Hence  the  urge  to 
merge  in  London. 

Not  surprisingly,  a  lot  of  people  are 
nervous  about  their  jobs.  True,  sign- 
ing bonuses  reach  $2  million  for  top 
positions.  But  many  jobs,  and  many 
firms  for  that  matter,  are  likely  to  be 
merged  out  of  existence  in  Big  Bang's 
aftermath.  "A  lot  of  people  will  find 
they've  gotten  themselves  into  com- 
panies that  don't  do  very  well,"  warns 
headhunter  Abram  Claude  Jr.,  execu- 
tive director  of  Russell  Reynolds  As- 
sociates. Claude  recalls  that  after 
Wall  Street's  deregulation  on  May 
Day  1975,  many  good  old  boys  found 
themselves  "flipping  hamburgers." 

Tremors  can  be  felt  already,  partic- 
ularly in  the  capital-intensive  market 
for  British  government  bonds,  or  gilts. 
Although  two  major  firms  have  tradi- 
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Truism:  Japanese  executives 
rarely  jump  ship.  Once  signed 
aboard  a  firm  they  stay  there  the 
rest  of  their  careers.  Fact:  Plenty  of 
Japanese  are  changing  jobs  these 
days  in  the  investment  business. 
Big  U.S.  and  European  securities 
firms  are  falling  over  one  another 
to  lure  Japanese  from  blue-chip 
brokerages  like  Nomura  and 
Daiwa. 

With  Japan's  market  deregula- 
tion and  growing  financial  clout, 
major  non-Japanese  brokerages 
want  to  get  in  on  the  lucrative 
business  of  selling  stocks  and 
bonds  in  Tokyo.  "Their  appetite 
for  people  who  understand  Japan  is 
insatiable/'  says  one  executive  recruiter. 

Defections  are  mounting.  "This  wouldn't  have  hap- 
pened even  a  few  years  ago.  The  younger  generation  in 
Japan  is  different;  they're  lookmg  for  a  challenge,"  says 
Kunio  Tsunashima,  executive  director  in  the  Tokyo 
office  of  Russell  Reynolds  Associates. 

Japan's  younger  generation  is  also  looking  for  a  fatter 
paycheck.  Top  Japanese  traders  can  increase  their  sala- 
ries as  much  as  fivefold  by  switching  to  a  U.S.  or 
European  firm.  Annual  pay  can  reach  Si  million. 

A  typical  example  is  26-year-old  Seiji  Himuro,  a  yen- 
bond  trader  with  Daiwa  who  moved  to  Salomon  Broth- 
ers in  May.  During  his  two  years  with  Daiwa  in  New 
York,  he  would  work  long  hours  on  Wall  Street  and 


SaUjnion  's  Seiji  Uimiiro  in  Tok)'0 
More  money, freedom  to  argue 


then  stay  up  overnight  once  a  week 
to  keep  trading  in  Tokyo.  All  this 
for  about  $80,000  a  year.  By  mov- 
ing to  Salomon,  he  roughly  tripled 
his  salary.  "No  one  could  believe 
how  little  I  was  makmg  .  .  .  and  I 
felt  Daiwa  didn't  appreciate  my 
overnight  work,"  he  explains. 

There's  more  than  compensa- 
tion at  issue.  "In  Japan  it's  easy  to 
spend  your  whole  life  working  for 
one  firm.  Everything  is  guaranteed. 
I  wanted  to  try  another  way  of  liv- 
ing," says  Himuro. 

Now  based  in  Salomon's  rapidly 
expanding  Tokyo  office,  Himuro 
says  he  argues  daily  with  his  supe- 
riors about  what  positions  to  take 
in  the  yen-bond  market.  It's  a  kind  of  frank  exchange 
that  he  never  had  in  the  strict  hierarchical  environment 
of  Japanese  firms.  "The  atmosphere  is  very  free  here," 
he  says. 

Counting  both  Tokyo  and  New  York,  perhaps  150 
traders  and  salesmen  have  switched  to  non-Japanese 
firms.  The  trend  is  under  way  in  heavy  industry  and 
electronics  as  well  as  in  finance. 

Japan's  emerging  "me  generation"  has  Japanese  man- 
agers worried.  Top  firms  are  already  designing  incentive 
programs  to  placate  their  restless  stars,  but  they  do  so 
almost  reluctantly.  The  whole  thing  suggests  an  ero- 
sion of  the  fierce  company  loyalties  that  made  Japan 
this  decade's  economic  success  story. — E.A.F. 


tionally  run  the  gilts  market,  another 
26  last  summer  announced  plans  to 
join.  But  such  is  the  nervousness  that 
BankAmerica  Corp.  has  since  decided 
to  back  off.  The  prospect  of  stiff  com- 
petition could  scare  more  firms  away. 
"When  they've  got  to  start  putting 
their  capital  forward,  others  will  pull 
back,"  says  Robin  Fox,  vice  chairman 
at  Kleinwort  Benson. 
Barclays  Bank  recently  squeezed  1 5 


people  out  of  its  newly  acquired  secu- 
rities arm,  de  Zoete  Wedd.  "That's  a 
departure  from  the  way  things  have 
always  been  done  in  London,"  says  a 
trader  at  a  British  brokerage.  "Short  of 
malfeasance,  people  could  always 
count  on  keeping  their  jobs." 

A  good  number  of  hot  British  in- 
vestment types  have  happily  signed 
with  the  U.S.  invaders  for  huge  bonus- 
es. But  some  of  them,  finding  them- 


selves in  performance-oriented  pres- 
sure cookers,  are  suffering  culture 
shock.  "People  have  totally  underesti- 
mated the  differences  in  style  and 
ethos.  They've  really  been  naive," 
says  British  headhunter  Somerset 
Gibbs.  He  estimates  that  as  many  as 
20%  of  the  City's  job-jumpers  have 
left  high-paid  perches,  often  to  return 
to  the  more  hospitable  environment 
of  smaller  British  firms. 

On  this  merry-go-round,  firms  like 
Schroders  Pic.  are  gaining  new  recog- 
nition for  their  limited  aspirations.  "I 
think  we'll  be  able  to  compete  head- 
on  [against  large  foreign  firms],  but 
not  in  all  areas,"  says  Winfried  Bis- 
choff,  Schroders'  chief  executive.  Bis- 
choff  intends  to  steer  clear  of  being  a 
primary  dealer  in  the  gilts  market — it 
takes  too  much  capital  for  too  small  a 
return.  Instead,  he'll  concentrate  on 
venture  capital,  leveraged  buyouts, 
investment  management  and  equi- 
ties. Such  strategies  seem  smarter  by 
the  day.  "Now  we  may  be  poised  for 
some  rerating  of  niche  players  like 
Schroders,  Cazenove  and  Hill 
Samuel,"  says  Sir  Adam  of  Hambros. 

In  high  finance,  as  in  baseball,  it 
ain't  over  till  it's  over.  ■ 
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Motorola  Chairman  Robert  Galtnn 

Taking  the  high  and  the  low  roads  in  semiconductors. 


Mului-I  I.  Ahr 


The  Japanese  and  Koreans  threw  a  bad 
scare  into  Motorola's  semiconductor  busi- 
ness. But  now,  number  three  in  the  worlds 
silicon  patch  is . . . 


Back  in 
the  chips 


By  Barry  Sta¥ro 


WHILE  U.S.  chipmakers  like 
Intel  and  Advanced  Micro 
Devices  are  still  racking  up 
losses,  Chicago's  Motorola  has  al- 
ready turned  the  profit  comer. 

Motorola,  Inc.  is  the  world's  third- 
biggest  semiconductor  supplier  after 
Japan's  NEC  Corp.  and  Texas  Instru- 
ments. Motorola  did  not  escape  the 
ravages  of  price-slashing  last  year  by 
the  Japanese  and  Koreans  on  so-called 
commodity  semiconductor  chips — 
the  cheapest,  mass-produced  variety. 
Motorola's  semiconductor  group 
(about  30%  of  company  sales)  showed 
a  $38  milUon  operating  loss  on  $1.7 
billion  sales,  after  a  record  operating 
profit  of  $373  million  on  $2.2  billion 


sales  in  1984.  As  a  result,  Motorola's 
profits  sank  to  a  dismal  $72  million, 
or  61  cents  per  share. 

Yet  a  good  many  analysts  have  put 
Motorola,  trading  recently  at  34,  back 
on  their  buy  lists.  Here's  why: 

In  the  first  six  months  of  this  year 
Motorola's  semiconductor  group  was 
in  the  black,  and  with  new  orders  up 
63%  in  the  second  quarter,  analysts 
think  the  chip  group  can  turn  a  $  1 00 
million  operating  profit  in  1986. 

Why  was  Motorola  the  first  big  U.S. 
semiconductor  maker  to  tum  a  profit 
this  year?  Partly  because  only  25%  of 
Motorola's  chip  business  is  in  the 
flagging  computer  industry;  other 
American  chipmakers  count  on 
around  40% .  Motorola's  customer  list 
is  diversified.  It  also  serves  communi- 


cations, autos  and  the  military, 
among  others. 

Moreover,  last  year's  red  ink  exer- 
cised a  disciplinary  influence  on  the 
whole  company.  Chairman  Robert 
Galvin,  63,  son  of  the  company's 
founder,  has  trimmed  8,500  from  his 
45,000-strong  semiconductor  work 
force  in  the  past  two  years.  And  when 
the  64K  DRAM  memory  chips — one 
of  those  commodity  types — sank  to  as 
low  as  50  cents  a  chip,  Galvin  pulled 
out  of  that  market. 

Galvin  has  become  a  pro  at  spotting 
and  discarding  his  losers.  He  pulled 
Motorola  out  of  color  TVs  in  the 
1970s,  and  car  radios  in  the  1980s. 
Apparently  1985  made  him  a  bit 
jumpy,  too,  about  his  entire  silicon 
chip  line.  Last  winter  Motorola's  legal 
department  looked  into  possible  anti- 
trust problems  that  might  occur  if 
Motorola  merged  its  semiconductor 
division  with  Japan's  Toshiba.  Noth- 
ing came  of  that  idea,  but  the  incident 
proves  that  Galvin  is  far  from  being 
rigid  in  his  thinking. 

Getting  out  of  semiconductors  en- 
tirely is,  however,  one  course  that 
Motorola  could  not  even  consider. 
"Motorola  has  to  be  in  the  semicon- 
ductor business  if  we're  going  to  be  a 
long-term  success  in  communica- 
tions, automotive  electronics,  com- 
puters and  portable  data  carriers,"  in- 
sists Doug  Powell,  vice  president  and 
director  of  strategic  marketing  in 
semiconductors. 

For  semiconductors  are  at  the  heart 
of  everything  Motorola  does.  Fully 
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40%  of  Motorola's  sales  are  from 
communications  equipment.  The 
company,  for  example,  dominates  the 
two-way  radio  market  for  fire  and  po- 
lice departments.  It  now  has  a  hot- 
selling  line  of  pagers,  including  one 
the  size  of  a  fountain  pen. 

Motorola  sells  portable  display  ter- 
minals that  IBM's  field  service  team 
carries  to  order  parts  and  to  stay  in 
touch  with  the  home  office.  All  these 
products,  plus  Motorola's  military 
and  automotive  electronics  gear,  are 
loaded  with  semiconductors. 

Motorola  is  also  strong  in  the  low- 
tech  end  of  the  chip  business,  where  it 
picks  up  a  predictable  $560  million  a 
year  in  sales  and  has  the  leading  world 
market  share.  These  products  are 
called  discrete  semiconductors;  tran- 
sistors, diodes  and  rectifiers  that  are 
still  essential  in  a  lot  of  computer, 
automobile  and  medical  equipment. 

But  the  company  produces  profits, 
too,  at  the  luxury  end.  Motorola  has  a 
bestseller  in  its  32-bit  microproces- 
sor, with  200,000  transistors  squeezed 
onto  a  silicon  chip  '/K-inch  square.  It 
has  the  computing  power  of  a  main- 
frame, yet  the  chip  fits  into  a  desktop 
computer.  Motorola's  32-bit  micro- 
processor is  used  by  Honeywell, 
NCR,  Sperry  and  Hewlett-Packard  in 
their  computers,  in  robotics  equip- 
ment made  by  Allen-Bradley  and  in 
telecommunications  gear  put  out  by 
Siemens  and  Northern  Telecom. 

Motorola  is  pushing  hard  into  ap- 
plication-specific integrated  circuits 
(ASIC),  or  custom  chips.  Now  Mo- 
torola can  take  a  semifinished  chip 
and  custom-design  the  last  portion  of 
it  to  suit  a  customer's  exact  needs. 
The  ASIC  market,  18%  of  the  semi- 
conductor industry's  sales  today,  is 
expected  to  hit  35%  by  1990.  "The 
advantage  here  is  that  the  Japanese 
and  Koreans  will  not  be  able  to  dom- 
inate ASICs.  They  do  not  have  close 
customer  relationships  in  the  U.S.," 
says  )ulian  Menear,  an  analyst  at 
Pershing  &  Co. 

Of  course,  there  is  no  sure  shelter  in 
semiconductors.  The  Japanese  are  try- 
ing to  chip  away  at  the  market  for 
custom  chips  by  building  design 
plants  in  the  U.S.  To  counter  this. 
Motorola  keeps  hunting  new  silicon 
chip  markets. 

Automotive  electronics  appears 
particularly  promising.  The  big  three 
carmakers  are  already  buying  various 
Motorola  chips  and  sensors  for  dash- 
board gauges,  fuel-control  devices  and 
climate-control  thermostats.  There's 
about  $50  worth  of  semiconductors  in 
the  average  new  car,  and  with  more 
electronics  coming,  such  as  antiskid 
brakes  and  fiber-optic  wiring,  that 


should  double  by  1990. 

Another  opportunity  should  be 
"smart  credit  cards,"  with  a  chip  em- 
bedded in  the  plastic.  Stores  will  be 
able  to  check  their  customers'  current 
credit  limit  and  then  debit  their  bank 
accounts  when  a  sale  is  rung  up.  Mas- 
terCard is  test-marketing  such  a  card 
with  a  Motorola  microcontroller  chip. 


"Won't  be  too  much  longer  before 
you  will  have  a  little  telephone  in 
your  pocket  that  will  fit  in  with  your 
credit  cards,"  says  Motorola's  Doug 
Powell  enthusiastically.  "It  can  be  a 
little  flat  device  you  can  lay  down  and 
talk  into,  and  it  will  dial  50  numbers 
for  you.  People  laugh  when  I  tell  them 
that.  But  it's  going  to  happen." 


Taiwan  reaps  the  rewards  of  economic 
virtue.  But  virtue  can  become  fanaticism. 


The  trouble 
with  mercantilism 


By  Andrew  Tanzer 


W'  HIGH  OF  OUR  TRADING  part- 
ners IS  most  responsible  for 
our  $150  billion  deficit  in 
merchandise  trade?  Japan,  of  course, 
in  sheer  dollar  terms,  with  a  $50  bil- 
lion favorable  balance  in  1985.  But 
relative  to  its  size,  Taiwan  does  even 
more  damage  to  the  U.S.  balance  of 
trade.  With  about  one-sixth  Japan's 


population,  Taiwan  ran  a  $13  billion 
favorable  trade  balance  with  the  U.S. 
last  year — on  a  per  capita  basis  half 
again  bigger  than  Japan's. 

Taiwan,  officially  the  Republic  of 
China,  is  an  inspiring  success  story, 
one  that  other  Third  World  countries 
would  do  well  to  heed  in  place  of  the 
socialist/totalitarian  models  they  so 
dearly  love.  When  Chiang  Kai-shek 
and  his  defeated  Nationalist  army  ere- 


A  familiar  scene  in  congested  Taipei 

Enjoymg  income  that  noals  some  European  coutUries'. 
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At  Chuhb  our  responsibility  is  to  settle  claims, 
not  prolong  them.  Our  claims  personnel 
have  the  knowledge,  the  authority  and  the 
commitment  to  settle  claims  quickly  and  fairly, 
usually  within  48  hours  of  an  agreement. 

The  more  you  have  to  insure,  the  more 
you  need  Chubb. 


For  further  information, 
telephone  800-922-0533. 


CHUBB 


The  (^huhh  CJroiip  of  Insurance  Gimpanjes  is  proud  to  participate 
in  "American  Playliousc'.'  Watch  for  It  on  PBS. 
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Simply  the  best  PC  accounting  s( 


The  new  IBM  Business  Adviser. 

As  any  technology  grows  up,  there  sometimes 
are  leaps;  new  ideas  that  surprise  the  expected 
order  with  unexpected  improvement. 

IBM's  Business  Adviser  is  one  of  those  leaps. 

Now  that  Business  Adviser  is  here,  other 
"integrated"  accounting  programs  will  have  to  start 
looking  for  a  new  adjective.  Business  Adviser  gives 
integration  new  meaning. 

Like  other  PC  accounting  software,  it  comes 
as  separate  modules:  General  Accounting, 
Accounts  Payable,  Accounts  Receivable,  Payroll, 
Inventory  Control,and  Order  Entry* 

But  similarity  ends  there  because  with 
Business  Adviser  there  are  no  boundaries  between 


units.  Even  with  all  its  modules  in  place,  Business 
Adviser  behaves  as  one  application. 

Your  passage  from  Payroll  to  Accounts  Receii 
able,  for  example,  is  intuitive.  Instead  of  switching 
from  module  to  module,  you  go  by  menu  from  task 
to  task.  You  think  only  about  the  job  at  hand,  not  j 
which  module  ought  to  do  it 

You  can  even  leave  one  task  unfinished,  sw  itcl 
to  another,  then  return  to  the  first  one  exacdy  wher 
you  left  off. 

There's  more.  Any  change  entered  anywhere 
in  Business  Adviser  automatically  updates  and 
recalculates  every  related  entry  everywhere  else. 
You  don't  press  any  special  buttons;  it  just  happens 

This  is  real-time  posting.  Your  account 
balances  and  inventory  files  will  always  reflect  the 


•Inventory  Control  and  Order  Entry  available  3rd  Quarter '86. 
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Accounts  Receivable 


IBM 
BIHNESS 


ire  weVe  ever  put  our  initials  on. 


itest  information. 

Also,  Business  Adviser  not  only  works  on  IBM's 
,ocal  Area  Networks,  it  takes  special  advantage  of 
lem.  It  allows  different  people  at  different  PCs  to 
'ork  in  the  same  files  at  the  same  time.  (But  not  just 
ny  files.  A  powerful  yet  polite  "need  to  know"  secu- 
ity  system  is  built  in.) 

Another  nice  thing,  Business  Adviser  works 
le  way  you  do.  It  uses  business  language  instead  of 
ccounting  language.  Lets  you  customize  financial 
sports.  Performs  complex  tasks  with  few  keystrokes 
istead  of  many. 

You're  not  locked  into  pre-set  billing  periods, 
bu  can  print  one  report  as  you  revise  another,  and 
pen  new  accounts  while  you  update  old  ones. 

You  even  get  90  days  of  free  telephone  help, 


direct  from  IBM.  Just  remember  to  register  when 
you  pick  up  your  first  module. 

And  these  are  just  highlights. 

To  our  knowledge,  there's  never  been  PC 
accounting  software  so  rich  in  function,  or  so  flex- 
ible and  usable. 

To  learn  more,  visit  an  Authorized  IBM  PC 
Dealer.  For  the  one  nearest  you,  and  a  free  brochure, 
call  1-800-447-4700.  In  Alaska,  1-800-447-0890. 


Personal  Computer  Software 
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Personal  computer  shipments  hound  for  Europe  and  the  VS. 

A  $13  billion  trade  surplus  with  the  U.S.,  but  little  brand-name  recognition. 


ated  their  government  in  exile  on  the 
island  in  1949,  Taiwan  (then  Formo- 
sa) exported  little  but  sugar  and  rice.  It 
was  poverty  row.  Chiang's  Kuomin- 
tang  government  proceeded  to  turn 
the  former  Japanese  colony  into  a 
kind  of  mercantilist  protostate.  Not 
free  to  vote,  but  free  to  make  as  much 
money  as  they  wanted,  Chinese  en- 
trepreneurs quickly  turned  the  tropi- 
cal island  into  one  big  export-process- 
ing zone. 

Taiwan's  exports  to  the  world  this 
year  should  top  $36  billion,  nearly 
$2,000  per  capita.  For  Japan  the  figure 
will  be  around  $1,600.  Taiwan's  over- 
all trade  surplus  this  year  will  swell  to 
at  least  $12  billion,  triple  the  level  in 
1982.  Whereas  countries  like  Mexico 
and  Peru  must  beg  the  banks  for  more 
time  on  their  loans,  every  dollar  of 
Taiwan's  foreign  debt  is  offset  by  al- 
most $7  of  foreign  exchange  reserves. 

Along  Taipei's  Tun  Hwa  South 
Road,  skyscrapers  are  rising.  Big  Mer- 
cedes nose  through  dense  crowds  of 
shoppers  checking  out  the  new  bou- 
tiques featuring  Lauren,  Dior,  Aqua- 
scutum.  The  Taiwanese,  once  among 
the  poor,  now  enjoy  a  low-end-Euro- 
pean per  capita  income. 

What's  the  secret?  Chinese  intelli- 
gence and  industriousness.  That  and  a 


government  willing  to  trust  its  eco- 
nomic future  to  free  enterprise  rather 
than  to  socialism  and  planning.  For 
example,  many  developing  countries' 
rulers  overvalue  their  currencies  to 
reduce  import  prices  for  their  urban 
populations  (see  cover  stoiy,  Forbes, 
Jidy  28).  Not  in  Taiwan.  Its  techno- 
crats have  held  the  local  currency  (the 
New  Taiwan  dollar,  or  NT$)  artifi- 
cially low  to  help  its  exporters. 

Short  run  this  may  hurt  consumers, 
but  long  run  it  raises  their  standard  of 
living,  as  Taiwan's  experience  so 
clearly  shows. 

But  Taiwan  has  carried  a  good  thing 
too  far.  As  the  chart  on  page  42  shows, 
the  NTS  has  remained  essentially 
fixed  against  the  U.S.  dollar  for  ten 
years,  while  over  the  same  ten-year 
period  the  Japanese  yen  has  appreciat- 
ed over  50%  against  the  dollar.  As  a 
result,  Taiwanese  goods  have  re- 
mained a  bargain. 

The  betting  in  Taipei  is  that  the 
central  bank  will  revalue  the  NTS 
this  year,  but  by  only  5%  or  so.  Why 
has  neither  the  Department  of  State 
nor  Treasury  taken  the  Taiwanese  to 
task  over  their  currency  policy? 
Chiefly  because  U.S.  govemment  pol- 
icy places  foreign  relations  ahead  of 
economics.  Taiwan  should  have  been 


among  the  nations  whose  arms  were 
twisted  last  autumn  by  Treasury  Sec- 
retary James  Baker,  but  it  wasn't. 
"Taiwan  wasn't  invited  into  the 
Group  of  Five  because  the  group 
didn't  want  to  offend  Peking,"  con- 
fides a  knowledgeable  U.S.  govem- 
ment official  of  the  decision  not  to 
force  the  currency  issue.  "Peking 
works  hard  to  keep  Taiwan  out  of  all 
international  organizations." 

It  used  to  be  that  Taiwan  imported 
machinery  and  materials  from  Japan, 
produced  value,  and  exported  to  the 
U.S.  The  surplus  with  the  U.S.  paid 
for  the  large  deficits  with  Japan.  Re- 
cently, however,  the  Taiwanese  have 
even  reduced  their  Japanese  deficits, 
from  $3.3  billion  in  1984  to  a  likely 
$2.8  billion  this  year. 

Realists  that  they  are,  the  Japanese 
are  moving  quickly  to  exploit 
Taiwan's  cheap  currency  as  well  as  its 
attractive  wage  rates.  Electronics 
companies  like  Matsushita  and  To- 
shiba are  now  producing  on  the  is- 
land. Shipments  to  Europe  shot  up 
34%  from  January  to  May  because  of 
the  undervalued  Taiwan  dollar. 

Jimmy  Carter  closed  the  U.S.  em- 
bassy in  Taipei  in  1979  in  order  to 
recognize  the  Peking  government,  but 
the  U.S.  has  scarcely  ostracized  Tai- 
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While  Taiwan  has  had  a  trade  deficit  with  Japan 
the  last  decade  (top  chart),  it  has  managed  to  finan 
that  deficit  with  a  growing  trade  surplus  with  the  rest 
of  the  world.  Such  fortune  comes  from  the  New 
Taiwan  dollar  (NT$),  which  has  remained  underval- 
ued against  the  U.S.  dollar,  thereby  boosting  exports — 
and  central  bank  reserves. 


m 


'Trade  balance  and  foreign  resenes  estimates;  exchange  rate  as  uj  ^:14 


wan.  It  has,  for  example,  continued  to 
extend  trade  preferences  to  a  wide  ar- 
ray of  Taiwanese  exports.  So  adept  are 
Taiwan's  exporters  at  exploiting  the 
trade  preferences  that  Taiwan  now  ac- 
counts for  25%  of  all  imports  arriving 
in  the  U.S.  under  the  General  System 
of  Preferences. 

Such  trade  favors  are  generally  re- 
served for  poor  nations.  Taiwan  was 
poor  but  is  hardly  poor  now.  This 
year  official  per  capita  GNP  should 
hit  $3,500.  Add  in  the  booming  black 
economy  and  the  figure  is  probably 
around  $4,000.  Observes  Liang  Kuo- 
shu,  the  courtly  chairman  of  Chang 
Hwa  Commercial  Bank,  with  re- 
markable candor:  "Politically,  we  are 
not  eager  to  claim  that  we  are  a 
developed  country,  because  we  enjoy 
trade  preferences." 

While  it  pushes  exports,  Taiwan 
does  what  it  can  to  retard  imports. 
Tariffs  on  raw  materials  such  as  oil 
and  steel,  where  the  economy  is  defi- 
cient, are  low,  but  duties  on  consumer 
products  average  40%  to  50% .  A  stiff 
commodity  tax  is  added  to  luxury 
goods.  On  cosmetics,  for  example,  the 
duty  is  55%,  an  80%  commodity  tax 
is  added  on  top  of  that,  and  then  a  5% 
value-added  tax.  Taiwan  has  become 
the  world's  largest  exporter  of  um- 


brellas. Yet  at  home  there  is  a  40%  tax 
on  umbrellas. 

So,  while  enjoying  free  trade 
abroad,  the  Taiwanese  practice  pro- 
tectionism at  home.  But  import  du- 
ties are  meant  to  raise  revenues  as 
well  as  barriers.  The  government  de- 
rives 20%  of  its  revenues  from  tariffs. 
"Three  thousand  years  of  beating  the 
taxman  makes  the  Chinese  family 
system  hard  to  get  money  out  of," 
says  one  longtime  foreign  resident. 

A  mercantilist  policy  of  pushing  ex- 
ports while  retarding  imports  can 
have  only  one  immediate  result:  For- 
eign   exchange    reserves   pour  in. 

Taiwan's  foreign  exchange  reserves 
have  surged  from  $2  billion  in  1980  to 
$22  billion  last  year,  and  will  probably 
hit  $37  billion  this  year — more  even 
than  Japan's  reserves. 

Surely  all  this  new  wealth  must  be 
breeding  happiness  and  security  for 
the  Taiwanese?  But  the  answer  is  no. 
Instead,  it  is  making  many  thoughtful 
Taiwanese  wonder  how  long  it  will  be 
before  the  mercantilistic  policies 
backfire.  How  long  before  the  island's 
trade  partners  cry  "Enough!"  and  be- 
gin limiting  Taiwan's  access  to  their 
markets?  How  long  before  monetiz- 
ing the  surpluses  creates  unbearable 
inflationary  pressures? 


The  Kuomintang  government, 
which  lost  China  partly  because  of 
hyperinflation,  is  paranoid  about  in- 
flation on  Taiwan.  Yet  the  growing 
reserves  paradoxically  create  an  infla- 
tion threat.  Taiwan's  money  supply  is 
growing  at  an  annual  rate  of  25%. 

Thus  does  economic  virtue  become 
economic  vice.  The  policy  of  encoura- 
ging exports  so  that  the  island  might 
live  is  so  successful  that  it  becomes 
an  inflation  threat.  A  passion  for  thrift 
holds  down  consumption  and  helps 
keep  the  trade  surpluses  growing  rath- 
er than  leveling  off.  Last  year  the  is- 
land's savings  rate — 32%  of  GNP — 
was  probably  the  highest  in  the  world 
and  was  unmatched  by  demand  for 
investment  funds.  Meanwhile,  there 
are  no  credit  cards  and  little  consumer 
credit.  Foreign  travel  is  restricted. 
Complains  Chi  Schive,  an  economist 
at  Taiwan  University:  "The  economy 
has  produced  a  lot  of  purchasing  pow- 
er that  is  just  idle." 

Taiwanese  citizens  have  long  shop- 
ping lists — a  subway  for  Taipei,  to 
unclog  the  city's  car-infested  streets; 
pollution  control,  to  clean  noxious  ur- 
ban air;  education,  to  reduce  Taiwan- 
ese families'  dependence  on  U.S.  edu- 
cation for  their  children. 

But  rather  than  spend,  the  Kuomin- 
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No  other  U.S.  airline  offers  you 
ore  across  the  Pacific  than  United 

United  is  the  only  U.S.  airline 
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and  data  the  MCI  way 
Clearly  superior. 

MCI.  A  commitment  for  the  better.  The  Information  Age.  Its  here,  and  its 
changing  the  way  you  do  business.  You  must  do  more  than  deal  with  it.  You  must  become 
part  of  it.  So  your  choice  of  a  communications  company  has  never  been  more  crucial.  You 
must  have  a  company  that's  truly  dedicated  to  new  and  innovative  services.  Services 
for  the  Information  Age. 

That  company  is  MCI.  The  most  modern  voice  and  data  network 
,    available.  Dedication  got  us  where  we  are  today  Building  a 
I        superior  system  from  the  ground  up,  while  others 
were  content  to  warm  over  basic  services. 
We've  never  stopped  dedicating 
energy  equipment  and  man- 
power toward  one  goal: 
innovative  service.  It's 
our  bottom  line.  The 
competition  is  good. 
We  have  to  be  better 


Fiber  and  digital 
technologies  ensure 
perfect  data  transmission. 


1  '1 

Digital  transmission  handles  more  traffic 
more  efficiently. 


Making  the  most  of  the  best.  Without  — ^  rHJ3^TTla 

igital  technology,  the  Information  Age  could  never 
ave  been  born.  Digital  is  the  keystone  of  modern 
ommunications.  In  the  past  four  years,  MCI  has 

invested  $3. 5  billion  to  ensure 
our  network  keeps  pace,  and 
to  guarantee  you  the  most  reliable 
end-to-end  service.  To  these  ends,  we've  developed  comprehensive  integrated 
digital  facilities.  And  provided  a  substantial  increase  in  available  capacity— 400% 
in  the  last  year  alone. 

And  the  benefits  are  magnificent.  We've  kept  the  promise  of  the  Information  Age: 
1  omestic  and  international  transmission  of  voice— data— even  video,  with  the  clearest, 
leanest  quality  We've  delivered  state-of-the-art  systems.  And  can  combine  our  services 
1  ways  that  best  meet  your  needs,  and  complement  your  unique  way  of  doing  business. 

Looking  to  the  future:  fast  forward.  Your  business  is  entering  the  age  of  high- 
peed  action  and  reaction.  So  your  need  to  choose  a  communications  partner  that  offers 
ou  maximum  efficiency  and  flexibility  is  critical.  You  can  count  on  MCI.  And  as  technology 
dvances,  you  can  be  sure  we'll  be  pushing  even  faster, 
0  do  even  better. 

That's  your  future.  That's  our  dedication.   I 


MCI 

COMMUNICATIONS  FOR  THE  NEXT100  YEARS: 

*MCI  and  the  MCI  logo  are  registered  service  marks  of  MCI  Communications  Corporation  (MCIC). 
SM  Communications  For  The  Next  100  Years  is  a  service  mark  of  MCIC.  ©  MCIC:  May  1986. 


tang's  technocrats  fret  about  a  budget 
deficit  that  will  be  under  1%  of  GNP 
this  year,  and  about  the  country's  for- 
eign debt,  which  is  $5  billion  and  de- 
clining. "The  government  isn't  capa- 
ble of  using  [the  reserves],"  complains 
an  economist  who  is  a  consultant  to 
the  government. 

That  leaves  private  businessmen. 
But  they  arc  even  more  loath  to  spend 
than  the  government.  Capital  invest- 
ment has  stagnated  or  declined  in 
each  of  the  past  five  years.  Business- 
men are  confused  during  a  period  of 
political  and  economic  transition. 
President  Chiang  Ching-kuo,  Chiang 
Kai-shek's  son,  is  Taiwan's  relatively 
benevolent  dictator.  He  deserves 
much  of  the  credit  for  the  island's 
economic  transformation. 

But  President  Chiang  is  76  and  ail- 
ing. In  June  he  promoted  his  half- 
brother.  General  Chiang  Wei-kuo,  to 
secretary  general  of  the  National  Se- 
curity Council.  But  most  people  fa- 
miliar with  Taiwan's  peculiar  combi- 
nation of  economic  liberalism  and  po- 
litical repression  think  the  "Chiang 
Dynasty"  will  end  when  President 
Chiang  dies.  What  happens  then  is 
anyone's  guess — which  is  why  most 
businessmen  would  rather  keep  their 
wealth  liquid. 

One  of  Taiwan's  greatest  national 
assets  is  its  ocean  of  small  business- 
es— there  are  more  than  60,000  trad- 
ing companies  and  hundreds  of  thou- 
sands of  little  manufacturing  outfits. 
This  grid  of  mostly  tiny  companies 
has  helped  make  Taiwan  richer  and 
more  stable  than  Korea  and  helped  the 
economy  adapt  quickly  to  economic 
change.  "The  other  day  I  saw  a  com- 
pany that  went  from  ladies'  dresses  to 
lasers,"  observes  Robert  Parker,  an 
American  lawyer  who  has  lived  many 
years  on  the  island.  "Their  flexibility 
is  mind-boggling." 

But  here,  too,  virtue  carried  too  far 
becomes  vice.  If  Taiwan  is  to  move 
now  from  umbrellas  into  computers, 
telecommunications  and  automo- 
biles, it  will  need  deeper  concentra- 
tions of  capital  a  la  Korea. 

The  Koreans  are  spending  heavily 
in  another  area  Taiwan  should:  creat- 
ing acceptance  of  Korean  brand 
names,  as  did  the  Japanese  before 
them.  Many  Americans  now  recog- 
nize Korean  names  such  as  Samsung, 
Lucky-Goldstar,  Daewoo,  Hyundai. 
Taiwan  shipped  $16  billion  worth  of 
goods  to  the  U.S.  last  year.  Can  you 
name  a  single  Taiwanese  brand 
name?  Warns  Wen  Ko,  president  of 
Hewlett-Packard  Taiwan:  "If  Taiwan 
doesn't  build  up  brand  names  in  the 
next  three  to  five  years,  it  will  be  in 
trouble." 


Recognizing  Korea's  capital  con- 
centration advantage,  Taiwan's  tech- 
nocrats have  encouraged  companies 
to  merge.  But  most  families  adhere  to 
a  favorite  Chinese  proverb:  "Rather 
be  the  head  of  a  chicken  than  the  tail 
of  an  ox,"  and  resist  joining  forces. 

Thus,  even  as  it  waxes  rich,  Taiwan 
faces  the  future  with  apprehension. 
The  Reagan  Administration  is  begin- 
ning to  pressure  Taiwan  to  lower  its 
high  tariffs  and  grant  U.S.  firms  great- 
er access  to  Taiwan's  protected  insur- 
ance, banking  and  leasing.  This  year 
the  Administration  has  asked  Taiwan 
to  freeze  textile  shipments  at  1985 
levels  for  three  years,  and  to  restrain 
voluntarily    machine-tool  exports. 


Congress,  meanwhile,  is  threatening 
to  revoke  the  duty-free  status  of  many 
of  Taiwan's  products.  "Taiwan's  pros- 
perity depends  on  access  to  the  U.S. 
market,"  says  Parker.  "They're  play- 
ing a  risky  game,"  he  adds,  if  they  fail 
to  take  U.S.  anger  over  our  stubborn 
trade  deficits  into  account. 

But  for  all  the  U.S.  exasperation 
over  Taiwan's  mercantilist  and 
thrifty  ways,  we  should  never  lose 
sight  of  this:  In  a  world  where  Third 
World  poverty  and  unrest  is  the  big- 
gest single  problem,  Taiwan  stands  as 
a  remarkable  example  of  how  a  poor 
nation  can  raise  itself  by  its  boot- 
straps simply  by  adopting  wise  poli- 
cies and  sticking  to  them.  ■ 


For  a  time  it  looked  as  if  Transco  could 
finesse  some  of  the  problems  afflicting  the 
pipeline  industry.  No  longer. 


Tarnished  glory 


By  Toni  Mack 


Tl  RANSco  Energy  Co.,  the  natu- 
ral gas  pipeline  industry's 
sixth-largest  outfit,  has  consis- 
tently been  the  darling  of  Wall  Street 
analysts.  There  was  that  lavish  12% 
yield.  Chairman  W.J.  (Jack)  Bowen 
was  widely  hailed  as  "creative"  and 
"aggressive." 

But  when  things  go  bad,  they  go 
bad.  Last  month  Bowen  announced  he 
was  cutting  Transco's  yield  from 
about  $6  to  $2.72.  The  stock  dropped 
16%,  sinking  even  harder  than  the 
market,  to  a  52-week  low  of  41 'A 
within  three  days. 

Troubles  with  the  pipeline,  which 
accounted  for  73%  of  Transco's  $3.7 
billion  revenues  last  year,  stem  from  a 
federal  order  that,  as  one  analyst  puts 
it,  "gave  pipelines  free  enterprise  like 
they  never  wanted  it."  The  order  now 
in  effect  simply  states  that  a  pipeline 
that  transports  gas  for  some  custom- 
ers must  open  its  lines  to  all.  That 
sounds  innocent  enough.  But  the  re- 


sult, as  new  contracts  are  negotiated, 
will  be  a  free-for-all. 

It's  the  latest,  most  traumatic  jolt 
to  what  was  once  a  nice,  cut-and-dried 
business.  Pipeline  companies  bought 
gas  from  producers  at  one  end  of  the 
pipe  and  sold  it  to  customers  at  the 
other  end,  making  their  profit  on  the 
spread.  Transco  buys  gas  in  coastal 
Texas  and  Louisiana  and  sells  it  in  the 
Southeast  and  the  Northeast.  For  de- 
cades federal  regulators  kept  gas 
prices  below  those  of  competing  fuels, 
mainly  fuel  oil.  They  also  kept  pipe- 
lines from  invading  one  another's  geo- 
graphic markets. 

A  few  years  after  gas  price  deregula- 
tion in  1978,  the  pipelines'  prices 
crept  above  those  of  other  fuels.  Cus- 
tomers who  could  switch  fuels  did  so. 
Transco  and  a  few  other  pipelines  be- 
gan letting  customers  buy  cheaper  gas 
directly  from  producers  rather  than 
using  the  pipeline  as  a  middleman. 
Transco  would  then  transport  the  gas 
for  a  fee. 

This  new  transportation  game  is 
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IN  THE  LOCaCAUKE  WORLD 
OF  FINANCIAL  SERVICES,  ONE  SJANDS  OUT. 


Everywhere  you  look,  there's  another  one. 
Another  financial  network.  Another  financial  service.  ' 

Which  one's  for  you?  ■ 

Look  for  the  one  with  the  long  record— at  least ;  ^  ^ 
120  years  of  financial  success. 

The  one  who  has  never  missed  a  dividend  in  all 
those  years. 

The  one  with  a  solid  foundation— over 
$40  billion  in  assets.  - 

The  one  with  the  diversity  that  protects  against 
adversity. 

The  on^  who  knows  when  to  fund  ventures  and 
■  -'tvhen  to  buy  Treasury  notes. 

The  one  who  knew  how  to  say  ^'no"  when  every^ 
one  else  was  sa3ang  '^yes."  And  who  knows  how  to  say 
"yes"  now  that  some  are  saying  "no. " 

The  one  that  America's  most  demanding  corpora- 
,  tions  count  on  for  pension  plans,  employee  benefits 
and  risk  management. 

Look  for  The  Travelers. 

One  of  the  most  respected  financial  experts 
in  the  world. 

Have  you  looked  under  The  Travelers 
Umbrella  lately? 


TheTravetesj 

The  Travelers  Companies;,  H»rtf0rrii^<^ 


COMPANY. 


A  longer  prime  of  life  means  growth  for  0-l's 
long  term  health  care  business. 


A  key  element  in  our  profitable  growth  strategy  is  the  long  term  health  care 
business.  Our  subsidiary,  Health  Care  and  Retirement  Corporation  of  America, 
is  already  the  fifth  largest  investor-owned  operator  in  this  high-return  business — 
and  growing  rapidly. 

America  is  growing  older  and  more  affluent.  And  senior  citizens  are  in- 
creasingly seeking  a  distinctive  lifestyle  and  high  quality  care.  HCR's  strategy  is 
to  be  the  provider  of  choice— offering  the  best  in  long  term  care,  assisted  living 
and  retirement  communities.  We're  regularly  making  acquisitions  which  fit  this 
strategy,  and  will  add  several  thousand  beds  in  1986. 

HCR  is  also  the  largest  developer  of  nursing  homes  in  the  United  States- 
constructing  extended  care  and  other  health  related  facilities  for  itself  and 
others.  In  addition,  HCR  leads  in  the  renovation  of  existing  facilities, 
and  intends  to  offer  this  service  on  a  national  scale. 

Studies  indicate  the  need  for  an  additional  1.6  million  nursing  home  beds 
by  the  year  2000,  or  double  the  number  available  today.  And  HCR  will  continue 
to  play  a  leading  role  in  responding  to  this 
explosive  demand — providing  the  finest  in 
quality  care  and  services  for  a  targeted 
segment  of  this  market. 

Owens-Illinois.  A  $3.7  billion  global 
organization  focused  on  profitable  growth. 

You  should  get  to  know  us  better.  The  ^ia^^^i^  ■■  ■  i^i^i^ 

prognosis  is  excellent.  OWENS'ILLINOIS 


Toledo,  Ohio  43666 


Cbairnhiii  \V J.  (Jack)  Jiou'cu  of  Tniusco  /■j/er^y  in  front  of  the  company  's  Houston  heackjiuo  tcrs 
When  things  go  bad,  they  go  bad. 


/■Ki  K.ild/m 


where  Bowen  won  his  reputation  for 
innovation.  His  was  the  first  major 
pipehnc  to  stay  full  by  selling  pipeline 
space  rather  than  by  selling  gas.  Last 
year  53%  of  Transco's  1.2  trillion  cu- 
bic feet  of  volume  was  carried  for  oth- 
ers. As  a  result,  its  earnings  stayed 
stable  for  the  first  three  years  of  the 
gas  glut,  a  laudable  feat.  Only  last  year 
did  the  earnings  drop — down  16%,  to 
$110  million. 

But  while  it  was  appeasing  some 
customers,  Transco  hung  tough  with 
others  who  couldn't  switch  to  anoth- 
er fuel  or,  under  the  old  rules,  another 
source  of  gas.  So  its  prices  have  been 
and  still  are  high,  especially  in  the 
Northeast,  where  two-thirds  of  its 
market  is.  But  with  the  new  federal 
order,  all  its  customers  will  be  able  to 
buy  gas  from  the  cheapest  source,  in- 
cluding other  pipelines.  So,  for  exam- 
ple, Brooklyn  Union  Gas  no  longer 
has  to  buy  from  Transco  if  it  can  get 
gas  cheaper  from  Texas  Eastern.  It's 
only  a  matter  of  months  before  the 
brawl  for  market  share  begins. 

It  will  cost  Transco  $225  million 
pretax  to  get  ready  for  the  battle.  Like 
other  pipelines,  Transco  has  been 
dickering  with  its  suppliers  and  cus- 
tomers for  new  contract  terms  to  ease 
the  transition.  It  expects  federal  ap- 
proval of  the  new  terms  before  sum- 


mer's end.  As  part  of  the  terms, 
Transco  will  pay  an  estimated  $450 
million  to  its  gas  suppliers,  and  the 
suppliers  will  let  Transco  out  of  high- 
priced  supply  contracts.  Customers 
have  agreed  to  let  Transco  pass 
through  50%  of  that  cost,  but  they 
will  not  pay  the  remaining  $225  mil- 
lion, which  is  cash  out  the  door. 

Transco's  portion,  after  taxes,  will 
amount  to  about  $45  million  this 
year.  That's  $1.68  per  Transco  share. 
Bowen  will  write  off  the  rest — about 
$77  million,  after  taxes,  or  $2.87  a 
share — over  the  ten-year  life  of  the 
contracts.  Analyst  fohn  Olson  of 
Drexel  Burnham  Lambert  estimates 
Transco's  1986  earnings  before  write- 
offs at  only  $2,  vs.  $4.34  last  year,  and 
even  that  may  be  optimistic. 

Transco's  troubles  don't  stop  there. 
In  return  for  paying  half  the  $450  mil- 
lion supplier  settlement,  customers 
have  required  Transco  to  cut  its  gross 
profit  margin  20%,  to  about  26  cents 
per  thousand  cubic  feet  (mcf),  on  both 
sales  and  transportation.  Transco 
must  also  bring  down  the  gas  cost 
component  of  its  price  (before  charges 
for  depreciation,  debt  coverage  and 
the  like)  from  an  average  $3.40  last 
year  to  $2.30  per  mcf.  Customers  have 
agreed  to  buy  50%  of  their  needs  from 
Transco,  but  it  will  have  to  fight  for 


the  other  50%.  And  when  the  agree- 
ment expires  next  Apr.  1,  Transco 
may  have  to  cut  prices  and  margins 
even  more. 

Bowen  and  Transco's  president, 
George  Slocum,  who  will  become 
chief  executive  when  Bowen  steps 
down  at  65  next  March,  are  putting  on 
a  brave  face.  "This  is  truly  a  perma- 
nent fix,"  says  Slocum.  "We'll  have 
the  ability  to  hold  our  market  better, 
if  not  capture  new  market  share." 

Fair  enough.  If  Transco  becomes  as 
nimble  in  selling  gas  as  it  has  been  in 
selling  transportation  services,  the 
company  may  well  emerge  with  a  big- 
ger share  of  the  valuable  northeastern 
market.  But  getting  there  will  be  pain- 
ful, more  painful  than  for  competing 
pipelines  that  have  already  started 
bringing  their  prices  down,  such  as 
Texas  Eastern. 

All  this  comes  on  top  of  problems 
in  Transco's  oil  and  gas  operation, 
which  finally  forced  the  board  to  cut 
the  dividend  by  ending  the  practice  of 
quarterly  distributions  of  stock  in 
Transco's  exploration  outfit.  It  was  a 
smart  move  in  1983,  when  Bowen 
turned  the  exploration  subsidiary  into 
a  limited  partnership  and  began  spin- 
ning off  partnership  units  to  Transco 
shareholders  in  1984.  But  that  was 
before  energy  prices  collapsed.  The 
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partnership,  still  69% -owned  by 
Transco,  is  now  losing  money — per- 
haps $60  million  this  year,  vs.  a  profit 
of  $47  million  m  1984.  That's  before 
writedowns  of  its  oil  and  gas  reserves 
that  total  some  $290  million.  It's 
doubtful  that  the  partnership  itself 
can  keep  up  its  generous  $2.36-per- 


unit  cash  payout.  The  unit's  trading 
price  has  fallen  from  a  25%  high  to  a 
recent  16. 

To  cushion  the  blow  to  Transco 
shareholders  of  the  lower  payout,  the 
board  raised  Transco's  cash  dividend 
20%,  to  $2.72. 

In  May,  at  the  annual  meeting. 


Bowen  commented  proudly  about  the 
striking  new  fountain  outside  Trans- 
co's Houston  headquarters.  "It's  64 
feet  high,"  he  said,  "as  high  as  our 
price  on  the  stock  exchange."  But 
now  the  stock  is  around  43,  for  a  6.3% 
yield,  commensurate  with  other  pipe- 
line stocks.  Sic  transit  gloria. ■ 


Investment  hankers  set  records  in  the  new- 
issue  market.  Investors  did  not  do  as  well. 


Hot,  hot,  plop 


By  Richard  L.  Stern 
and  Paul  Bomstein 

Tl  HE  BIG  FINANCIAL  NEWS  in  mid- 
July  was  the  weak  stock  market 
and  the  LTV  bankruptcy.  Pass- 
ing almost  unnoticed  was  this  signifi- 
cant figure:  1986's  second  quarter  was 
the  biggest  ever  for  the  new-issue 
market.  The  take  was  $6.5  billion, 
topping  by  close  to  70%  the  previous 
record,  1983's  third  quarter,  when 
$3.8  billion  in  issues  went  public.  By 
mid-July,  even  as  the  investment 
bankers  were  still  counting  their  hef- 
ty fees,  a  lot  of  investors  were  count- 
ing their  losses  as  new-issue  stock 
prices  headed  south  with  the  market 
in  general. 

Through  July  16  the  Dow  Jones  in- 
dustrial average  fell  11%.  Still,  the 
new  issues  that  came  out  in  the  first 
half  of  1986  fell  an  average  of  14%  for 
the  same  period. 

The  result?  About  what  you  would 
expect.  The  brokers  have  slowed  the 
flood  of  new-issue  registration  state- 
ments that  had  been  pouring  into  the 
Securities  &.  Exchange  Commission. 
Norman  Fosback  of  the  Fort  Lauder- 
dale, Fla. -based  Institute  for  Econo- 
metric Research,  which  keeps  track  of 
the  new  filings,  says  they  have  been 
reduced  to  a  trickle. 

Even  so,  1986  will  be  a  record  year. 
Adding  the  $2.6  billion  garnered  in 
the  year's  first  quarter  brings  the  six- 


month  total  to  more  than  $9  billion. 
Already  nearly  70%  of  the  $12.7  bil- 
lion taken  in  for  all  of  1983,  the  previ- 
ous record  year. 

This  year's  offerings  have  been  big 
ones.  In  the  second  quarter  there  were 
206  new  issues.  Compare  that  with 
the  record  third  quarter  of  1983  when 
it  took  281  issues  to  raise  $3.8  billion. 
Significance?  Probably  that  less  real 
junk  is  being  unloaded  on  the  inves- 
tor. Not  that  all  the  big  ones  did  well. 
The  biggest,  Henley  Group,  a  diversi- 
fied equipment-manufacturer,  with  a 


$1.2  billion  issue,  dropped  15%  from 
its  initial  price  within  a  few  weeks  of 
its  offering. 

In  the  last  1982-83  new-issue  bull 
market,  technology  stocks  were  the 
craze.  In  this  market?  Stocks  with  an 
international  flavor.  Among  them: 
First  Australia  Prime,  Global  Yield, 
France  Fund  and  Scandinavia  Fund. 

Has  the  new-issue  market  topped? 
The  quarter  did  have  some  wild  hap- 
penings. The  hottest  first-day  per- 
former was  Home  Shopping — which 
came  out  at  18,  closed  at  42y8  that 
same  day  and  recently  was  trading  at 
73 'A.  Worlds  of  Wonder,  a  company 
marketing  a  talking  teddy  bear  with  a 
tape  cassette  inside  (see  Forbes,  ///^?e 
30],  went  up  61%  in  first-day  trading, 
from  1 8  to  29,  but  more  recently  had 
backed  down  to  22'/4. 

But  these  appeared  to  be  aberra- 
tions. Only  34%  of  the  second-quarter 
issues  were  up  over  10%  in  first-day 
trading,  a  drop  from  45%  for  the  first 
quarter.  In  the  steamy  second  quarter 
of  1983,  63%  of  that  quarter's  new 
issues  were  up  over  10%  in  their  first 
day.  If  past  performance  of  Forbes' 
new-issue  database  is  a  sound  guide,  it 
would  appear  that  the  new-issue 
boom  still  has  a  way  to  go  before  the 
inevitable  crash. 

So  when  the  stock  market  recovers, 
look  for  brokers  to  open  the  faucets 
again  for  new  issues.  ■ 


Heading  for  a  record  new-issue  year 

Companies  raised  an  alltime  high  $6.5  billion,  April  through  June,  with 

fewer  stocks  than  in  1983's  superheated  third  quarter. 

H  Number  of  issues                                                              Amount  raised  ($millions)  H 
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Somewhere  between  the  country  and  the  club,  Grand  Wagoneer  and  Wagoneer 
Limited  carved  their  own  little  niche  in  the  automotive  marketplace.  Look  beyond  the 
woods,  get  behind  the  wheel  and  you'll  quickly  see  why  these  vehicles  enjoy  unique 
status  in  the  world  of  four-by-fours.  Because  for  all  their  luxury  and  comfort,  they're 
still  hili-climbing,  dust-raising,  trail-blazing  Jeeps  at  heart. 
And  that's  what  makes  them  different  from  everything 
else ...  on  and  off  the  road. 

Grand  Wagoneer  has  four  doors  and  plenty  of 
room  for  six  adults.  And  with  its  optional  360  cubic 
inch  V-8,  there's  plenty  of  power  to  take  them  just 
about  any  place  they  care  to  go. 

Inside  Grand  Wagoneer  are  a  few  amenities 
you  might  not  expect  to  find  in  a  four-wheel 
drive  vehicle.  Genuine  leather  upholstery  power 
everything  and  a  premium  sound  system  are  all 
standard.  And  so  is  the  incomparable  sense  of  security 
you  get  just  knowing  you're  dnving  a  Jeep®. 

What's  more,  Grand  Wagoneer's  suspension  has  been  re- 
designed for  a  smoother  ride  and  better  handling.  And  with  the  flick  of  a  switch,  you're  in 
four-wheel  drive... a  particularly  good  way  of  handling  a  particularly  bad  stretch  of  road. 

Wagoneer  Limited.  Like  its  sibling,  it  speaks 
fluent  Jeep.  With  the  accent,  of  course,  on 
luxury  And  even  though  this  vehicle's  a  little 
bit  smaller,  you  can  bet  it'll  go  a  long  way  on 
its  good  looks  and  penchant  for  the  good  life. 

Wagoneer  Limited  can  easily  accommodate 
five  adults  without  cramping  their  style.  In 
fact,  behind  its  four  doors,  this  Jeep  has 
more  room  than  you'll  find  in  any  four- 
wheel  drive  vehicle  in  its  class. 


/agoneer  Limited  offers  more  powertrain  combinations  than  its  competitors,  too. 
hoose  a  2.5  litre  electronic  fuel-injected  four  An  optional  2.8  litre  V-6.  Or  go  for  the 
optional  2.1  litre  inter-cooled  turbo-diesel...the  only  one  available  in  an 
American-made  four-by-four 

When  you  add  it  all  up,  it's  easy  to  see  why  Jeep  Wagoneer  has  been  named 
the  official  vehicle  of  the  National  Ski  Patrol.  Its  all  luxury  It's  all  Jeep. 
And  it'll  always  be  that  way 


Safety  belts  save  lives. 

Available  for  purchase  or  lease  at  participating  Jeep  dealers. 


Grand  Wagoneer 


Only  in  a  Jeep  r  MWngoneer 


California  vintner  Warren  Winiarski  cre- 
ated an  award-winning  cabernet  sauvi- 
gnon — in  some  ways  to  his  deep  regret. 

Parlez-vous 
Stags  Leap? 


By  Ellen  Paris 


Vintners  Ca,  i  Duunu-un  a>id  Vi-uire?!  'Winiarski 
After  12  y&ars  of  feuding,  finally  an  "accord. 


NESTLED  AT  THE  BASE  of  the  taw- 
ny,  1,000-foot-high  Stags  Leap 
ridge  in  California's  Napa  Val- 
ley wine  country,  1,200  acres  of  caber- 
net grapes  ripen  in  the  summer  sun. 
In  this  bucolic  settmg,  Warren  Win- 
iarski and  his  neighbor  Carl  Doumani 
have  for  12  years  divided  their  time 
between  making  wine  and  making 
trouble  for  each  other.  At  issue:  Who 
had  the  right  to  use  the  name  Stags 
Leap  on  his  wine  labels?  The  answer 
matters  not  only  to  the  promoters  of 
California  wines  but  also  to  consum- 
ers trying  to  understand  the  Califor- 
nia industry's  labeling  practices. 

The  Winiarski-Doumani  feud  dates 
to  1970.  That  is  when  Winiarski,  a 
former  liberal  arts  lecturer  at  the  Uni- 
versity of  Chicago,  registered  the 
Stag's  Leap  name  for  his  Stag's  Leap 
vineyard  and  winery.  A  few  months 
later  Doumani  purchased  the  nearby 
400-acre  Stags'  Leap  Ranch,  where  he 
restored  the  original  Stags'  Leap  Win- 
ery. He,  too,  used  the  Stags'  Leap 
name  (with  the  apostrophe  moved  to 
the  end)  on  his  bottles. 

Winiarski  and  Doumani  began  su- 
ing each  other  over  use  of  the  name. 
In  1974  a  California  state  court  ruled 
against  Doumani,  stating  that  Stags 
Leap  was  a  geographic  area:  Winiarski 
could  continue  using  the  name.  A  few 
years  later  Winiarski  sued  Doumani. 

The  stakes  rose  in  1976,  when  Win- 
iarski's  Stag's  Leap  Cabernet  Sauvi- 
gnon  won  the  prestigious  Paris  wine 
tasting  of  cabernet-based  wines,  nos- 
ing aside  many  famous  Bordeaux 
wines.  A  few  years  later  another  vint- 
ner began  using  "Stags  Leap"  on  his 
label.  Together,  Doumani  and  Win- 
iarski sued  that  vintner  but  settled 
out  of  court.  The  other  winery  was 
allowed  to  use  Stags  Leap  on  its  label, 
but  only  as  a  designation,  not  as  the 
brand  name. 

Now  the  federal  government  joins 
the  fray.  By  1983  so  many  California 
vintners  were  putting  such  a  diversity 
of  labels  on  bottles  that  the  U.S.  Bu- 
reau of  Alcohol,  Tobacco  &  Firearms 
decided  that  consumers  were  being 
confused.  So  the  bureaucrats  ruled 
that  a  winery  could  put  the  geographi- 
cal origin  of  its  grapes  on  a  label  only 
if  that  geographical  area  was  approved 
by  the  bureau  as  a  viticultural  area — 
or,  as  the  French  call  such  places,  an 
appellation. 

If  the  bureau  agrees  to  so  designate 
Stags  Leap,  any  vintner  whose  wine 
contains  85%  or  more  of  Stags  Leap 
grapes  can  use  the  name.  A  decision 
from  Washington  is  expected  within 
the  next  two  years. 
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Thauarid 


FLOAT  AWAY  ALL  YOUR  TROUBLES  AT  ONE  OF 
THE  WORLD'S  MOST  ANCIENT  FESTIVALS 


Come  to  the  colourful  Kingdom  of  Thailand 
and  take  part  in  the  unique  Loy  Krathong  festival. 
Dating  from  the  13th  century,  the  Thais  believe 
that  the  lighted  floats  or  krathong,  carry  away  all 
your  troubles  and  cares  upon  the  water. 
Traditional  festivals  like  Loy  Krathong  and  the 
many  other  ceremonies  are  a  colourful  and  vital 
part  of  traditional  Thai  life. 

And  wherever  you  go  throughout  the  Kingdom  you 
will  be  sunounded  by  a  brilliant  blaze  of  colour. 
The  glowing  gold  of  temples  and  Palaces. 
The  sun-drenched  blue  of  cloudless  skies. 
The  purples  and  pinks  of  exotic  orchids. 
The  hot  red  of  chillies  at  a  floating  market. 
The  turquoise  and  aquamarines  of  irridescent 
coral  seas. 

And  the  emerald  green  of  jungle  and  rice  fields. 
Add  to  this  the  kaleidoscope  of  the  multi-colours. 
Of  the  many  colourful  ceremonies  and  festivals, 
the  fine  silks,  dazzling  gems  and  the  exotic  fruits 
and  foods. 

Everywhere  you  go  throughout  Thailand  you 
will  be  captivated  by  those  ever-smiling, 
ever-welcoming  Thai  people,  living  life  to 
the  full  in  their  gentle  Kingdom. 
Come  to  colourful  Thailand. 
You  will  have  a  brilliant  time. 


/ 


For  more  information  on  ^ 
Thailand  see  your  travel  agent  P'*^^: 
or  write  to  the  Tourism 
Authority  of  Thailand 
at  the  following  address  : — 

5  World  Trade  Center,  Suite  No.  2449, 

New  York,  N.Y  10048,  U.S.A. 

Tbc:  667621  TOT  UW   Tel:  (212)  4320433 


I)<)iiiiiitm  \  Sidles'  leap  riiuyarcls 
From  $3,SOO  an  acre  to  $3S,000. 


Does  this  fight  matter  to  anyone 
outside  those  1,200  Stags  Leap  acres? 
It  does.  For  many  decades  the  French 
have  promoted  their  wines  by  their 
appellations  (Bordeaux,  say)  rather 
than  by  the  variety  of  their  grapes 
(cabernet).  In  the  last  couple  of  years, 
many  California  vintners  have  decid- 
ed to  do  it  the  French  way.  The  bureau 
has  divided  California's  vineyards 
into  50  viticultural  areas,  among 


them  Napa  Valley,  Sonoma  and  Car- 
neros.  Stags  Leap,  for  example,  would 
be  a  subappcllation,  with  Napa  Valley 
being  the  primary  appellation. 

Critics  of  the  French  way  argue  that 
marketing  by  appellation  may  appeal 
to  wine  snobs,  but  only  further  con- 
fuses the  average  consumer.  The  crit- 
ics have  a  good  point.  Still,  the  real 
issue  here  is  not  clarity  but  snobbery. 
Robert  Dwyer,  executive  director  of 


the  Napa  Valley  Vintners  Associa- 
tion, says  of  the  practice:  "It  makes 
marketing  a  little  bit  easier." 

Winiarski,  57,  has  decided  there  is 
no  use  swimming  against  the  tide. 
Last  January  he  joined  the  Stags  Leap 
appellation  committee,  as  much  to 
protect  his  interests  as  to  promote  the 
idea.  He  insists  that  the  appellation 
name  not  be  allowed  to  be  written 
large:  "I  don't  want  to  see  labels  like 
they  have  in  France  with  the  appella- 
tion larger  than  the  size  of  the  brand 
name.  Many  consumers  will  buy 
wines  that  say  Stags  Leap  District  and 
think  it's  my  brand."  Winiarski 
would  also  like  to  increase  the  85% 
requirement  to  100%,  to  make  it 
more  difficult  for  other  wineries  to 
use  the  Stags  Leap  designation. 

Proclaiming  that  he  and  neighbor 
Doumani  had  "spent  enough  on 
lawyers'  fees,"  Winiarski  and  his  old 
foe  went  fishing  together  and  are 
jointly  producing  four  barrels  of  what 
they  call  1985  Accord  cabernet  sauvi- 
gnon.  The  wine  (which  will  be  deliv- 
ered in  a  few  years)  fetched  $8,000  for 
the  lot,  roughly  $500  a  bottle,  at  a 
recent  Napa  Valley  wine  auction. 

Doumani?  He,  too,  is  going  with 
the  flow.  He  has  put  his  winery  and 
240  of  his  400  acres  up  for  sale.  His 
asking  price  is  $35,000  an  acre  for 
land  he  bought  in  1970  for  $3,500.  ■ 


How  to  save  a  drowning  m 


)C1!. 


Battling  the  Bell  operating  companies  for 
choice  cellular  phone  markets  would  be 
tough  enough.  The  Federal  Communica- 
tions Commission  has  made  it  rougher. 


Static  on 
the  line 


By  Ruth  Simon 


WE  INTEND  TO  STAY  [in  Cellu- 
lar], but  it's  getting  awful 
lonely,"  says  John  Stanton, 
executive  vice  president  of  McCaw 
Communications  Cos.,  now  the  larg- 
est cellular  phone  company  outside 
the  telephone,  or  wireline,  industry. 

Stanton  isn't  completely  alone  yet, 
but  the  ranks  are  thinning.  The  rea- 
sons are  several.  The  Federal  Commu- 
nications Commission  began  by 
throttling   non-wireline  companies 


that  were  trying  to  get  into  cellular. 
The  baby  Bells  would  be  powerful 
competitors  even  if  the  FCC  hadn't 
handed  them  a  head  start  in  promis- 
ing markets.  And  now,  with  sales  esti- 
mates for  the  cellular  industry  as  high 
as  $2.6  billion  by  1990,  Bell  compa- 
nies have  been  paying  record — some 
would  say  outlandish — prices  to  buy 
out  their  competitors.  Southwestern 
Bell's  $1.65  billion  embrace  of  Metro- 
media's cellular  and  paging  business 
is  the  latest  example. 
The  FCC  did  not  plan  it  this  way.  It 


says  it  was  trying  to  encourage  com- 
petition when  it  began  handing  out 
licenses  to  operate  cellular,  that  is 
radio-telephone,  systems  on  a  two- 
per-city  basis  in  1983.  To  try  to  pre- 
vent a  Bell  monopoly,  the  FCC  re- 
served one  license  for  a  telephone 
company,  and  the  second  for  a  non- 
wireline  firm. 

But  the  non-wireline  companies 
were  hamstrung  from  the  start.  Only 
the  local  phone  companies  could  vie 
for  the  wireline  license  in  each  cellu- 
lar market.  With  few  competitors  per 
city,  the  phone  companies  quickly  di- 
vided their  cellular  franchises,  began 
building  systems,  and  were  the  first  in 
most  major  markets  to  offer  service. 
On  the  non-wireline  end,  competition 
was  keener  and  the  selection  process 
cumbersome.  The  FCC  awarded  li- 
censes in  the  30  largest  cities  only 
after  public  hearings,  and  in  smaller 
markets  by  lottery.  Some  awards  were 
further  delayed  by  legal  challenges. 
Obvious  to  everyone  but  the  FCC, 
this  gave  the  wirelines  a  crucial  head 
start.  It  also  guaranteed  that  their 
competition  would  be  fragmented  and 
forced  to  make  marriages  of  conve- 
nience, taking  small  shares  of  partner- 
ships to  better  their  odds. 

Shotgun  marriages  make  for  poor 
relations,  and  some  non-wiieline 
partnerships  have  been  hurt  by  con- 


iMa  35-knot  crosswind 

ascue  work  at  sea  is  seldom  done  in  fine 
jeother  and  calm  seas.  That's  whiy  thie  United 
jates  Coast  Guard  demands  stringent 
ilquirements  for  thielr  hielicopters,  including 
ability  in  flighit  -  even  in  strong  crosswinds  - 
Id  protection  against  potential  tall-rotor 
ccldent  tiazards. 

meet  thie  Coast  GJord's  ctiollenge 
erospatiale  used  its  innovative  "fenestron" 
ctinology.  Advanced  technology  first 
troduced  in  the  Gazelle  in  1966,  technology 
hich  has  consistently  proven  performance, 
ability,  safety  and  reliability. 


This  proven  technology  has  caught  the  interest 
of  the  U.S.  Army.  The  "fenestron"  has  been 
requested  in  the  specifications  for  the  Army's 
next  generation  helicopter...  the  LHX. 
As  we  see  it,  advanced  technology  is 
synonymous  with  increased  operationor  safety 
and  reliability.  This  means  adapting  leading- 
edge  technology  to  satisfy  our  customer's 
needs,  which  is  one  reason  why  the  U.S.C.G.  as 
well  as  fire  departments,  police  units,  hospitals, 
armed  forces,  and  VIPs  the  world  over  place 
their  trust  in  Aerospatiale...  the  world's  leading 
helicopter  exporter. 


hat's  special. that's  aerospatial^. 


aerospatiale 

<i^Tospat/c(/^ 


aerospatiale 


flicts  among  their  members.  Oth- 
ers, seeing  the  prices  they  could 
command,  simply  sold  out.  And 
many  who  still  fancy  themselves 
to  be  long-term  players  are  bail- 
ing out  of  markets  where  they 
have  tiny  shares  to  build  majority 
stakes  elsewhere. 

"I  don't  need  somebody  telling 
me  how  to  do  things,"  explains 
Jack  Brcnnan  of  Metro  Mobile 
CTS,  a  privately  held  company 
controlled  by  the  Bass  brothers 
and  Lindemann  Enterprises  that 
has  sold  small  interests  in  Cin- 
cinnati and  Houston.  Brennan  is 
drawing  back  to  a  hub-and-spokc 
strategy.  He  hopes  to  take  advan- 
tage of  administrative  and  mar- 
keting economies  of  scale  by 
staying  in  cities  clustered  near 
one  another,  such  as  Phoenix, 
Tucson,  El  Paso  and  Albuquerque. 

Metro  Mobile  isn't  the  only  one. 
McCaw,  a  $78  million  (sales)  private 
company  45%  owned  by  Affiliated 
Publications  (publishers  of  the  Boston 
Globe],  recently  agreed  to  pay  $155 
million  for  two  small  cellular  compa- 
nies that  together  control  1 1  southern 
cities.  New  York-based  LIN  Broad- 
casting (1985  sales,  $172  million)  has 
sold  minority  interests  in  Bridgeport 
and  Hartford,  Conn.,  while  building 
its  stake  in  Dallas  and  Houston. 

But  the  Goliaths  of  the  telephone 
industry  are  playing  this  game,  too.  In 
June,  Southwestern  Bell  announced  it 
would  pay  a  record  $1.65  billion — $41 
per  potential  customer — for  Met- 
romedia's interests  in  such  prime 
markets  as  Chicago,  New  York  and 
Washington/Baltimore.  The  pur- 
chase followed  a  decision  in  Feb- 
ruary by  Judge  Harold  Greene  al- 
lowing Pacific  Telesis  Group,  j 
Bell  operating  company,  to  pur- 
chase Communications  Indus- 
tries, a  non-wireline  with  inter- 
ests in  San  Francisco,  Atlanta, 
San  Diego  and  Dallas. 

At  more  than  twice  the  price 
cellular  licenses  traded  for  six 
months  earlier,  the  Metromedia 
sale  was  one  more  indication  of 
the  telephone  companies'  superi- 
or financial  strength.  "A  $1.6  bil- 
lion transaction  is  beyond  what 
we  could  reasonably  afford  to 
pay,"  admits  Stanton,  who  had 
eyed  the  Metromedia  properties. 
"We're  moving  toward  an  indus- 
try dominated  by  the  telephone 
companies,"  he  adds.  "What  am  1 
going  to  do,  tender  for  PacTel?" 

With  that  kind  of  acquisition 
out  of  the  question  and  the  recent 
spate  of  Bell  company  purchases, 
the  non-wirelines  will  soon  be 


MiU'or  non -wireline  cellular 
phone  companies 

Company 

Potential 

customers' 

Largest  cities  served  (millions) 

McCaw 

Communications 

San  Francisco,  Pittsburgh^ 
Minneapolis,  Denver 

25.6 

LIN  Broadcasting 

New  York,  Los  Angeles, 
Philadelphia,  Dallas 

16.2 

Mobile 

Communications 
Corp  of  Americat 

Los  Angeles,  Houston, 
Milvt-aukee,  Indianapolis 

10.3 

Metro  Mobile  CTS 

Phoenix,  Hartford, 
Providence,  Bridgeport 

8.S 

Graphic  Scanning 

Detroit,  St.  Louis, 
Minneapolis,  Cleveland 

*l'o|5ul.itii HI  in  citio  scned  acciirding  to  I9H()  cciimis  time-' 
sli.irc  ol  li^.l■n^L'     ijoliit  \L-ntiitX'  uilli  Ik-IISuuth  .iwaitin.u 
rcgulati  in  .ippiowil 

excluded  from  five  major  markets — 
Chicago,  Boston,  Baltimore/Washing- 
ton, Atlanta  and  San  Diego.  In  several 
others  they  are  being  forced  into  un- 
comfortable partnerships.  Consider 
LIN  Broadcasting.  LIN's  minority 
partner  in  Dallas  is  PacTel,  its  com- 
petitor in  Los  Angeles.  Its  Dallas  com- 
petitor. Southwestern  Bell,  will  soon 
be  its  partner  in  Philadelphia  and 
New  York. 

PacTel  has  agreed  to  become  a  pas- 
sive partner  in  Dallas,  where  it  has  a 
16%  stake.  But  Southwestern  Bell 
will  have  close  to  a  50%  stake  in  its 
new  markets.  "It's  something  we're 
going  to  have  to  be  focusing  on,"  ad- 
mits LIN  Vice  President  Michael 
Plouf.  Like  other  non-wirelines,  LIN 
has  argued  that  the  Bell  purchases 


JoImi  SkDitoii  of  McCcnv  Coniniiniiaifioiis 
"What  am  I  going  to  do,  tender/or  PacTel?' 


will  reduce  competition  and  slow 
the  industry's  development. 

The  non-wirelines  say  they 
will  provide  better  service  and 
more  aggressive  pricing  than  tra- 
ditional phone  companies.  But 
with  their  aggressive  buyout 
strategies,  the  baby  Bells  have  al- 
ready shown  their  financial  mus- 
cle. The  oldest  cellular  system, 
Chicago's,  is  less  than  three  years 
old,  and  because  of  licensing  de- 
lays many  non-wireline  systems 
have  gotten  off  the  ground  six 
months  to  nearly  two  years  be- 
hind their  competitors. 

"Head  start  is  thus  far  the  ma- 
jor factor,"  says  industry  analyst 
Herschel  Shosteck.  In  Balti- 
more/Washington, the  2'/2-year- 
old  non-wireline  group  got  out  of 
the  gate  four  months  before  Bell 
Atlantic  did  and  now  controls  two- 
thirds  of  its  market.  In  Chicago, 
where  Ameritech,  the  Bell  company, 
had  a  15-month  lead,  the  I '/2-year-old 
non-wireline  has  only  a  40%  share. 

To  develop  a  customer  base  and 
name  recognition  while  they  build 
their  own  systems,  most  non-wire- 
lines have  chosen  to  resell  cellular 
service  purchased  from  the  wirelines. 
It's  a  smart  enough  long-term  strategy 
but  adds  to  already  heavy  startup 
costs.  "For  every  dollar  the  customer 
was  spending,  we  were  spending  an- 
other dollar,"  says  Metro  Mobile's 
Brennan,  who  has  invested  $40  mil- 
lion to  get  his  cellular  systems  up.  "In 
Phoenix,  we  were  losing  $200,000  to 
$300,000  as  a  reseller  per  month." 
And  even  after  their  systems  are  up, 
the  non-wirelines  still  have  to 
buy  connections  into  the  landline 
telephone  system  from  their 
wireline  competitors. 

With  only  450,000  subscribers 
nationwide,  many  cellular  sys- 
tems are  at  least  two  years  from 
profitability.  Doesn't  it  make 
sense  to  take  a  profit  now  and 
sell  out  while  licenses  are  trading 
at  alltime  highs?  "We're  on  the 
verge  of  such  an  exciting,  explo- 
sive period  of  growth,"  counters 
McCaw's  Stanton,  whose  compa- 
ny has  funneled  about  $400  mil- 
lion into  cellular.  "I  don't  believe 
there's  a  better  investment  in 
America  today." 

Certainly  with  prices  for  li- 
censes going  into  the  strato- 
sphere, lots  of  folks  are  already 
making  wads  of  dough  in  the  cel- 
lular phone  business.  But  the 
FCC's  heavy  hand  seems  also  to 
have  shaped  an  industry  where 
the  Bell  companies  are  getting 
the  biggest  piece  of  the  pie.  ■ 
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YOU  COULD  SAVE  A  BIG 
FIFTY  DOLLARS  ON  THE  NEW 
OUIETJET  PLUS  PRINTER? 

If  your  old  printer  is  beginning 
to  sound  like  an  industrial  chain 
saw,  you  should  give  a  Usten  to  the 
new  Quietjet  Plus  printer  from 
Hewlett-Packard.  It  gives  you  quiet 
operation  and  superb  printing  qual- 
ity at  a  very  affordable  price.  And 
for  a  limited  time,  you  can  get  a  $50 
rebate  on  any  Quietjet  Plus  you  buy. 

Just  visit  your  HP  dealer  for  a 
Quietjet  Plus  demonstration.  You'll 
see  its  near  letter  perfect  printing 
quality.  And  how  its  wide  carriage 
lets  you  print  a  wide  range  of  docu- 
ments, from  short  memos  to  long 
spreadsheets.  You'll  hear — or 
almost  hear — how  incredibly  quiet 
it  is.  So  quiet  that  you  can  carry  on 
a  normal  telephone  conversation 
without  being  disturbed. 

The  Quietjet  Plus  represents  the 
kind  of  business  computing  inno- 
vations you've  come  to  expect  from 
the  company  that  never  stops 
asking,  "What if...?" 

So  if  your  printer  is  breaking  the 
sound  barrier,  just  call  1 800  367-4772, 
Dept.  687R  for  the  Hewlett-Packard 
dealer  nearest  you. 


Wifff  HEWLETT 
mL'cM  PACKARD 

Business  Computing  Systems 


Offer  expires  9/30/86.  Rebate  available  when  submitted  with  proof  of  purchase  and  official  form  avail- 
able at  participating  dealers  and  from  HP  sales  reps.  Void  where  taxed,  restricted  or  forbidden  by  law 
©  1986  Hewlett-Packard  Company  PG603FB8 


lhange  is  frightening.  It  can  paralyze  powerful  executives. 
I  It  can  cause  entire  organizations  to  drag  their  corporate  feet. 
It's  the  stuff  sleepless  nights  are  made  of. 
Not  long  ago,  International  Harvester  was  in  the  shadow  of  an 
ven  more  frightening  prospect. 
The  reaper  was  already  at  our  doorstep.We  had  to  change, 
relse. 

We  had  to  streamline  operations.  Greatly  improve  productivity. 
md  find  new  ways  to  compete. 
The  fact  that  you're  reading  this  today  is  testimony  to  how  well 
ur  people  rally  to  change. 

We  consolidated  facilities.  Eliminated  five  levels  of  bureaucracy, 
oubled  manufacturing  productivity.  Cut  inventory  by  two-thirds, 
d  orchestrated  the  largest  private  debt  restructuring  in  history. 
An  old  company  set  in  its  ways,  changed.  And  was  reborn  as 
avistar  International  Corporation. 
In  doing  so,  we  learned  a  lesson. 

Change  is  not  a  nemesis.  It  is  vital  to  our  organization. To  any 
rganization. 

Properly  managed,  change  is  progress.  It's  the  road  to  improved 
uality,  and  to  new  products  that  will  help  our  customers  meet 
eir  changing  needs. 

It's  a  competitive  edge.  Change  helps  us  further  strengthen  our 
lumber  one  position. 
Yet  we  know  we  must  never  change  merely  for  the  sake  of 
hange.  Change  is  not  a  goal.  It's  the  means  to  a  goal. 
Today,  we're  still  chan^ng. 

We're  growing.  Improving.  And  finding  better  ways  to  serve  our 
:ustomers. 

Change,  however,  still  keeps  us  awake  at  night. 
But  these  days  it's  because  we're  dreaming  of  new  ways  to 
Accomplish  it.  

/MVISTA/i. 

The  rebirth  of  International  Harvester 


With  oil  prices  way  down,  does  coal  have  a 
future?  Probably  a  brighter  one  than  ever. 


By  James  Cook 


Coal 
comfort 


T [here's  good  news  and  bad 
news  for  the  coal  industry.  The 
bad  news  is  that  the  drop  in  oil 
prices  has  sent  coal  prices  into  a  tail- 
spin.  The  good  news  is  that,  given 
time,  new  technology  is  on  the  way 
that  could  make  coal  more  competi- 
tive than  ever  with  oil  in  the  utility 
market. 

First  the  bad  news: 
After  1970  the  $22.7  billion  U.S. 
coal  industry  rode  high.  Prices  were 
up,  growth  brisk,  and  profits  regular 
and  remunerative.  Coal  can  thank 
OPEC  for  that.  For  a  quarter  of  a  cen- 
tury after  World  War  II,  coal  prices 
hovered  around  $5  a  ton.  But  after 
1970,  when  OPEC  came  to  power, 
prices  rose  in  tandem  with  oil,  peak- 
ing at  nearly  $28  in  1982.  Even  at  $28, 
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Th&  initial  challenge:  to  demonstrate  clean-coal  technologies  will  pay  off  on  a  utility  scale. 


coal  had  price  advantages  over  oil. 
In  the  Southeast,  for  instance,  coal 

d      cost  only  $2  per  million  Btu,  vs.  $5  for 

e      local  oil  and  gas  when  oil  prices  were 

1  higher. 

But  now  oil  prices  are  dropping  so 

1      rapidly  that  in  the  Southeast  the  dif- 

I  ferential  dropped  from  $2  per  million 
Btu  in  January  1985  to  65  cents  in 

I  March  1986.  A  few  months  ago  the 
National  Coal  Association  concluded 
that,  assuming  moderate  economic 
growth,  U.S.  coal  consumption  would 
increase  at  only  1.9%  per  year,  down 
from  5%. 

Switching  back  to  oil  is  already  un- 
der way.  So  far  this  year,  as  B.R. 
Brown,  chairman  of  both  the  National 
Coal  Association  and  Consolidation 

I     Coal,  points  out,  the  increase  in  coal 
production  continues  to  lag  well  be- 


tric  power  production  rose  more  than 
1%,  the  coal  bum  went  down  more 
than  5%.  Florida  Power  &  Light,  for 
instance,  is  buying  less  coal-fired 
power  from  the  Southern  Co.  and  is 
depending  more  heavily  on  its  oil- 
burning  plants.  Through  the  end  of 
April  Niagara  Mohawk's  coal  bum 
was  down  12%,  Philadelphia  Elec- 
tric's37%. 

Most  coal  producers  have  already 
been  price-cutting  their  way  into  the 
red,  running  the  business  for  cash 
rather  than  profit.  "Not  many  coal 
companies  today  are  making  money," 
says  Brown.  "Are  we  sick?  Yeah, 
we're  pretty  sick." 

The  good  news? 

Because  of  pollution  problems, 
many  midwestern  utilities  must  use 
low-sulfur  coal  railroaded  all  the  way 
from  the  low-sulfur  mines  in  the 
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Natiotia/  Coal  Association's  B.R.  Brown 
New  hope  Jot  a  sick  industry. 


West.  The  resulting  freight  bill  adds 
considerably  to  the  cost  of  burning 
coal.  But  if  the  utilities  buy  nearby 
eastern  coal,  they  must  first  clean  it  at 
costs  that  may  exceed  the  freight  bill 
for  western  coal. 

The  problem  is  that  flue-gas  scrub- 
bers, the  most  widely  used  clean  coal 
technology,  are  high-cost  and  unreli- 
able. The  two  most  promising  alter- 
natives, gasification  and  fluidized  bed 
combustion,  have  not  yet  demon- 
strated their  capabilities  on  a  com- 
mercial scale. 

These  as  yet  unproven  technologies 
may  prove  salvation  for  the  coal  in- 
dustry. Both  remove  pollutants  before 
or  during  the  combustion  process,  and 
both  have  a  capital  cost  advantage 
over  scrubbers,  though  how  much  is 
not  yet  clear.  "But  the  edge  is  there," 
says  Jurgen  Kleinau,  marketing  man- 
ager of  Keeler/Dorr-Oliver,  "so  why 
not  go  for  it?" 

Most  promising  are  the  commer- 
cial-scale fluidized  bed  demonstration 
projects  under  construction  at  plants 
of  the  Tennessee  Valley  Authority, 
Northem  States  Power,  and  Colorado- 
Ute  (Forbes,////]'  15,  1985).  John  Bren- 
nan,  senior  vice  president  of  Ameri- 


can Electric  Power,  which  has  often 
set  industry  directions,  says  flatly 
that  the  company's  next  generation  of 
power  plants  will  use  fluidized  bed 
combustion. 

If  this  process  proves  out,  as  every- 
one expects,  the  potential  is  consider- 
able— both  for  new  plants  and  for  ret- 
rofitting small-scale  ones.  According 
to  Electric  Power  Research  Institute, 
there  are  30,000  megawatts  of  old 
plant  (4.3%  of  the  U.S.'  total  capacity) 
that  could  be  retrofitted. 

The  adoption  of  these  clean  coal 
technologies  will  very  probably  pro- 
duce changes  as  dramatic  as  the  shift 
from  eastern  to  western  coal  in  the 
Seventies.  This  time  the  shift  will  be 
back  to  eastern  coal.  "The  critical 
competitive  variable  for  coal  produc- 
ers," as  a  brilliant  Charles  River  As- 
sociates study  points  out,  "is  the 
lowest  cost  per  environmentally  ac- 
ceptable Btu."  This  in  turn  means 
that  railroads  like  the  Burlington 
Northem  and  Union  Pacific  that 
have  grown  rich  moving  western 
coal  to  market  may  find  themselves 
losing  ground,  while  companies  like 
CSX,  Norfolk  Southern  and  especial- 
ly Conrail  may  regain  traffic  that 
they  lost  decades  ago. 

But  the  new  technologies  face  a  po- 
litical hurdle  that  may  be  harder  to 
get  over  than  the  technical  hurdles. 

The  Henry  Waxman  (D-Calif.)  bill 
now  before  Congress  would  require 
the  industry  to  cut  emissions  by  5 
million  tons  by  1993,  and  another  4 
million  tons  by  1997  (about  35%  alto- 
gether). Passage  of  this  bill  could  be  a 
disaster  for  consumers  as  well  as  for 
the  industry.  The  time  called  for  is  so 
short,  Brown  argues,  that  the  industry 
would  have  no  choice  but  to  switch 
on  a  giant  scale  to  low-sulfur  western 
coal  rather  than  adopting  the  far  less 
disruptive  but  still  immature  clean 
coal  technologies  now  being  devel- 
oped. They  might  even  shift  to  foreign 
coal.  "You  can  bring  coal  from  Co- 
lombia to  the  Gulf  Coast  for  $8  a  ton, 
but  you  move  coal  by  rail  to  Florida 
for  $14.50  to  $15.50  a  ton.  That's  the 
problem  you  face." 

The  cost  to  consumers  will  be  se- 
vere if  the  Waxman  bill  passes.  Ac- 
cording to  one  estimate,  it  costs  Chi- 
cago's Commonwealth  Edison  3.5 
cents  a  kilowatt-hour  to  produce  pow- 
er using  Montana  and  Wyoming  coal, 
vs.  2  cents  per  kwh  with  locally  pro- 
duced Illinois  coal. 

The  question  is:  Will  Congress  take 
the  wiser  if  somewhat  slower  course 
of  letting  the  better  technology  devel- 
op or  will  it  succumb  to  the  have-it- 
all-now  appeal  of  quick  fixes  iike  the 
Waxman  bill?  ■ 


CSX  Carves  Out  Its  Own  Tlxiils  To  The  Future  With 
New  Ways  To  Improve  Shareholder  Value. 

CSX  has  just  entered  a  new  era  of  growth  potential. 
Today  this  $1 1  billion  giant  is  gaining  even  greater  strength  as 
leader  in  Transportation,  Energ^^  Technology  and  Propertie 

CSX  Transportation  provides  custom-made  rail, 
barge,  truck  and  warehouse  services  to  help  shippers  read 
markets  across  the  country  and  around  the  world, 

CSX  Energy  directs  activities  in  oil  and  gas  exploratic 


^rld  development,  operates  natural  gas  pipelines,  and 

nonages  CSX- owned  coal  reserves. 

CSX  Technology  is  a  leader  in  computer  information 

ervices,  with  telecommunications  systems  which  include  the 

lotion's  most  extensive  fiber  optics  network. 

CSX  Properties  is  a  major  developer  of  real  estate  interests. 
For  more  information  on  the  new  growth  potential  of 

"SX  Corporation,  write:  CSX  Corporate  Communications, 

^O.  Box  C-32222,  Department  B-4B,  Richmond,  VA  23261. 
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The  Up  &  Coiners 


Strategy 


SuperShuttles  Mitch  Rouse  is  making  travel 
to  and  from  Los  Angeles  and  San  Francis- 
co airports  convenient,  predictable  and 
cheap.  Can  he  go  national? 


Off  the  meter 


By  Hare  Beauchamp 


YOUR  flight's  an  hour  late  and 
the  baggage  won't  be  out  for  an- 
other half  hour.  The  humidity  climbs 
into  the  90s.  Ahead  is  a  dismal  choice: 
wait  in  line  to  collect  your  rental  car 


from  a  distant  airport  lot  or  jump  into 
a  surly  hack's  dirty  cab. 

If  the  best  new  business  ideas  spring 
from  attempts  to  improve  the  human 
condition  by  reducing  daily  hassles, 
then  Mitch  Rouse  may  be  on  to  a 
great  thing.  Three  years  ago  Rouse, 


45,  launched  a  service  called  Super- 
Shuttle  International,  Inc.  Air  travel- 
ers living  in  or  visiting  Los  Angeles  or 
San  Francisco  can  call  SuperShuttle 
24  hours  a  day.  The  service  responds 
by  sending  a  clean,  bright-blue  air- 
conditioned  Dodge  van  and  a  friendly 
driver  to  the  traveler's  home,  office  or 
hotel.  The  van  drops  the  traveler  off  at 
his  or  her  airline  terminal.  Inbound 
passengers  can  catch  one  of  the  Super- 
Shuttle  vans  at  the  airport  and  be 
dropped  at  their  destinations.  Conve- 
nient door-to-door  service — for  half, 
or  less,  the  price  of  a  taxi  ride.  A  trip 
from  Los  Angeles  International  Air- 
port to  downtown  Los  Angeles,  for 
example,  costs  $10,  as  against  $24- 
plus  by  taxi.  Major  credit  cards  are 
accepted  by  courteous  young  drivers. 
"You're  going  to  get  grouped  with  a 
maximum  of  two  other  parties,"  says 
Rouse  of  his  service's  principal  draw- 
back. But  "more  than  that  is  absolute- 
ly verboten." 

Serving  San  Francisco  International 
Airport  and  five  airports  in  the  Los 
Angeles  area,  SuperShuttle  grossed 
$5.2  million  last  year,  according  to 
Rouse.  With  his  fleet  of  240  Super- 
Shuttle  vans  now  carrying  about 
135,000  passengers  a  month.  Rouse 
predicts  revenues  will  hit  $12.5  mil- 
lion this  year.  Earnings  of  the  private- 


Max  Aguilcra  Hellwcg 


'.'/'/l  Intematiorial's  Mitch  Rouse 
"if  you  blow  someone's  airplane  trip,  you  can  cost  them  a  business  deal.' 


ly  owned  company?  Rouse  will  say 
only:  "We  are  profitable  even  while 
expanding." 

San  Francisco  and  Los  Angeles  are 
Rouse's  beachheads.  This  month 
Rouse  will  introduce  SuperShuttle  to 
the  Phoenix  market.  He  says  he  is 
close  to  starting  the  service  in  three 
additional  cities,  two  in  the  West  and 
one  in  the  East.  Longer  term,  says 
Rouse,  "Our  goal  is  a  national  opera- 
tion, so  that  when  you  land  in  Den- 
ver, Des  Moines  or  wherever,  you  can 
take  a  SuperShuttle." 

This  is  no  novice  moving  into  peo- 
ple-moving. Rouse's  family  has  been 
in  the  taxi  and  rental  car  business  for 
over  40  years.  He  now  owns  some  400 
taxis  serving  downtown  Los  Angeles, 
the  harbor  area.  Long  Beach  and  South 
Bay,  and  knows  firsthand  how  frag- 
mented and  inefficient  airport  ground 
transportation  is. 

"It's  still  a  mom-and-pop  busi- 
ness," says  Rouse.  "You  get  off  a 
plane  in  Albuquerque,  it's  one  thing, 
Chicago  is  different,  in  Cleveland  it's 
something  else.  You  have  to  know 
what  to  do,  where  the  bus  may  or  may 
not  take  you,  what  the  limos  do. 

"We  saw  a  glaring  difference," 
Rouse  continues,  "between  the  mar- 
keting and  management  of  the  taxi 
and  airport  transportation  industry 
and  the  rental  car  business,  which  is 
highly  managed,  very  competitive 
and  geared  more  to  the  more  profes- 
sional airline  style  of  doing  business." 
Rouse's  drivers — most  of  them  col- 
lege age  or,  in  Los  Angeles,  aspiring 
actors — all  wear  the  company  uni- 
form of  white  shirt,  black  slacks,  tie 
and  royal-blue-and-gold  SuperShuttle 
jacket.  Their  pay:  30%  of  the  gross, 
plus  tips. 

For  SuperShuttle  to  succeed.  Rouse 
must  maximize  his  vans'  load  factor 
while  minimizing  his  customers'  in- 
convenience. Rouse:  "Our  job  is  to 
group  you  with  other  parties  [whose 
pickups  and  destinations  are]  very 
close.  As  we  get  more  trips,  the  line  to 
your  house  gets  straighter." 

To  make  it  straighter  still.  Rouse  is 
replacing  his  current  voice-based  dis- 
patching system  with  a  computerized 
system  akin  to  that  used  by  Federal 
Express.  Each  van  will  soon  be 
equipped  with  video  terminals  that 
will  silently  display  dispatching  infor- 
mation to  help  route  the  shuttles.  Cost 
of  thenew  system:  $2million.  "There's 
a  lot  at  stake  here,"  says  Rouse.  "If  you 
blow  someone's  airplane  trip,  you  can 
cost  them  a  business  deal.  This  isn't 
just  a  trip  to  the  store." 

Like  the  rental  car  companies,  Su- 
perShuttle is  marketed  through  tie- 
ins  with  airlines,  hotels,  travel  agents 


and  tour  operators.  Los  Angeles'  ex- 
pensive Century  Plaza  Hotel,  for  ex- 
ample, pays  SuperShuttle  an  undis- 
closed sum  so  that  its  guests  can  take 
the  service  free.  Its  customers  are  the 
kind  of  travelers  Rouse  hopes  will  re- 
member his  service:  "The  airport  bus 
serves  the  Century  Plaza  once  every 
hour  and  a  half.  We  serve  it  six  or 
seven  times  an  hour. 

"Besides,"  Rouse  adds,  "business 
people  don't  like  to  travel  on  buses." 
The  price  advantage — $7  between  San 
Francisco  International  Airport  and 
downtown  on  SuperShuttle,  vs.  $24 
for  a  taxi — has  helped  Rouse  convince 
controllers  at  Levi  Strauss  and  Pacific 
Gas  &  Electric  to  encourage  employ- 
ees to  take  SuperShuttle. 

On  the  other  hand.  Rouse  agrees 


By  Alyssa  A.  Lappen 

THE  COMPANY  IS  MINDING  itS  OWU 
business,  building  up  cash  and 
earning  a  nice  income.  Then  a  shark 
appears,  starts  buying  stock.  Soon  the 
company  is  in  the  shark's  belly.  This 
was  nearly  the  fate  of  Burnup  Sims 
Inc.,  of  Fort  Lauderdale.  Here's  how  it 
swam  out  of  the  shark's  way: 

The  $180  million  (1985  sales)  com- 
pany is  the  nation's  leading  installer 
of  cable-television  and  telecommuni- 
cations systems.  In  its  heyday.  Burn- 
up  Sims  did  a  lot  of  cable  business 
with  firms  such  as  Cox  Communica- 
tions, Storer  and  Warner.  Between 
1978  and  1981  earnings  nearly  tripled, 
to  over  $1  a  share. 

This  attracted  another  Floridian, 
Miami's  Victor  Posner.  By  1984 
Posner  controlled  43%  of  B&S.  The 
likely  lure:  Burnup  &  Sims'  Sunbelt 
real  estate  (including  a  chain  of  movie 
theaters)  and  a  $52  million  cash  pile. 

Posner  has  just  been  convicted  of 
income  tax  evasion  and  has  suffered 
other  recent  setbacks.  But  he  had  al- 
ready met  his  match  in  Burnup  &. 
Sims'  chief  executive,  Nick  Capo- 


SuperShuttle  probably  cannot  com- 
pete in  cities  where  the  airport  is 
close  to  downtown.  "San  Diego's 
probably  not  good,"  he  says.  "You're 
looking  at  a  $5  cab  ride  from  the  air- 
port to  the  central  business  district." 

A  more  serious  problem  involves 
local  regulators  and  angry  bus  and  taxi 
operators.  Taxi  and  airport  bus  com- 
panies in  San  Francisco  and  Los  Ange- 
les have  complained  to  regulators 
about  SuperShuttle,  charging  that  its 
drivers  solicit  passengers  at  the  air- 
port. "There  are  vested  interests  out 
there  not  happy  losing  market  share 
this  fast,"  says  Rouse. 

As  most  vested  interests  ultimately 
learn,  however,  he  who  provides  the 
best  service  cheapest  usually  wins. 
Not  always,  but  usually.  ■ 


rella.  A  coal  miner's  son,  Caporella, 
50,  has  spent  the  last  ten  years  at  the 
top  of  the  B&S  hierarchy.  In  1982, 
when  Posner's  stake  rose  above  29%, 
Caporella  quit,  cashed  in  $4  million 
worth  of  hastily  accelerated  perks  and 
a  golden  parachute,  and  took  17  exec- 
utives with  him.  The  company  re- 
mained, but  with  no  people  to  run  it. 
B&S'  board  begged  Caporella  to  re- 
turn. He  did,  and  won  a  temporary 
federal  restraining  order  that  has 
barred  Posner  from  interfering  with 
company  business. 

From  Caporella's  perspective,  how- 
ever, the  restraining  order  didn't  solve 
the  longer-term  problem:  how  to 
make  Posner  go  away  and  stay  away. 

Events  moved  on.  In  1982  B&.S' 
earnings  collapsed.  They  kept  collaps- 
ing. Performance  has  been  rather  dis- 
mal since — thanks,  says  Caporella,  to 
Posner's  "black  cloud"  over  the  com- 
pany. "Our  operating  subsidiary  presi- 
dents stopped  working,"  Caporella 
complains.  "They  felt  humiliated." 
Posner's  people  have  a  different  view. 
Retorts  Donald  Glazer,  an  executive 
vice  president  of  DWG  Corp.,  the 
holding  company  for  Posner  affiliates: 


The  Up  &  Comers 


Dealmakers 


Burnup  &  Sims'  Nick  Caporella  managed  to  neutralize 
Victor  Posner.  Now  who  will  neutralize  Caporella? 


One  down, 
one  to  go? 
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"Caporella  is  obviously  looking  for  a 
scapegoat  to  make  up  for  his  own 
business  inadequacies." 

In  1982  Caporella  tried  to  interest  a 
white  knight  in  Burnup  &.  Sims.  No 
luck.  Finally,  last  November,  Capo- 
rella hit  on  a  solution:  dilution.  The 
mechanics  are  a  little  complicated 
but  promising  for  any  company  that 
smells  a  shark. 

Step  one:  Caporella  created  his  own 
white  knight,  a  company  he  called 
National  Beverage  Corp.  A  partner- 
ship that  Caporella  controls  kept  55% 
of  National  and  sold  40%  to  Burnup  &. 
Sims  for  $38.2  million  in  cash  plus  1.8 
million  new  B&S  shares.  With  that 
new  B&S  stock  now  under  Caporel- 
la's  personal  control,  Posner's  B&S 


holding  was  watered  down  from  43% 
to  about  35%. 

Step  two:  To  put  National  Beverage 
in  business,  Caporella  simultaneous- 
ly had  the  shell  buy  Shasta  Beverages 
from  Sara  Lee  for  S40  million  in  cash 
plus  the  1.8  million  Burnup  i>i.  Sims 
shares.  Now  Sara  Lee  owns  17%  of 
Burnup  &  Sims,  although  it  has  given 
National  Beverage  (namely  Nick  Ca- 
porella) the  right  to  vote  the  shares. 
(The  other  5%  of  National  Beverage  is 
owned  by  Sara  Lee.) 

Boasts  Caporella  of  all  the  stock 
shuffling:  "Burnup  got  a  fantastic  in- 
vestment, protected  its  hard  cash  and 
provided  itself  with  a  white  knight." 

Grumbles  Posner's  Glazer:  "We 
wouldn't  have  had  Shasta  given  to  us. 


Burnup  &  Sinis  Chuj  Lxccuiiiv  Xick  CapuivlUi 
The  solution  was  dilution. 


It  IS  a  very  bad  investment.  He  (Capo- 
rella] was  able  to  use  iBdkS'j  money  to 
the  detriment  of  shareholders." 

At  this  point  in  the  story,  Posner's 
stake  is  35%.  But  Caporella  still  sees 
him  as  a  threat.  So  in  June  Caporella 
sold  another  5.2  million  new  Burnup 
&  Sims  shares  to  National  Beverage. 
This  diluted  Posner's  stake  to  23%. 
"It's  like  being  reborn,"  says  Capo- 
rella of  neutralizing  the  Posner  threat. 
Still  more  bad  news  for  Posner  and  his 
many  creditors. 

Of  course,  Caporella  has  problems, 
too.  Burnup  &.  Sims  lost  $13.4  million 
in  fiscal  1983  (ended  Apr.  30)  and  $4.6 
million  in  1984.  It  showed  a  profit  of 
$14.6  million  in  fiscal  1985,  but  most 
of  that  was  a  gain  from  the  sale  of 
some  bottling  operations.  This  year 
B&.S  lost  $5.3  million.  Over  the  last 
few  years  Caporella  spent  $7.5  mil- 
lion to  settle  criminal  and  civil 
charges  stemming  from  a  contract 
that  led  to  a  1984  indictment  for  bid- 
ngging. 

Caporella  blames  Posner  for  Burnup 
&.  Sims'  woes.  But  the  fact  is  that 
Caporella  has  been  running  the  com- 
pany, not  Posner. 

Caporella  now  says  he  wants  to 
"reevaluate"  BikS'  cable  and  telecom- 
munications businesses.  With  Shasta 
as  a  base,  he  says,  he  intends  to  build  a 
$1  billion  beverage  company.  Wall 
Street,  which  has  kicked  Burnup  &. 
Sims'  stock  to  a  recent  5,  from  over  10 
last  year,  is  unimpressed.  "Based  on 
previous  performance,"  says  Tucker 
Anthony  broker  John  Montgomery,  "I 
am  skeptical." 

No  tears,  please,  for  Nick  Capo- 
rella. Using  Burnup  &  Sims'  capital, 
he  has  built  National  Beverage  into  a 
S300  million-plus  (revenues)  beverage 
company.  He  put  up  less  than  $2  mil- 
lion but  personally  owns  half  the 
company.  Caporella  insists  his  ma- 
neuvering was  economically  sound 
and  the  price  was  worth  it  to  get 
Posner  off  the  company's  back. 

Burnup  Sims  has  treated  Capo- 
rella well  in  other  ways.  When  he 
briefly  quit  in  1982,  Caporella  collect- 
ed on  his  $900,000  golden  parachute, 
got  the  board  to  allow  him  to  exercise 
some  stock  options  early,  and  walked 
away  with  $4  million.  He  returned  to 
work  a  month  later,  but  did  not  return 
the  $4  million.  A  shareholder  suit 
wants  the  money  back.  Caporella  in- 
sists he  can  keep  it.  The  suit  also 
contends  that  Caporella  and  other 
Burnup  Sims  officers  improperly 
profited  from  a  cable  company  they 
bought  in  1981  and  sold  to  Burnup  a 
year  later. 

Wait  a  minute  here.  Who's  the 
shark?  ■ 
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PanAmlb 
South  America. 

MoreT^s 
To  More  Qties. 


Pan  Am  gives  you  more  747  service  than  any 
other  airline.  And  every  one  of  our  747s  offers  you 
three  classes  of  service— First  Class  with  our 
luxurious  Sleeperette®  Seats;  Clipper®  Class,  with 
spacious  6-across  seating;  and,  of  course.  Economy. 


Pan  Am  To  South  America. 
You  Can't  Beat  The  Experience: 

Schedules  subject  to  change  without  notice.  A^Advantage®  is  a  registered 
service  mark  of  American  Airlines,  Inc. 


New  Nonstop  Service 
To  Buenos  Aires,  Santiago 
And  Panama  City. 

Now  you  can  fly  our  747  nonstop  from  New 
York  to  Buenos  Aires.  You  can  also  take  the  only  747 
nonstop  from  Los  Angeles  to  Santiago. 

What's  more,  now  you  can  fly  from  New  York  to 
Miami  and  connect  with  our  daily  nonstop  to 
Panama  City. 

Pan  Am  to  South  America.  More  747  service 
from  the  airline  that  gives  you  more.  For 
reservations  or  information,  call  your  Travel  Agent, 
Corporate  Travel  Department  or  Pan  Am  at 
1-800-221-1111. 

Pan  Am  WorldPass  Teams  Up 
With  American  Airlines 
AVvdvantage'  Program . 

Pan  Am  WorldPass.  The  Richest  Frequent 
Traveler  Program  In  The  World'''"  has  joined  forces 
with  American  Airlines  A  Advantage  Program.  If 
you're  an  AAdvantage  member  you  can  earn  credit 
for  every  mile  you  fly  on  Pan  Am,  simply  by 
presentmg  your  AAdvantage  number  at  check-in. 

To  celebrate  our  new  service  now  through 
July  31st,  1986,  we've  added  bonus  miles  for 
WorldPass  participants.  On  our  new  daily  flight  to 
Panama  City  you'll  earn  750  bonus  miles  in  First 
Class  and  500  in  Economy.  On  our  new  nonstop  to 
Buenos  Aires  and  Santiago,  you'll  earn  2,500  bonus 
miles  in  First  Class,  2,000  bonus  miles  in  Clipper 
Class  and  1,000  bonus  miles  in  Economy. 


Efficiency 

The  mark  of  a  superior  bank 


In  a  leading  bank,  complex  corporate 
lending  transactions  are  handled  efficiently  by 
experienced  specialists  utilizing  the  latest 
available  tools. 

UBS  -  the  efficient  bank. 


UBS  in  the  United  States 

Branch  Offices 

299,  Park  Avenue 
New  York,  NY  10171 

30,  South  Wacker  Drive 
Chicago,  iL  60606 

Suite  4500 
1100  Louisiana 
Houston,  Texas  77002 


444,  South  Flower  Street 
46th  Floor 

Los  Angeles,  CA  90071 
Representative  Office 

One  Embarcadero  Center 
Suite  3805 

San  Francisco,  CA  94111 

UBS  Offices  in  Canada 

Calgary,  Montreal,  Toronto 


Head  Office 

Union  Bank  of  Switzerland 
Bahnhofstrasse  45 
CH-8021  Zurich 


Union  Bank 
of  Switzerland 


Taxing  Matters 


Real  estate  investment  trusts  have  made  a 
big  comeback.  Tax  reform  will  make  them 
even  more  attractive. 

What  hurts  my 
enemy  helps  me 


By  Janet  NOvack 


osT  OF  Washington's  real 
estate  lobbyists  are  now  re- 
signed to  the  likelihood  that 
tax  reform  will  eliminate  much  of 
commercial  real  estate's  privileged 
status.  In  this  generally  gloomy 
crowd,  Mark  O.  Decker,  executive 
vice  president  of  the  National  Associ- 
ation of  Real  Estate  Investment 
Trusts,  stands  out  like  the  sun  shaft- 
ing through  the  thunderheads. 

"We  have  the  potential  to  come  out 
very  well  from  tax  reform,"  says 
Decker.  "We're  the  only  real  estate 
group  I  know  of  that's  supporting  tax 
reform."  Agrees  Sylvan  M.  Cohen, 
president  of  Pennsylvania  Real  Estate 
Investment  Trust:  "The  REITs  are 
really  not  affected  adversely  by  any  of 
the  proposed  provisions"  of  the  tax 
reform  proposals. 

Not  long  ago,  REIT  was  a  four-letter 
word  among  investors.  In  the  early 
Seventies  many  trusts  took  in  vast 
amounts  of  public  money  and  quickly 
squandered  it.  Recently  investors 
have  been  returning  to  REITs,  al- 
though demand  has  been  a  little  soft 
of  late.  Everything  is  cyclical. 

What  delights  REIT  proponents  like 
Decker  and  Cohen  is  not  that  REITs 
will  win  a  lot  of  special  privileges. 
Rather,  they  are  happy  because  com- 
peting forms  of  real  estate  owner- 
ship— chiefly  partnerships  and  corpo- 
rations— will  likely  lose  their  privi- 
leges. What's  bad  for  my  enemy  is 
good  for  me. 

The  REITs'  basic  appeal  lies  in  the 
fact  that  as  long  as  they  distribute 
95%  of  their  earnings  as  dividends  to 
shareholders,  they  pay  no  corporate 
income  taxes.  The  earnings  are  taxed 
once,  at  the  individual  level.  That 
makes  REITs,  many  of  which  yield 


8%  or  better,  attractive  if  the  top  cor- 
porate rate  comes  in  at  33%,  while 
the  top  personal  rate  is  27%  as  adopt- 
ed by  the  Senate. 

Unlike  partnerships,  however,  the 
REITs  cannot  pass  along  losses  as  well 
as  income  to  their  shareholders.  With 
high-bracket  limited  partners  able  to 
get  Uncle  Sam  to  foot  most  of  their 
investment  in  the  deals  with  the  high- 
est writeoffs,  it  was  no  surprise  that 
between  198 1  and  1985,  four  times  as 
much  real  estate  money  flowed  into 
partnerships  as  into  REITs. 

Under  Senate  reform  proposals  in- 
vestors will  no  longer  be  allowed  to 
throw  the  partnerships'  so-called  pas- 
sive losses  against  salaries,  dividends 
and  other  sources  of  nonpassive  in- 
come. Losing  money  in  real  estate 
will  lose  its  perverse  appeal.  Good- 
bye, tax-shelter  syndication  crowd. 

Another  important  advantage  for 
the  REITs  arises  from  the  likelihood 
that  the  depreciation  period  for  com- 
mercial real  estate  will  be  stretched 
from  the  current  19  years  to  30  years. 
That  will  largely  eliminate  one  of  the 
REITs'  current  disadvantages. 

How  so?  Because  a  portion  of  the 
returns  on  most  real  estate  projects  is 
considered  a  return  of  capital,  and  so 
is  tax-free.  Generally  speaking,  the 
shorter  the  depreciation  schedule,  the 


greater  the  return  of  capital.  For  these 
purposes,  real  estate  partnerships  and 
corporations  were  able  to  use  19-year 
depreciation  schedules.  But  REITs 
have  been  forced,  since  1984,  to  use  a 
40-year  schedule  when  calculating 
how  much  of  their  payout  is  a  return 
of  capital.  Elongating  depreciation, 
therefore,  hurts  the  REITs'  competi- 
tors more  than  it  hurts  the  REITs. 

By  ending  many  real  estate  privi- 
leges, won't  tax  reform  reduce  proper- 
ty values  and  so  hurt  the  REITs'  hold- 
ings? Short  term,  the  answer  is  proba- 
bly yes,  especially  in  the  most 
overbuilt  markets.  Longer  term,  how- 
ever, tax  reform  promises  to  elimi- 
nate the  forces  that  led  to  the  over- 
building in  the  first  place.  The  tax 
shelter  syndicators,  explains  Stanford 
Alexander,  president  of  Weingarten 
Realty,  Inc.,  a  Houston-based  REIT, 
"created  havoc  in  our  entire  industry. 
Buildings  were  being  built  that  had  no 
economic  basis.  They  didn't  care 
what  the  costs  were." 

Get  rid  of  the  tax-based  deals,  Al- 
exander is  saying,  and  you  are  left 
with  a  much  healthier  industry, 
where  rents  can  again  rise  to  eco- 
nomic levels.  Adds  he:  "On  balance 
we're  very  happy  to  see  the  tax  bill 
going  through." 

Even  though  tax  reform  is  still  in 
the  haggling  stage,  some  major  devel- 
opers have  already  begun  familiariz- 
ing themselves  with  REITs.  Dallas' 
Trammell  Crow,  for  example,  offered 
some  of  his  properties  in  a  REIT  last 
year.  Some  hospital  and  nursing  home 
operating  companies  have  already 
spun  off  their  properties  into  REITs, 
and  others  are  considering  doing  so — 
a  further  move  toward  disincorpora- 
tion  (Forbes,  /////f  16]. 

This  trend  will  be  further  encour- 
aged by  a  technical  change  in  existing 
REIT  law  likely  to  be  incorporated 
into  the  new  tax  law.  The  change 
would  give  the  REITs  freedom  to 
manage  actively  the  properties  they 
own,  rather  than  farming  out  manage- 
ment to  independent  contractors  as 
current  law  requires.  And  while  they 
aren't  supposed  to  act  as  dealers  in 
real  estate,  REITs  would,  under  pro- 
posals likely  to  pass,  get  more  free- 
dom to  fix  up  and  sell  a  limited  num- 
ber of  buildings  each  year. 

Add  it  all  up,  says  Bruce  Garrison, 
a  REIT  specialist  with  Houston  bro- 
kerage firm  Lovett  Mitchell  Webb  & 
Garrison,  and  REITs  "are  going  to 
become  one  of  the  preferred  ways  to 
own  real  estate."  Now  let's  hope  the 
REITs  don't  use  their  new  good  for- 
tune to  repeat  the  excesses  that  gave 
them  such  a  dirty  name  in  the  early 
Seventies.  ■ 
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Nmnbers  Game 


Exxon  is  expecting  to  take  $1  billion  in 
cash  out  of  its  pension  plan.  What  hap- 
pened to  the  $1  billion? 


Mystery  money 


By  Rita  Koselka 


AH,  THE  MYSTERIES  of  accounting. 
In  June  Exxon  announced  it 
b  will  pull  $1  billion  out  of  its 
overfunded  pension  fund. 

This  IS  no  phony  gain.  It  has  come 
about  because  Exxon's  contributions 
to  its  pension  plans  have  done  so  well 
in  recent  stock  and  bond  mar- 
ket surges  that  Exxon's  pen- 
sion plans,  like  many  com- 
panies' plans,  are  overfunded. 
Exxon  expects  to  take  the  $1 
billion  out  this  year,  in  cash. 

Without  the  gain,  Exxon's 
earnings  this  year  should 
come  in  at  around  $4.9  bil- 
lion. With  the  $1  billion  pen- 
sion gam,  the  earnings  should  come  in 
at  around  $4.9  billion. 

No  flow-through  to  earnings'  Very 
little.  The  $1  billion  will  be  taken 
into  income  in  $62  million-a-year 
dribs  and  drabs  between  now  and 
2002.  Why  will  the  Financial  Ac- 
counting Standards  Board  allow  so  lit- 
tle of  it  to  show  up  in  reported  earn- 
ings' Because  according  to  a  pair  of 
FASB  rules,  FAS  87  and  FAS  88,  Exxon 
is  still  on  the  hook  to  the  pension 
plans  from  which  it  has  recaptured 
the  billion.  Explains  Joan  Amble,  proj- 
ect manager  of  the  pension  group  of 
the  FASB:  "A  cash  gain  has  nothing  to 
do  with  recording  an  income  gain  for 
accounting  purposes." 

In  short,  the  rest  of  the  money  is  a 
kind  of  reserve  against  which  Exxon 
can  draw  if  the  markets  go  into  re- 
verse and  the  pension  plan  needs 
more  funding.  Suppose  that  hap- 
pened. Then  Exxon  would  have  to 
come  up  with  an  extra  billion  to  re- 
place the  billion  it  is  now  taking  out. 


In  other  words,  the  $1  billion  taken 
into  income  this  year  would  have 
been  borrowed  from  future  years' 
earnings. 

But  remember:  The  billion  Exxon  is 
taking  out  is  real  money.  In  settling 
Its  pension  plans,  Exxon  complied 
with  all  the  red  tape  required  by  the 
Labor  Department's  Pension  Benefit 


Guarantee  Corp.  under  the  Employee 
Retirement  Income  Security  Act 
(Erisa).  The  Treasury,  too,  figures  Ex- 
xon earned  an  extra  billion  this  year: 
The  IRS  wants  to  tax  the  money  at 
Exxon's  full  corporate  rate.  Somehow 
the  accountants  must  record  the  gain. 
Not  even  in  giant  Exxon's  books  can 
you  sweep  $1  billion  under  the  rug. 

The  FASB  resolves  the  problem  by 
requiring,  in  effect,  ct)mpanics  to  pre- 
tend that  they  are  taking  their  money 
out  of  the  plan  piecemeal — even 
when  they  are  in  fact  removing  it 
wholesale,  as  Exxon  is  doing.  Under 
FAS  87,  Exxon  must  amortize  its  pen- 
sion recapture  gain  over  a  period  of  16 
years,  which  is  the  average  service  life 
of  the  employees  covered  by  the  plan. 
So  each  year  between  now  and  the 
year  2002,  Exxon  will  credit  $62  mil- 
lion to  income. 

You  might  ask  why  Exxon  decided 
to  recapture  its  $1  billion  in  the  first 
place.  It  doesn't  really  need  the  mon- 
ey. Even  with  oil  prices  drooping,  Ex- 


xon will  probably  earn  around  $4.9 
billion  this  year,  down  9%  from  1985. 

The  answer  is  taxes.  On  its  1 986  tax 
books,  as  opposed  to  its  financial  ac- 
counting books,  Exxon  will  report  the 
$1  billion  gain  in  its  entirety.  While 
this  seems  odd — why  report  more  to 
the  government  than  to  your  share- 
holders?— It  is  in  fact  sensible.  The 
government  wants  to  tax  Exxon's 
pension  gain  immediately.  But  thanks 
to  devastated  oil  prices  and  the  $2.1 
billion  refund  that  the  Energy  Depart- 
ment IS  requiring  Exxon  to  pay  this 
year  for  allegedly  overcharging  cus- 
tomers in  the  Seventies,  Exxon  will  be 
able  to  take  the  pension  gain  free  of 
income  taxes. 

For  tax  purposes  it  will  simply  off- 
set part  of  the  loss  with  the  pension 
gain.  (The  company  will,  however,  be 
forced  to  pay  a  retroactive  10%  excise 
on  the  pension  recapture,  assuming 
tax  reform  passes.) 

Had  it  chosen  to  do  things  differ- 
ently, Exxon  could  have  taken  the  $1 
billion  gain  into  profits.  It  could 
have  done  so  by  buying  from  an  in- 
surance company  annuities  that  do 
not  fluctuate  with  the  market — as, 
for  example.  Manufacturers  Hanover 
did.  The  risk  would  then  have  shift- 
ed to  the  insurance  company.  As  it 
IS,  Exxon  continues  to  guar- 
antee Its  pension  holders' 
benefits.  Manufacturers 
Hanover  settled  some  of  its 
pension  obligations  last  year 
by  buying  such  annuities. 
The  FASB  allowed  the  bank 
to  book  the  entire  gain,  $54 
million,  to  earnings  (Forbes, 

B  Slackimn    Apl'.   J  l]. 

But  Exxon  bought  a  different  prod- 
uct, participating  annuities — where 
the  buyer  has,  in  effect,  a  continuing 
interest  in  the  gains  or  losses.  The 
FASB  doesn't  consider  that  this  type 
of  annuity  fully  transfers  pension 
risk  to  the  annuity  issuer.  Therefore 
Exxon  could  not  take  the  $1  billion 
pension  gain  into  1986  earnings. 

A  final  oddity:  Although  Manny 
Hanny  met  the  FASB's  requirements 
by  buying  nonparticipating  annu- 
ities, it  did  not  satisfy  PBGC's  and 
Erisa's  stringent  requirements  for 
terminating  a  pension  plan.  So  the 
bank  could  not  take  real  money  out 
of  Its  plan.  Then  what  was  last  year's 
$54  million  gain  from  Manny  Han- 
ny's  pension  surplus-  Just  a  noncash 
bookkeeping  entry,  fully  included  in 
earnings.  Exxon,  by  contrast,  satis- 
fied Erisa  and  is  realizing  a  $1  billion 
cash  gain,  but  must  pretend  to  its 
shareholders  that  it  will  take  the 
money  out  over  many  years  to  come. 
Houdini  accounting,  anyone?  ■ 
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Introducing  the  Gold  Card® 
Year-End  Summary  of  Charges. 

With  the  addition  of  the  Year-End 
Summary.*  the  Gold  Card  just  may  be 
the  simplest,  most  impressive  way  to  put. 
your  life  in  order.  ,'/  / 

It's  a  comprehensive,  chronois^ieal 
account  of  your  yearly  billed  Qeid  Card 
transactions  by  category  an^fejcation. 
Telling  you  where  you  used^t.  how  you 
used  it,  when  you  used  i^^mf  what  you 
spent-  Which  can  makj^lt  hfelpful  for  tax 

// 


preparation  and  personal  record-keeping. 

In  addition,  the  Gold  Card  offers  a 
wide  variety  of  other  benefits.  It  may 
include  a  personal  line  of  credit  which 
you  ct^oose  to  apply  for  or  not.  Cash 
access  services.  And  worldwide  travel 
advantages.  '  . 

And  there's  also  the  corHjenience  of 
American  Express®  EN\^Y.  A  person- 
alized travel  agency  available  24  hours 
a  day  through  a  toll-free  number. 

All  of  which  makes  the  Gold  Card  a 
much  sought-after  privilege. 


The  Gold  Card.  In  addition  to 
everything  else,  now  it  even  sums  up  the 
year  for  you. 

For  more  information  and  an  appli- 
cation, visit  a  participating  financial 
institution  or  establishment  where  the 
Gold  Card  is  welcome. 

OrcaUl-800-THECARD. 

*  Available  in  the  firsi  quarter  of  1987,  and  includes 
your  1986  billed  Gold  Card  charges.  Earlier  years  not 
available. 

THE  BOLD  CARD 


® 


^^TAURANTS  ' 
CO/VT 


"'•nt  Total 
'"ff  Total 


5/7/86 
6/74/86 
6/30/86 
7/9/86 

2/12/86 
5/19/86 

^21/86 


©  American  Express  Travel  Related  Services  Company,  Inc  ,  198f6 


.'-OS  Hermanos  . 
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61.50 
124.00 
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114.10 
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229.00 
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Who's  to  blame  for  Americas  lawsuit  stampede?  Maybe  the 
villains  are  the  same  ones  who  want  to  outlaw  blame  itself. 


The  tort  reform 
quagmire 


By  Richard  Greene 


Tl  HE  American  people  bear  an 
increasingly  heavy  burden  of  le- 
gal fees  and  rising  insurance 
rates  that  are  the  result  of  the  lottery 
that  masquerades  as  justice  in  the  na- 
tion's courts. 

People  are  aroused  against 
lawyers,  juries  and  judges 
who   collectively   are  re- 
sponsible   for    the  costly 
awards  in  personal  injury 
and  damage  cases.  Yet 


the  struggle  for  reform  is  off  to  a 
shaky  start. 

Consider  New  Hampshire's  new 
$875,000  limit  on  noneconomic  dam- 
ages. Only  a  minuscule  percentage  of 
New  Hampshire  court  settlements 
have  ever  gotten  anywhere  near 
$875,000.  Far  from  alleviating  the  sit- 
uation, the  new  law  could  conceiv- 
ably make  it  worse.  Observes 
John  Waligore,  government  af- 


fairs  attorney  for  the  Alliance  of 
American  Insurers:  "The  ceiling  now 
gives  lawyers  a  convenient  new  target 
to  aim  for." 

Or  take  Minnesota's  recent  enact- 
ment of  a  law  that  forbids 
courts  from  awarding 
any    more  than 
$400,000  in  non- 
economic  dam- 
ages— with     the  ^ 


exception  of  pain  and  suffering.  The 
fact  is,  virtually  all  noneconomic 
damages  fall  into  the  category  of  pain 
and  suffering.  It's  like  saying  you 
won't  pay  for  any  car  accidents  except 
those  that  take  place  in  automobiles. 

Similarly,  New  York  State's  recent 
reforms  on  joint  and  several  liability 
have  "exclusions  you  could  drive  a 
Mack  truck  through,"  says  Waligore. 
Joint  and  several  liability  holds  that 
even  if  a  defendant  is  only  1%  respon- 
sible for  someone's  injuries,  he  can  be 
forced  to  pay  100%  of  the  damages 
anyway. 

Such  was  the  case,  now  on  appeal, 
of  a  16-year-old  who  suffered  brain 
damage  in  a  Los  Angeles  two-car 
crash.  The  city  of  Los  Angeles  had 
failed  to  trim  some  roadside  shrub- 
bery and  provide  adequate  road  mark- 
ings, and  was  thus  held  22%  responsi- 
ble for  the  accident.  But  since  other 
codefendants  had  little  money  or  in- 
surance, the  city  was  held  responsible 
to  pay  nearly  the  full  $2.16  million 
jury  verdict. 


By  halting  degrees  some  states  have 
in  fact  managed  to  enact  worthwhile 
reforms,  as  in  a  recent  California  law 
that  eliminates  joint  and  several  li- 
ability in  tort  actions  for  pain  and 
suffering  judgments.  It's  these  pain 
and  suffering  awards  that  many  of  the 
suggested  reforms  center  on.  No  one 
urging  tort  reform  wants  to  limit  the 
amounts  available  to  pay  for  medical 
costs.  But  pain  and  suffering  can  be 
big,  big  money. 

Any  worthwhile  tort  reform  will 
recognize  the  right  of  genuinely  hurt 
people  to  get  fair  compensation  for 
their  injuries  from  the  people  who 
hurt  them.  But  how  do  we  give  de- 
serving people  their  day  in  court 
while  at  the  same  time  getting  rid  of 
cases  like  that  of  the  woman  who 
sued  a  hosiery  manufacturer  when 
she  slipped  out  of  her  shoes  while 
walking  down  a  staircase? 

In  Indiana  the  state  legislature  re- 
cently enacted  a  law  that  allows 
judges  to  force  frivolous  or  compul- 
sive litigators  to  pay  opponents'  legal 


costs.  Maryland  has  passed  a  cap  of 
$350,000  on  pain  and  suffering  dam- 
ages. Colorado  has  cut  in  half,  to  two 
years,  its  statute  of  limitations  for 
bringing  civil  actions. 

At  the  federal  level.  Congress  has 
come  up  with  more  than  50  bills, 
most  of  them  addressing  various 
small  areas  of  the  problem.  Represen- 
tative Dan  Glickman  (D-Kans.) 
would  limit  general  aviation  liability; 
Senator  Mitch  McConnell  (R-Ky.) 
would  protect  contractors  from  law- 
suits when  engaged  in  doing  work  for 
the  federal  government;  Senator  Bob 
Kasten  (R-Wis.)  would  replace  con- 
flicting state  laws  with  a  national 
product  liability  code  that  among  oth- 
er things  would  force  many  plaintiffs 
to  seek  out-of-court  settlements. 

Yet  even  as  the  reforms  multiply, 
there's  an  important  as  well  as  com- 
prehensive, simple  step  that  the  Rea- 
gan Administration  strongly  urges: 
Tie  liability  to  fault  once  and  for  all, 
not  just  by  common  law  precedent 
but  by  legislation.  For  generations,  li- 


Lawsuit  numbers  game 


In  tort  reform  as  in  most  things,  numbers  can  mislead.  Considering  only 
overall  totals,  the  number  of  lawsuits  appears  to  be  shrinking.  But  that  is 
largely  because  of  fewer  accidents  and  the  spread  of  no-fault  auto  insurance. 
In  New  York  State,  for  example,  the  remaining  tort  cases  are  in  fact  rising 
dramatically,  even  though  the  state's  population  has  declined. 


Ten  commandments  for  tort  reform 


1.  Thou  shait  not  iind  parties  liable  who 
did  not  truly  cause  the  harm  done. 

2.  Thou  shalt  not  permit  joint  and 
several  liability  judgments  that 
force  a  marginally  responsible 
defendant  to  pay  the  entire  claim. 

3.  Thou  shalt  strongly  encourage 
litigants  to  seek  alternative 
dispute  forums  to  the  courts. 

4.  Thou  shalt  penalize  parties  who 
pointlessly  force  cases  into 
lengthy  court  wrangles. 

5.  Thou  shalt  make  federal  statutes 
clearly  defining  the  limits  of 
product  liability. 

6.  Thou  shalt  keep  thy  regulators 
watchful  of  insurance  companies 

7.  Thou  shalt  forbid  punitive 
damages  except  in  cases  of 
gross  negligence. 


8.  Thou  shalt  encourage  structured 
settlements  that  disburse 
payments  over  time. 

9.  Thou  shalt  not  covet  expert 
witnesses  who  are  not  truly  experts. 

10.  Thy  judges  shall  control  abusive 
discovery  proceedings. 


ability  in  America  was  indeed  keyed 
to  fault,  with  the  idea  being  that  indi- 
viduals had  to  assume  some  of  the 
responsibility  for  the  risks  of  simply 
being  alive.  But  in  the  last  decade  or 
so,  a  weird  sort  of  socialism  has  crept 
into  tort  law,  as  judges  have  begun  to 
hold  that  anyone  who  suffers  harm 
ought  to  be  entitled  to  damages  from 
someone — no  matter  whether  the  per- 
son paying  the  money  is  truly  at  fault. 

Take  the  case  in  which  the  Chicago 
Osteopathic  Medical  Center  was 
named  in  a  suit  that  involved  a  9-year- 
old  boy  who  was  left  brain-damaged 
after  he  nearly  drowned  in  a  private 
pool  at  a  party.  The  only  connection 
the  hospital  had  to  the  party  was  that 
one  of  its  department  heads  was  the 
host  and  an  announcement  of  the  par- 
ty was  posted  on  a  departmental  bul- 
letin board.  But  the  hospital's  insur- 
ers, nonetheless,  have  to  pay  much  of 
the  settlement,  reportedly  at  least  $7 
million. 


Assistant  Attorney  General  R.ich- 
ard  Willard  and  others  argue  that  leg- 
islatures— both  state  and  federal — 
could  instantly  eliminate  a  huge  por- 
tion of  the  litigation  crisis  by  simply 
overruling  the  judiciary  and  again  ty- 
ing liability  to  true  fault.  Says  Wil- 
lard, "Once  you've  accomplished 
that,  then  you've  really  put  the  sys- 
tem back  on  the  track." 

Once  tort  law  is  returned  to  a  fault- 
based  system,  some  real  opportunities 
for  reform  open  up — reforms  that 
both  lawyers  and  insurance  compa- 
nies can  agree  on  because  both  sides 
will  benefit  from  them.  High  court 
expenses  can  be  cut  down  by  limiting 
the  use  of  expert  witnesses,  as  the 
state  of  Michigan  has  recently  done. 
Crowded  dockets  can  be  further  eased 
with  a  requirement  that  all  cases  of 
under  $50,000  be  immediately  re- 
ferred to  some  kind  of  alternative  dis- 
pute resolution — arbitrators,  media- 
tors or  minitrials  with  magistrates — 


Lies  and  damn  lies 


as  has  been  recommended  by  the 
American  Tort  Reform  Association. 

But  first  things  first.  And  the  first 
step  is  to  structure  a  civil  justice  sys- 
tem that  does  what  the  American  peo- 
ple want  it  to  do,  not  what  the  plain- 
tiffs' lawyers  or  the  insurance  compa- 
nies want. 

'Underlying  all  our  problems  with 
the  civil  justice  system  is  the  inability 
of  this  country  to  decide  whether  it 
wants  to  have  a  pure  compensatory 
system  or  whether  it  wants  to  have  a 
fault-based  liability  system,"  says 
Gustave  Shubert,  director  of  the  Insti- 
tute for  Civil  Justice.  "We  are  experi- 
encing the  disadvantages  of  trying  to 
operate  both  systems  in  tandem,  the 
worst  of  both  worlds." 

The  proper  decision  is  obvious 
enough:  When  a  legal  system  tries  to 
compensate  everyone  for  all  injuries 
whether  anyone  is  at  fault  or  not, 
then  that  is  not  justice,  it  is  social 
engineering.  ■ 


Tort  reform  is  just  whipping  up  hysteria  by  the 
insurance  companies  to  get  things  they've  always 
wanted,"  says  Robert  Habush,  president  of  the 
American  Trial  Lawyers  Association.  "They  want  to 
minimize  their  risk  and  increase  their  profits." 

There's  no  need  to  weep  for  the  insurance  indus- 
try, of  course.  During  the  ten  years  from  1976  to 
1985,  the  property  and  casualty  insurance  industry 
lost  some  $81.3  billion  on  underwriting  losses — but 
earned  $119.8  billion  on  investment  income.  Law- 
yers point  to  the  difference,  a  $38.5  billion  profit,  as 
proof  that  there  is  no  insurance  crisis.  Yet  the  eco- 
nomics of  the  insurance  industry  force  it  to  try  to  get 
underwriting  losses  into  line  with  premiums,  which 
means  higher  premiums  and  less  coverage. 

Of  course,  lawyers  would  not  be  lawyers  if  they 
couldn't  argue  a  case,  however  weak.  Habush  testi- 
fied before  Congress  in  May  that  "civil  case  filings  in 
the  period  from  1981  to  1984  decreased,"  based  on 
data  provided  by  the  National  Center  for  State 
Courts.  In  other  words,  since  state  court  filings  were 
actually  down,  the  so-called  litigation  explosion  is  a 
fiction. 

Facile  though  that  argument  is,  a  few  publica- 
tions, such  as  Business  Week  magazine,  have  trum- 
peted the  same  idea.  But  why  is  the  argument 
doubtful?  Because  automobile  accidents  account 
for  one-half  to  two-thirds  of  all  state-level  tort 
filings.  And  the  effects  of  enacting  no-fault  insur- 
ance in  21  states,  mandatory  seat-belt  laws  in  23 
states  and  a  nationwide  55mph  speed  limit  have 
combined  to  cut  down  the  number  of  automobile 
cases  dramatically  (see  chart,  p.  77). 

Don't  cry  for  the  lawyers,  either.  With  automobile 
filings  down,  they  have  turned  their  attention  to 
even  more  lucrative  cases,  such  as  medical  malprac- 


tice and  product  liability.  In  federal  courts  alone, 
product  liability  actions  from  1974  to  1985  increased 
from  1,579  to  13,554 — a  758%  rise — while  medical 
malpractice  claims  also  rose  sharply,  from  385  in 
1978  to  1,779  in  1985,  a  362%  increase.  As  Mark 
Twain  said,  there  are  lies,  damn  lies  and  statistics. 

Not  that  the  insurance  industry  has  been  scrupu- 
lous in  the  use  of  statistics,  either.  Take  the  issue  of 
"million-dollar  cases."  The  Insurance  Information 
Institute  points  out  that,  since  1984,  the  average 
award  in  product  liability  cases  exceeded  $1  million 
annually.  Shocking,  you  say;  Only  until  you  realize 
that  the  number  is  derived  from  one  of  rhe  oldest 
statistical  tricks  in  the  book — taking  a  mean  aver- 
age, which  gives  great  weight  to  a  few  huge  cases, 
instead  of  using  a  median  formula,  which  would 
have  the  effect  of  blending  them  with  large  numbers 
of  much  smaller  cases.  The  median  award  for  1984 
was  $271,000,  not  $1  million. 

Moreover,  many  of  the  million-dollar  verdicts  are 
never  actually  paid  or  arc  cut  dramatically  either  on 
appeal  or  through  subsequent  out-of-court  settle- 
ments. Of  the  26  biggest  jury  awards  of  1985,  7  were 
reduced  by  the  judge — in  one  case  by  98.5%,  from  $7 
million  to  $106,000.  Four  more  were  settled  for 
amounts  ranging  from  73%  to  0.1%  of  the  initial 
jury  verdict.  Another  6  were  settled — presumably  for 
amounts  less  than  the  verdict —but  nondisclosure 
rules  in  the  settlement  forbade  revealing  the  exact 
numbers. 

Cutting  through  the  smoke  screen  of  self-interest- 
ed propaganda,  the  fact  is  that  there  is  a  bad  situa- 
tion. Every  business  person  knows  he  is  spending 
more  and  more  time  on  problems  of  litigation.  Every 
citizen  realizes  when  he  gets  his  insurance  bills  that 
something  is  wrong. — R.G. 
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Dispensing  with  Dispensing  Problems 


NO  COST  SYSTEMS, 

NO^COST  MAINTENANCE  A  REALITY 

Liberty  Technologies,  Inc..  long  a  leader  in 
developing  innovative  detergents  and  dispensing 
systems,  is  stepping  up  its  manufacturing  schedule 
to  meet  an  industry-wide  demand  for  its  various 
bulk  dispensing  systems. 

The  LT-500  bulk  dispensing  system  (right) 
continues  to  be  the  most  popular  of  the  bulk 
systems.  Offering  large  bulk  storage  to  meet  a 
wide  range  of  tasks  from  floor  cleaner  to  parts 
cleaners  dispensing . 

The  metering  head  remains  one  of  the  most 
accurate  and  maintenance  free  of  any  type  now 
in  use.  Mixing  ratios  from  1  :  3  to  1  :  600  can 
easily  be  set,  maintained  and  re-set .  "Hius, 
enabling  the  system  to  dispen«  any  Libcny 
product  designed  to  be  metered. 

Since  the  introduction  of  the  basic  dispensing 
system,  auto  plant  customers  have  welcomed  the 
new  technology  with  open  amis.  While  the 
dispensing  systems  can  never  be  all  things  to  all 
people,  a  buUc  metering  system  does: 

1.  Eliminate  handling  drums,  approx. 

lOdmms  per  LT-500  system 

2.  Automatically  mix  cleaners  at  the 
exact  desired  ratio,  regardless  of  any 
change  in  water  pressure.  No  more  hand 
mixing  chemicals  that  can  expose  workers 
directly  to  concentrated  chemicals  and  no 
more  wasted  chemicals  due  to  inaccurate 
measuring  and  mixing  mediods 

3.  Scheduled  automatic  system  re-HIls 
at  your  convenience,  you  can  arrange 
to  have  your  system  filled  when  you  want 
it  to  be.  or.  let  Liberty  keep  it  full  so  you 
never  have  to  worry  about  running  out  of 
product 
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4.  No  maintenance  worries.  Liberty  will 

maintam  your  bulk  system  at  no  cost  to  you 
or  your  department 

5.  No  cost  lise  of  bulk  equipment,  when  you 
use  Liberty  products  in  them. 

Reasons  like  these  make  Liberty  bulk  dispensing 
systems  the  way  to  go  for  now  and  the  future. 

By  combining  outstanding  synthetic 
detergents  with  bulk  dispensing  and 
metering  systems.  Liberty  has  a  one- 
two  punch  to  handle  any  industrial 
cleaning  problem  the  Automakers 
can  dish  out. 

You  can  contact  Liberty  to  Tmd  out  more 
Liberty  Technologies,  Inc 
P.  O.  Box  678  ,  40  Salzburg  Rd. 
Bay  City,  MI  48707 
517-  893-  0521 


Notvym  11  be  able  to  ^etmir  company  newsletters  out  uMe  they're  stil!  neii's. 


W^ien  a 

Blue  Northern  whips  into  the  high 
country,  you  need  three  things  to 
survive — hunting  knife,  dry 
shelter,  and  a  warm  pair  of 
JanSport  jeans  made  from  heavy 
duty  denim  bar-tacked  where  you 
need  them  most  and  lined  with  soft 
flannel  to  keep  you  toasty  warm. 
So  when  that  Blue  Northern  whips 
through  this  winter,  you  can  wink 
and  give  them  a  warm 
JanSport  smile. 


Sc.yg(}odbye  to  [mny  graphics.  Because  now  you  can  hofe  lar^e.  high  resolution 
graphics  like  this'. 


SUPPLIER  QUALITY  ASSURANCE  SURVEY  REPORT 


SUPPUEH  NAME 
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REASON  fOR  SURVEY 

□  INTOOOUCTORY 

□  UNSCHEDULED 


PERSONS 

NAME 

TITLE 


NAME 
TFTVE 


□  scheduled 

□  problem  invest1gatk>n 


CfTY.  STATE  AND  ZIP  CODE 


PART  NUMBER  (Includ*  ECN  Numbof) 


A.  SUPPLIER  ORGANIZATION  □  Manage 
1    Th»qu.lrtyofB«nU««)n  □  Productcr.  Mg. 

Q  Oihw  


2.  ThB  quality  organaalion  D  Enginvort 

coftsisiBol  (obuin  r-i  ~ 

n  AnatytiH 


3.  Inipaclion  function  ri 
□  01haf_  


D  Quality  ManB( 


.  Com  lha  Quality  organization  h 
Isnloltowwl?  nYMDNo  L 


a  quahiy  manual?  □  Y 
Tima  R  Wu  R»viMd  _ 


5  Is  Ihsca  a  (xoQfa/n  lor  (rainiog  quality  paraonr>«i7      Q  YasQ  No 


or  oroducU  balof*  tt^ 


e  TOTAL  EMPLOYEES 


'  N/A  {not  appltccbl*) 


B.  STEELCA5E  INSPECTION  | 
1  Af  tha  laiftsl  ()tawTf>g»  and  apacdic. 


Staalcasa 

■  available?  Supo(«rs 


a  Kjffioqnt  and  proparty  trainad  mp^doft'' 


3.  Ara  insooctions  performod  in  aocordancA  m 
Prapaiad  by  wt»om? 


Oualtty 
Olhar 


)finsp«clonis      1(X)%  Inspeann 
Sampling  par  Md  Sid  1 05 


)  Is  alaldical  procaaa  control  baing  um 


What  type?  (Attach  Charts) 


y  whosa  authority?  PRODUCTION 


If  you  re Jmning  your  own  hminess.yvu  can  create  }mr  oim  business firms. 


ij^i  Arthur  Young 


TO:    SAN  JOSE  OFFICE 
Robert  Donzelli 

SUBJECT:    Increasing  Productivity 


FROM:  NATIONAL  OFFICE 
John  Sifonis 

DATE:  March  IB.  1^ 


Enlargements 


Dear  Sob. 

The  following  graphs  vividly  depict  the  productivity  gains  a  company  could  achieve  by  using  the 
tools  and  techniques  we  discussed  in  our  telephone  conversation  last  week.  As  we  discussed,  the 
tmplefnentaiion  of  these  productivity  tools  will  save  much  time  and  effort,  and  result  in  re-directing 
maintenance  and  enhancement  resources  to  the  systems  development  area 


FY  '86  •  Current  Projection 


FY  '86  -  With  Productivity  Tools 


Enhancemsnts 
23% 


Reductions 


Based  on  our  experience,  additional  improvements  may  be  possible  through  the  application  of  our 
systems  methodology.  We  believe  that  further  analysis  may  define  opportunities  to  provide 
additional  competitive  advantages.  Please  call  me  to  discuss  the  details. 


Best  regards 


Now  you  can  have  your  copies  enlarged 
up  to  1 54%  or  reduced  all  the  way  down 
to  65%  of  original  size  at  AJphaGraphics 
Prinlshops  Of  The  Future.  And  at  Alpha- 
Graphics  you  can  have  your  copies  just 
the  way  you  want  them: 
•  You  can  have  copies  made  on  your 
own  letterhead,  or  on  colored  and  tex- 
tured stock. 


•  You  can  even  have  copies  made  on  label 
slock  or  on  transparencies  for  overhead 
projecuoD. 

When  you  need  enlargements,  reductions, 
multiple  copies  of  multiple  pages  or  just 
about  anything  on  paper,  come  on  in  and 
let  us  help  you  make  a  good  impression. 


I  cc:  Dick  Welsh 


We  take  business  personally. 


siphOlirapiiiGS 

Prinlshops  0(  The  Future 


For  Ftonchise  Infofmotion  call 
I-800-S28-488S 


\  i/ii  you  am  integrate  graphics  wUh  text  without  using  smudgy,  not  so  masic  markers. 


Anyone  with  a  reasoruibly  nimble  index  finger  can  now  prepare  camera  ready  art 
for  ads.  flyers  and  the  like 


riL  TAKE  US  AT  LEAST  SK  PAGES  10 
EXPLAIN  DESKTOP  PUBLISHING. 


These  six  pages  should  do  nicely.  That  concept  being,  the  people 
No,  they  aren't  the  work  of  a  pro-  who  are  responsible  for  business 


sional  artist. 
Or  a  professional  typesetter. 
Or  a  professional  printer. 
But  the  handiwork  of  an  ordi- 
kry  pair  of  human  hands.  Using 


communications  can  now  use  our 
Macintosh  Plus  and  LaserWriter  Plus 
to  save  two  things  they  had  problems 
saving  before.  Time  and  money 
Time,  because  you  can  create 


Which,  in  the  end,  means  an  Apple® 
Desktop  Publishing  System  will  vastly 
improve  the  looks  of  one  more  very  im- 
portant page  in  your  company: 

Your  budget  sheet. 


ir  not-so-ordinary  Macintosh™ Plus  and  print  your  own  newsletters,  con- 
>mputer,  LaserWriter™Plus  printer     tracts,  data  sheets,  overhead  transpar- 
encies, manuals,  memos  and  forms 
^^^^^^  faster  than  you  can  run 
downstairs  for  coffee 
and  donuts. 

And  money  because 


id  software  like  our  own  MacDraw"" 
id  MacProject^  Micro- 
ift'sWord  and  Excel,  and  ^  i  i 
dus'  PageMaker          i  I  \ 
Which  is  the  whole    =  £  ^ 
ea  behind  desktop  pub-  .  ^ — of  all  the  big  type  and 

,  .  ,      ,      Hseas^totumrmsojincinniwemmiw  ,      .      \  -w 

;nmg,  a  concept  Apple  numhm  uke  tk  muiitmmd otiiput  on  the  art  production  bills 

^     11    .         ,1  left,  inld a. me.lccdminix'muv chart  vi 

rtually  invented.        mib  an  Apple  Desktop  PMishmg  syskm.  you  won  t  be  paying. 


1986  Afiple  Computer  Inc  .^ple  and  the  Aj)ple  logo  are  registered  Inidemark'i  of  Apple  Omiputer  Inc  LiserWriter.  MacDrati  ■  and  MiK/^yei  I  arc  inuimarks  of  Apple  Computer  Inc  Macnitosh  is  a 
demark  at \klnlie~h  ixilioratories  and  is  henw  used  uith  tb  cxjircsspirmLssioii  .Micrejso/t  iv  a  rmstired  Iradimark  of  .Vicntsii/i  Corjioralion.  PageMaker  is  a  registered  trademark  of  Aldus  Corporation. 
;  an  authorized mie  dealer  near  yuu  call  (800 )  446  jOO0  ext.  50.  In  Catuida.  call  (  800 )  268- 77%or( 800 )  268-  7637. 


Buried  in  the  balance  sheet  of  a  sleepy  old 
water  company  that  once  had  P.T.  Bar- 
num  as  its  president  is  some  of  the  most 
desirable  real  estate  in  the  Northeast. 


Found  money 


By  Allan  Dodds  Frank 


W 


ATER  COMPANIES.  Predict- 
able earnings,  just  the  thing 
for  widows,  orphans  and  the 
over-the-thrill  crowd.  Not  any  longer. 
In  keeping  with  the  deal-a-minute 
spirit  of  the  times,  investor-owned 
electric  utilities  around  the  country 
have  begun  diversifying  into  every- 
thing from  drugstore  chains  to  cable 
TV  and  even  banking — and  now  water 
utilities  have  begun  to  follow  suit. 

When  companies  diversify, 
they  usually  pay  for  it  by  either 
issuing  securities  or  drawing 
down  cash.  Rare  is  the  firm  that 
is  able  to  launch  itself  into  a 
whole  new  business  by  simply 
selling  off  assets  at  maybe  100 
times  the  value  at  which  they 
are  carried  on  the  firm's  books. 
That,  however,  is  precisely  the 
plan  of  The  Hydraulic  Co  ,  the 
largest  investor-owned  water 
utility  in  Connecticut. 

For  more  than  100  years, 
THC  (long  known  as  Bridgeport 
Hydraulic)  has  been  earning 
modest  but  predictable  profits 
by  supplying  water  to  custom- 
ers of  southwestern  Connecti- 
cut— an  activity  about  as  excit- 
ing as  the  embalming  business. 
But  the  company  also  owns 
20,000  acres,  nearly  all  prime  residen- 
tial real  estate.  Some  of  it  was  ac- 
quired as  long  ago  as  the  1880s  by  the 
utility's  second  chief  executive, 
showman  Phineas  T.  Bamum,  as  res- 
ervoir watershed  land  at  less  than 
$1,000  per  acre.  As  it  happens,  the 
land  is  situated  in  the  heart  of  Fair- 
field County,  a  gilt-edged  real  estate 
market  in  which  choice  lots  go  for 
$100,000  apiece  or  mucii  more. 

Some  2,200  acres  of  that  property  is 
what  THC  wants  to  begm  selling,  and 
if  approval  comes  for  an  initial  offer- 


ing, requests  for  further  sales  are  al- 
most sure  to  follow.  THC  is  joining  a 
growing  number  of  utilities  diversify- 
ing from  regulated  into  nonregulated 
businesses,  such  as  real  estate  devel- 
opment. In  northern  New  Jersey, 
United  Water  Resources  is  using  its 
Rivervale  Realty  subsidiary  to  devel- 
op nearly  1,000  acres  in  surrounding 
communities  that  it  bought  from  an- 
other subsidiary,  venerable  Hacken- 
sack  Water  Co.  As  part  of  the  deal, 
Hackensack  Water  split  the  proceeds 


Hidden  values 


THC  is  not  the  only  water  company  with 
good  real  estate  in  its  balance  sheet. 


Holding  company 

Exch 

-52-week- 
high  low 

Recent 
price 

Estimated 
acreage 

Consumers  Water 

O 

37 

27 

34 

19,500 

The  Hydraulic  Co 

N 

37 

26'/4 

33 '/2 

20,000 

General  Waterworks 

O 

22 

17'/8 

\9Vi 

5,100 

JWP,  Inc 

O 

271/2 

7% 

20% 

200 

Pennichuck  Corp 

o 

NA 

NA 

54 

2,000 

SJW  Corp 

A 

4078 

29% 

39 

7,100 

United  Water  Res 

N 

225/8 

11 1/2 

20% 

7,000 

York  Water  Co 

O 

NA 

NA 

45 

1,700 

NA;  Not  available. 

50/50  with  rate  payers,  giving  each 
customer  an  $18  check  and  the  rest  to 
the  parent.  By  contrast,  Hydraulic  is 
seeking  to  convince  Connecticut  au- 
thorities to  change  a  state  regulation 
requiring  any  return  on  water  compa- 
ny real  estate  sales  to  be  rebated  100% 
to  utility  customers  in  the  form  of 
lower  rates.  Hydraulic  wants  permis- 
sion to  keep  two-thirds  of  the  real 
estate  proceeds,  with  one-third  going 
to  rate  payers. 

In  a  low-key  but  top-priority  cam- 
paign to  free  itself  of  the  existing  re- 


strictions, THC  in  April  petitioned 
the  Connecticut  Department  of  Pub- 
lic Utility  Control  for  what  amounts 
to  blanket  permission  to  sell  any  land 
the  company  can  convince  Connecti- 
cut authorities  to  declare  surplus.  An 
initial  ruling  on  the  matter  could 
come  as  early  as  mid-August,  and 
could  well  affect  all  of  Connecticut's 
130  investor-owned  water  companies. 

The  heart  of  the  Hydraulic  system 
is  Easton,  where  nearly  40%  of  the 
town's  28  square  miles  is  owned  as 
watershed  land  by  THC.  Lying  at  the 
edge  of  the  commuting  suburbs  of 
New  York  City,  60  miles  to  the  south- 
west, Easton  has  not  permitted  any 
commercial  or  industrial  develop- 
ment, and  restricts  nearly  all  zoning 
to  3-acre  minimum  lots.  The  result: 
an  exclusive,  bucolic  woodland  com- 
munity in  which  homes  begin  at 
$200,000  and  climb  into  the  millions. 

Many  local  residents  vigorously  op- 
pose THC's  plans.  If  the  utility  is  al- 
lowed to  develop  its  land  to  the  maxi- 
mum feasible,  the  result  could  argu- 
ably be  to  add  perhaps  as  many  as  2,000 
homes  to  the  area,  changing  the  rural 
nature  of  the  entire  region.  THC  claims 
it  wants  to  sell  off  the  2,200  acres- 
raising,  Forbes  estimates,  perhaps 
$100  million  or  more — to  pay  for  the 
construction  of  two  filtration 
plants.  Yet  the  plants  would  fur- 
ther reduce  the  need  for  water- 
shed acreage,  opening  additional 
land  to  be  declared  surplus,  and 
then  perhaps  sold.  First  Select- 
man Mary  Anne  Guitar  of  the 
town  of  Redding ,  which  contains 
vast  THC  watershed  acreage,  op- 
poses the  plan:  "We  figure  it  is 
like  eating  peanuts.  Once  they 
start,  they'll  never  stop." 

Not  surprisingly,  Fairfield 
County's  real  estate  fraternity 
supports  THC.  Visions  of  sugar- 
plums dance  in  their  heads  at 
the  thought  of  all  that  property 
to  sell.  Says  one  broker:  "Build- 
ers are  going  out  of  their  minds 
trying  to  find  property.  If  Hy- 
draulic were  to  put  something 
on  the  market,  they  could  get 
almost  any  price  they  wanted." 

Small  wonder  that  after  more  than  a 
decade  of  dozing,  THC's  2.8  million 
shares  recently  have  perked  up  and 
are  trading  at  close  to  $35  per  share, 
up  50%  from  a  year  and  a  half  ago. 
The  land  could  be  worth  $35  a  share. 

What  if  Connecticut  authorities 
choose  not  to  see  things  THC's  way? 
Investors  could  do  a  lot  worse  than  sit 
with  a  stock  paying  6%  annually, 
waiting  for  the  economic  pressures  of 
real  estate  development  to  build  like 
water  pressure  behind  a  dam.  ■ 


"To  the  Far  East, 
no  one  goes  further  for  you 
than  Northwest  Orient." 


THE  SCORE 

On  Transpacific  TVavei 


NORTHWEST  ORIENT 

UNITED 

Years  of  transpacific  experience 

39 

3 

Pacific  round  trips  required 
to  earn  free  travel* 

First  Class  from  continental  U  S, 

1 

3-4 

Executive  Class  from  continental  U  S 

1 

372-472 

Nonstop  service  from  East  Coast, 
Midwest,  West  Coast  and  Hawaii 

YES 

NO 

AII-747  transpacific  fleet 

YES 

NO 

Annual  Pacific  passengers** 

2,487,117 

239,657 

Experience  takes  you  far.  And  Northwest  Orient  has  more 
experience  across  the  Pacific  than  any  other  airline. 

That  means  superior  service  to  Tokyo,  Osaka,  Hong  Kong, 
Taipei,  Seoul,  Okinawa,  Shanghai,  Guam,  Manila  and  Kuala  Lumpur. 

We  also  offer  the  fastest  free  travel  plan  for  transpacific 
passengers.  The  only  nonstop  service  from  all  across  the  U.S. 
And  747  comfort,  with  a  quiet  and  private  upper  deck  for 
Executive  Class  nonsmokers. 

Call  your  travel  agent  or  Northwest  Orient;, 
800-447-4747  toll-free. 


People  who  know... go 

$  NORTHWEST  ORIENT. 
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The  day  the  fish  sang  "Annie  Laurie^ 


I  The  20th  century  was  still  young, 
but  the  scientists  and  engineers  of 
what  is  now  Raytheon's  Submarine 
Signal  Division  were  already  dis- 
covering the  fundamentals  of 
underwater  sound  technology. 

Question:  How  could  the 
human  voice  travel  through  water? 
The  long  search  for  an  answer  was 
once  enlivened  when  an  engineer 
added  100  goldfish  to  a  transmitter- 
equipped  tank.  When  he  sang  into 
the  apparatus,  the  fish  themselves 
seemed  to  croon  "Annie  Laurie." 

No  one  laughed  harder  than 
Professor  Reginald  Fessenden,  the 
groups  guiding  genius.  Yet  no  one 
would  do  more  to  establish  the  basic 
I  principles  of  sonar  and  how  they 
could  be  applied  to  measure  depth 
and  locate  underwater  objects. 

In  the  years  since,  we  have 
built  on  this  base  and  vastly 
expanded  our  knowledge  of  under- 


water acoustics.  Today  you'll  find 
Raytheon  depth  sounders  on  plea- 
sure boats  and  our  sophisticated 
sonar  systems  on  naval  vessels.  We 
have,  in  fact,  supplied  more  sonar 
systems  for  U.S.  Navy  submarines 
than  any  other  manufacturer. 

The  story  of  the  singing  fish  is 
more  than  amusing.  It  illustrates 
why  we  say:  At  Raytheon,  quality 
starts  with  fiandamentals. 

Raytheon  Company,  141  Spring 
Street,  I^xington,  MA  02173. 


Raytheon 


Where  quality  starts  with  fundamentals 


Ifs  tulip  bulb  time  in  Hollywood.  No,  not 
the  flowers.  The  entertainment  stocks. 


What?  Quit 
show  business? 


By  Alex  Ben  Block 


Fl  ELLOW  GOES  TO  his  doctor. 
"Doc,"  he  complains,  "I  can't 
get  rid  of  this  stench  that's  al- 
ways with  me."  Doctor  asks  patient 
what  his  job  is.  "I  work  for  the  circus. 
Clean  up  after  the  elephants."  Doctor 
suggests  patient  find  a  new  job. 
"What?  Quit  show  business?" 
Now  even  Wall  Street  has  caught  the 


glamour  of  show  business.  A  decade 
ago,  aside  from  a  handful  of  large  stu- 
dios, hardly  any  movie  or  TV  produc- 
tion companies  were  public — and  even 
those  were  considered  pretty  dicey  in- 
vestments. Today  you  can  scarcely 
give  an  oil  stock  away,  and  other  once- 
prime  investments  are  also  in  the  dog- 
house, but  movie  and  television  stocks 
are  hotter  than  Rambo. 

Consider  the  prices  paid  over  the 


past  two  years  for  entertainment 
companies;  MCA,  which  owns  Uni- 
versal Studios,  has  jumped  75%;  Walt 
Disney,  under  new  management,  has 
rocketed  356%;  and  the  Cannon 
Group  is  up  131%. 

Now  investors  are  turning  to  small- 
er companies,  which  have  been  going 
public  at  a  record  pace.  Barris  Indus- 
tries, which  recently  returned  to  the 
TV-syndication  market,  is  up  660% 
over  two  years  agO;  during  the  same 
period  King  World  Productions,  dis- 
tributor of  the  Wheel  of  I'ortune,  has 
escalated  780%.  New  World  Pictures 
is  up  400%  since  January,  All  Ameri- 
can Television  has  nearly  doubled 
since  going  public  eight  months  ago. 
Peregrine  Entertainment  is  up  over 
500%  in  a  year.  And  De  Laurcntiis 
Entertainment  Group  rose  one-third 
in  a  month  after  going  public  in  May. 

Yes,  it's  tulip  bulb  time  again,  and 
anything  to  do  with  movies  is  in 
bloom.  "Investors  perceive  the  funda- 
mentals of  the  entertainment  busi- 
ness have  changed,"  says  Mark  Man- 
son,  who  follows  show  business  for 
DLJ  Securities.  "The  development  of 
markets  like  pay-TV  and  home  video 
have  made  their  revenues  much  more 
quantifiable  and  reliable." 


Wall  Street  exposes  movie  development 

Production  companies  are  going  public  at  an  unprec- 
edented rate  to  take  advantage  of  investors'  percep- 

tion  that  the  growth  of  ancillary  markets  has  low- 
ered the  risk  of  making  movies. 

Company/headquarters 

Exch 

Date 
went 
public 

Initial 
offering 
price 

Recent 
price 

Sharest 
(millions) 

%  held 

by 
insiders 

Latest  12-month 
revenues 
(thou)  EPS 

Primary 
business 

Best- 
known 
product 

De  Lautentiis  Entertainment 

Los  Angeles 

a 

May  '86 

12 

15 

9.3 

70% 

$7,600 

$0.20) 

movie  prod/ 
distribution 

Raw  Deal 

Foxmooi  International  Films 

Denver 

o 

Oct  '83 

1/3 

17.7 

51 

8 

(0.25) 

movie  develop 

llaioileil 
Sunimei' 

Kings  Road  Entertainment 

Los  Angeles 

0 

Sept  '85 

10 

5% 

4.7 

46 

14,000 

11.14) 

movie  develop/ 
production 

Alt  of  Me 

Laurel  Entertainment 

New  York 

o 

[une  '80 

.3'/4 

71/4 

2.5 

31 

3,200 

10.33) 

tv/movie  develop  Tak'ifrom  the 
&  production       Dark  Sicie 

Mercury  Entertainment 

Los  Angeles 

0 

Sept  '84 

6' 

8i'K- 

14.9 

46 

667 

(0.01) 

movie  develop/ 
production 

riami)igo  Kid 

New  Century  Entertainment 

New  York 

o 

lune  '82 

1 

4y4 

14.0 

41 

10,400 

0.02 

movie  develop 

To  Life  and 
Die  in  I.  A. 

New  Star  Entertainment 

Beverly  Hills 

o 

June  '86 

2* 

iVi- 

8.7 

54 

400 

0.01 

tv/movie 
develop 

Vie  Flight  of 
the  Navigator 

New  World  Pictures 

Los  Angeles 

a 

Oct  '85 

7'/2 

17 

14.5 

46 

12,400 

.0.50 

tv/movie/video 
distribution 

Angel 

Paul  Entertainment 

Los  Angeles 

0 

May  '85 

'/„, 

1  '/i 

12.5 

75 

0 

0 

movie  develop/ 
distribution 

Never  Too 
)  onng  to  Die 

Vista  Organization  Ltd 

New  York 

o 

Aug  '84 

6'/4* 

75* 

18.9 

52 

740 

(0.09) 

movie  develop/ 
distribution 

Fright  Night 

'Units.    1  OuisiaiKl^nt;,    a:  .Viucric; 

n  Stoc 

<  Exchange,  i 

:  0\  cr  the  C( 

iiintei 

86 
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Typical  Wall  Street 
chatter  that:  Stocks  go  up, 
and  analysts  find  reasons. 
Here's  another:  Entertain- 
ment is  one  of  the  few 
American  industries  that 
has  not  only  survived  for- 
eign competition  but  has 
actually  improved  its  po- 
sition in  the  world  mar- 
ket, notes  Jonathan  Tap- 
lin,  a  former  movie  pro- 
ducer now  partnered  in 
First  Media,  a  new  Los 
Angeles-based  entertain- 
ment investment  banker. 

As  industrial  smoke- 
stacks have  cooled,  real 
estate  syndications  have 
gone  sour  and  high  tech 
has  fallen  out  of  favor, 
says  Taplin,  huge  pools  of 
capital  have  been  looking 
for  new  opportunities.  At 
the  same  time  a  new 
breed  of  short-memoried 

money  managers  and  re-   

search  analysts  has  arrived  on  Wall 
Street  and  instinctively  moved  to- 
ward what  it  grew  up  with  and  knows 
best — TV  and  movies. 

The  trigger  for  an  end  to  the  boom 


Vista's  Herb  Jaffe,  Gabriel  Katzka  and  Seymour  Malaniecl 
The  Blechs '  handpicked  team  is  well-funded  but  unproven. 


could  be  a  glut  of  movies  and  syndi- 
cated TV  programs.  That  could  result 
from  overproduction  caused  by  an  in- 
flux of  eager  and  naive  capital. 

"We're  going  toward  a  point  where 


there's  too  much  product, 
and  some  of  the  smaller 
companies  have  to  lose 
out,"  says  Harold  Vogel, 
show  business  analyst 
with  Merrill  Lynch  Capi- 
tal Markets  and  author 
of  Entertainment  Industry 
Economics.  "When  those 
promoting  these  compa- 
nies talk  about  the  ancil- 
lary market  eliminating 
risk,  they  usually  forget 
that,  beyond  production 
costs,  there  are  releasing 
expenses  such  as  market- 
ing and  distribution  costs 
to  be  covered  that  can  add 
another  two-thirds  to  the 
cost,"  says  Vogel.  "Those 
rushing  in  forget  the  his- 
tory of  the  movie  busi- 
ness. When  things  get 
tough,  it's  very  difficult  to 
carry  overhead  costs." 

Vogel  expects  to  see  the 
demand  for  syndicated  TV 
programs — old  shows  and  movies  li- 
censed to  local  stations — peak  by  the 
middle  of  next  year.  And  within  two 
to  three  years  he  expects  a  lot  of  small 
movie  development  companies  and 


The  selling  of  the  television  syndicators 

Old  TV  shows  and  creating  original  programs  for  ad 
hoc  networks  of  independent  stations  are  growth 

industries,  thanks  to  a  huge  increase  in  the  ranks  of 
broadcasters  without  any  network  affiliation. 

Company/headquarters 

Exch 

Date 
went 
public 

Initial 
offering 
price 

Recent 
price 

Sharest 
(millions) 

%  held 

by 
insiders 

Latest  12-month 
revenues 
(thou)  EPS 

Primary 
business 

Best- 
known 
product 

All  American  Television 

New  York 

0 

Dec  '85 

71/2 

13 

1.9 

65% 

$  7,000 

$0.30 

tv  syndication 

Amtrica's 
Top  I  'm 

Barris  Industries 

New  York 

0 

Oct  '68 

9'/2 

24 

9.1 

34 

30,000 

0.80E 

tv  production/ 
syndication 

Newlywed 
Game 

Donny  Osmond  Entertainment 

Santa  Ana,  Calif 

o 

Ian  '85 

5 

i-'/j 

1.2 

33 

0 

(0.08) 

tv  production/ 
syndication 

Donny  a>id 
Mane 

Fries  Entertainment 

Los  Angeles 

a 

Jan  '84 

10 

8 

5.2 

58 

25,900 

0.52 

tv/movie/video 
prod/syndic 

Tough  Love 

Heritage  Entertainment 

Los  Angeles 

a 

Jan  '69 

3 

9Vi 

3.2 

19 

10,600 

0.74 

tv  syndication 

Flipper 

King  World  Productions 

New  York 

0 

Dec  '84 

5 

44 

10.2 

60 

81,200 

1.02 

tv  production/ 
syndication 

meet  of 
Fortune 

Peregrine  Entertainment  Ltd 

Los  Angeles 

o 

Apr  '81 

4 

26 

1.5 

45 

6,500 

(0.82) 

tv  production/ 
syndication 

Dai  let  n'  10 
the  Hits 

Reeves  Communications 

New  York 

0 

Feb  '80 

9 

111/2 

12.5 

21 

93,100 

0.73 

tv  production 

Kate  and 
Allie 

Republic  Pictures  Corp 

Los  Angeles 

o 

Dec  '84 

31/2 

13'/2 

3.8 

31.5 

15,000 

0.26 

tv/video 
syndication 

Get  Smart 

Satori  Entertainment 

New  York 

o 

Dec  '84 

5* 

r 

3.2 

69 

3,200 

0.01 

tv  syndication 

Riddle  of 
the  Sands 
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The  Kodak 
advantage  is 
Wggff  than  ever! 

The  Kodak  advantage:  Leading  technology  and  proven  reliability  and  the 
best  service  in  the  business.  It's  an  advantage  that's  been  reaffirmed  every  year  for 
five  straight  years  by  an  independent  research  organization.  It's  an  advantage  that 
grows  bigger  each  time  we  introduce  new  models.  Here,  now,  a  whole  new  family  of 
high-volume  copier-duplicators  for  walk-up  and  repro  applications. 

Introducing  the  user-friendly  walk-up  copiers. 

New  Kodak  Ektaprint  235  copier-duplicators  make  it  easier  than  ever  for  walk- 
up  users  to  do  some  surprisingly  complicated  jobs,  more  quickly  than  ever.  All  kinds 
of  duplexing,  chapterization,  slip-sheeting. . .  it's  all  easy  and  all  at  5100  copies  an 
hour!  Options  include  a  finisher  with  six-way  stitching  or  an  economical  new  stapler. 

Introducing  the  right  combination  for  tough  repro  jobs. 

New  Kodak  Ektaprint  300  duplicators  take  on  tough  jobs— like  tabs,  duplexing, 
dividers,  covers,  stapling  and  binding— and  do  them  all  with  the  productivity  of  easy 
jobs,  at  a  full  6000  copies  an  hour!  And  there's  a  unique  Kodak  Telassistance  network 
for  quick  service  diagnoses  and  even  fixes  by  phone.  You  can  have  your  duplicator 
with  six-way  stitching  or  with  both  stitching  and  Kodak's  exclusive  binding  feature. 

For  details  on  these  new  Kodak  copiers  and  duplicators,  write  or 
call  Eastman  Kodak  CompanycP6265,  343  State  Street,  Rochester,  NY  14650. 
1  800  44KODAK  (1  800  445-6325)  Ext.  610. 


distributors  will  disap- 
pear because  more 
movies  are  being  pro- 
duced than  the  market 
can  handle.  "An  awful 
lot  of  people  are  fooling 
themselves,"  says  ana- 
lyst Vogel. 

But  when  the  naive 
money  pours  in,  there 
are  always  smart  peo- 
ple around  to  gamer  it. 
One  of  those  cashing  in 
is  Aaron  Spelling,  the 
pipe-smoking  producer 
of  such  sweet-and-sour 
concoctions  as  Dynasty, 
The  Love  Boat  and  Hotel. 
In  a  deal  scheduled  to 
close  early  this  month 
Spelling  was  to  sell 
about  a  quarter  of  his 
company  for  around 
$130  million,  with 
nearly  $100  million  go- 
ing directly  into  his 
own  pocket.  While 
Spelling's  credits  as  a 
producer  are  many,  the 
list  of  properties  in- 
cluded in  the  company 
is  short.  Rights  to 
many  early  Spelling 
hits,  such  as  Charlie's 
Angels  and  Fantasy  Is- 
land, have  already  been 
sold  off. 

Investors  will  bite  in 
the  belief  that  Spelling, 
who  hopes  to  launch 
his  first  successful 
half-hour  sitcom  in 
many  years  this  fall  on 
ABC,  with  Lucille  Ball, 
can  rebuild  his  inven- 
tory of  hits  and  then 
enter  TV  syndication  on  his  own  for 
the  first  time. 

There  is  even  more  magic  and  less 
substance  in  a  deal  being  offered  by 
talented  actor/director  Ron  Howard 
(Cocoon),  former  star  of  Happy  Days, 
and  his  producer/partner  Brian  Grazer 
(Spies  Like  Us),  who  together  made  the 
1983  hit  Splash.  Howard,  32,  and  Graz- 
er, 34,  are  selling  34%  of  Imagine  Pro- 
ductions for  $13  million  through  Al- 
len &  Co.  Imagine  Production's  busi- 
ness? Leasing  out  the  services  of  its 
two  principals  and  then  slowly  ex- 
panding into  developing  movies  and 
TV  shows.  The  stock  is  offered  at  $7. 
Book  value:  1  cent. 

Imagine  isn't  the  first  producer  to 
turn  to  Wall  Street.  Former  attorney 
and  securities  analyst  Michael  S.  Phil- 
lips became  a  producer  in  1971  with 
Steelyard  Blues,  and  then  hit  it  big  in 
1974  with  The  Sting.  He  was  flying 


Mercury  Entertainment's  Michael  Douglas  and  Michael  S 
Their  partnership  provided  new  clout  and  pushed 


high  when  he  took  Mercury  Enter- 
tainment public  in  September  1984. 
Mercury  raised  almost  $4  million  by 
selling  just  over  30%  to  the  public,  in 
$6  units,  in  an  underwriting  by  Mull- 
er  &  Co.  The  offering  was  oversub- 
scribed, even  though  Phillips  hadn't 
had  a  hit  since  Close  Encounters  of  the 
Third  Kind  in  1977. 

The  Mercury  prospectus  seemed  to 
promise  a  practically  risk-free  deal. 
All  operating  and  development  costs 
were  to  be  covered  under  an  agree- 
ment with  ABC  Motion  Pictures, 
while  actual  financing  of  movies 
would  be  done  by  major  studios.  Of 
course  there  are  no  sure  things  in 
show  business.  In  the  two  years  since, 
ABC  Motion  Pictures  has  gone  out  of 
existence  and  Mercury  has  managed 
to  get  just  one  movie  released.  The 
Flamingo  Kid,  which  didn't  do  well 
enough  to  return  anything  beyond  a 


ISvgma 

producer  s  fee. 

Now,  Phillips  has 
joined  with  actor/pro- 
ducer Michael  Douglas 
(Romancing  the  Stone 
SiXid  Jewel  of  the  Nile),  us- 
ing Mercury  stock  to 
buy  the  rights  to  films 
owned  by  Douglas,  in- 
cluding Oscar  winner 
Otje  Fleu'  Over  the  Cuck- 
oo's Nest.  Douglas'  in- 
volvement, and  the 
clout  it  is  expected  to 
provide,  has  helped 
push  the  price  of  the 
units  up  above  $8. 

Another  firm.  The 
Vista  Organization 
Ltd.,  started  out  two 
years  ago  to  be  a  movie 
development  company 
like  Mercury.  After  its 
first  two  movies  per- 
formed poorly.  Vista 
returned  to  Wall  Street 
and  raised  an  addition- 
al $69  million  to  enter 
movie  distribution  and 
home  video.  Despite 
the  failure  of  its  films 
(Fright  Night  and  We  Fal- 
con and  the  Snomnan), 
Vista  units,  which 
came  out  at  $6.25  each 
in  1984,  have  sold  as 
high  as  $105  and  re- 
cently were  $75. 

Vista  itself  is  quite  a 
production.  It  was  as- 
sembled by  David  and 
Isaac  Blech,  brothers 
who  have  had  success 
with  biotech  compa- 
nies. The  Blechs  oper- 
ate by  picking  an  area 
they  want  to  be  in  and  then  contract- 
ing with  top  talent,  whether  a  re- 
search scientist  or  a  movie  producer. 
For  Vista,  the  Blechs'  brought  togeth- 
er former  United  Artists  production 
chief  Herb  Jaffe,  producer  Gabriel 
Katzka  (Same  Time  Next  Year)  and  long- 
time Columbia  Pictures  financial  ex- 
ecutive Seymour  Malamed.  "Our  goal 
is  to  build  a  full-fledged  communica- 
tions company,"  says  David  Blech.  So 
far,  mostly  all  talk. 

The  Blech  brothers  may  find  movie 
distribution  difficult.  The  major  stu- 
dios, through  long-term  relationships, 
dominate  American  movie  theaters. 
The  few  play-dates  left  are  fought  over 
by  the  growing  legion  of  small  distrib- 
utors like  Atlantic,  Island  and  Crown 
International.  "It's  one  thing  when  4 
or  5  small  distributors  compete  for 
those  few  in-between  play-dates," 
says  Taplin,  who  produced  Baby  and 


.  Phillips 
up  the  stock. 
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neLast  Waltz.  "It's  a  disaster  when  20 
companies  compete." 

The  biggest  roll  of  the  dice  these 
days  is  in  original  programming  for 
TV  syndication.  It  was  uneconomical 
for  anyone  except  the  networks  to 
make  new  programs  until  a  few  years 
ago,  when  the  number  of  independent 
stations  began  to  expand.  Now  every- 
thing from  first-run  game  shows  to 
situation  comedies  is  being  offered  to 
the  independent  TV  market. 


But  overcrowding  is  becoming  evi- 
dent here,  too.  George  Back,  46,  presi- 
dent of  All  American  Television, 
which  produces  and  sells  first-run 
syndicated  programs  such  as  America's 
Top  Te}i,  warns  that  of  the  hundreds  of 
new  shows  offered  to  stations  last 
year,  only  about  15%  ever  got  enough 
commitments  to  go  into  production. 
And  of  those  that  made  it,  over  80% 
won't  survive  through  a  second  sea- 
son. "What's  going  on  is  like  the 


bowling  alley  boom  of  the  Fifties," 
says  Neil  Rosenstein,  president  of 
Peregrine  Entertainment.  "The  mor- 
tality rate  in  this  has  got  to  be  enor- 
mous— unless  you  have  a  solid  base  of 
repetitive  assets  that  provide  sus- 
tained business." 

Let's  put  it  this  way:  A  lot  of  show 
business  types  are  going  to  make 
more  money  selling  stock  than  selling 
entertainment.  And  Joe  Investor  may 
well  be  headed  for  the  cleaners.  ■ 


Whafs  the  difference  between  selling  a 
quick  oil  change  and  selling  a  Big  Mac? 
Answer:  Not  all  that  much. 


McOil  Change 


By  John  Herwin 


ONE  MORNING  32  ycars  ago, 
milk  shake  machine  salesman 
Ray  Kroc  stood  in  a  parking  lot 
in  San  Bernardino,  Calif,  eyeing  a  lo- 
cal hamburger  stand  owned  by  two 
brothers,  Mac  and  Dick  McDonald. 
Dozens  of  people  were  lining  up  to 
buy  hamburgers,  fries  and  shakes.  Af- 
ter studying  the  scene  for  a  while, 
Kroc  figured  out  why:  The  parking  lot 
was  spotless,  prices  were  modest, 
there  was  no  waiting,  the  menu  had 
only  a  few  items,  and  every  move- 
ment in  food  preparation  had  been 
studied,  timed  and  broken  down  to 
simple  steps  for  workers. 

A  veteran  marketing  man,  Kroc 
knew  a  simple  but  great  idea  when  he 
saw  one:  It  was  assembly-line  preci- 
sion applied  to  food  retailing.  Ray 
Kroc  bought  out  Mac  and  Dick  Mc- 
Donald, and  you  know  the  rest. 

Now  shift  the  scene  to  Salt  Lake 
City  in  the  summer  of  1986.  Stand  in 
the  spotless  driveway  of  Minit-Lubc 
a  fast-growing  auto  lubrication  fran 
chise,  where  cars  are  streaming  into 
Minit-Lube's  bays,  three  abreast.  Why 
is  this  cham  so  successful?  Perhaps  it 
is  because,  aside  from  the  drive- 
through  car  bays,  Minit-Lube  looks 


nothing  like  a  greasy  automotive 
business.  It's  clean,  painted  white  and 
surrounded  by  neatly  trimmed,  lush 
landscaping.  Even  Minit-Lube's  sign 
carries  a  subtle  message — the  red,  yel- 
low, orange  and  white  are  the  colors 
of  McDonald's,  Burger  King  and  Wen- 


dy's. Talk  about  image  marketing. 

In  fact,  the  place  should  have  been 
named  McOil  Change.  The  customer 
pulls  up,  is  greeted  by  a  smiling  em- 
ployee trained  to  make  eye  contact. 
The  customer  then  places  the  stan- 
dard order — a  check  or  fill  of  brake 
and  power-steering  fluids,  motor  oil, 
battery  water  and  filters  for  air  and 
oil.  Thereafter,  a  uniformed  service 
team  springs  into  action.  One  pops 
the  hood  to  check  and  fill  fluids.  An- 
other vacuums  the  interior  and  cleans 
windows.  A  third,  from  a  pit  below, 
works  his  way  along  the  drive  shaft, 
grease  gun  and  wrench  in  hand,  lubri- 
cating joints,  draining  the  oil  and  re- 
placing the  filter.  Within  ten  minutes 
the  driver  is  on  his  way.  The  bill:  $20. 
Sears  charges  the  same  for  just  an  oil 
change  and  lubrication,  and  it  can 
take  up  to  an  hour. 

And  our  McDonald's  analogy  con- 
tinues. McDonald's  trains  new  fran- 
chisees at  "Hamburger  University," 
near  Chicago.  Minit-Lube  trains  them 
at  a  school  in  Salt  Lake  City.  McDon- 
ald's rates  employees  in  a  highly  pub- 
licized "All-American  Team"  compe- 


A  Mhiit-I  uhe  service  hay.  Sail  Uike  City,  I 'tab 

The  lube,  oil  and  filter  change  takes  ten  minutes. 
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Mhut-Luhe  I'resick'Ht  Willicini  Gee 

Inspiration,  marketing  and  training — compliments  of  McDonald's. 


tition.  So  does  Minit-Lube.  Even 
McDonald's  vaunted  franchisee  ac- 
counting system  has  been  adopted  by 
Minit-Lube.  No  small  w^onder.  The 
guy  who  installed  the  system  at 
Minit-Lube  came  from  McDonald's. 

Our  point:  McDonald's  provided 
much  more  than  a  fast  hamburger,  a 
bag  of  fries  and  a  soft  drink.  It  devel- 
oped a  transferable  set  of  systems  for 
retailing  a  simple,  low-priced  service. 
As  Minit-Lube  proves,  it  doesn't  mat- 
ter whether  the  service  is  a  McDon- 
ald's hamburger  or  an  oil  change. 

In  his  autobiography,  Grindmg  It 
Out,  Kroc  recalled  asking  a  McDon- 
ald's customer  that  first  day,  "Say, 


what's  the  attraction  here?"  Replied 
the  customer,  "You'll  get  the  best 
hamburger  you  ever  ate  for  15  cents, 
and  you  don't  have  to  wait  and  mess 
around  tipping  a  waitress."  Keeping 
that  in  mind,  Forbes  asked  a  waiting 
room  filled  with  Minit-Lube  custom- 
ers what  the  attraction  was.  A  cus- 
tomer, a  salesman,  put  it  best,  "I've 
got  an  appointment  in  30  minutes.  I 
can  come  in  here,  get  my  car  serviced 
and  still  make  it  with  time  to  spare." 
Like  the  man  told  Kroc  32  years  ago, 
no  waiting  or  messing  around. 

Until  recently  the  only  place  to  get 
oil  changed  was  a  service  station,  if 
you  could  find  one  that  still  had  a 


mechanic.  Or  an  auto  dealer,  who  re- 
quired an  appointment  and  all  day  to 
do  the  job. 

How  did  Minit-Lube  get  started? 
The  idea  for  fast  lube  changes  wasn't 
new,  but  grafting  on  the  McDonald's 
concept  was.  In  the  Salt  Lake  City 
offices  of  Minit-Lube's  parent,  Arctic 
Circle,  a  regional  hamburger  chain, 
the  two  ideas  came  together  in  1976. 

One  hundred  twenty-nine  stores 
later  and  hungry  for  expansion  capi- 
tal, last  year  Minit-Lube  sold  out  to 
Quaker  State  Oil  Refining  Corp.,  the 
nation's  largest  motor  oil  manufac- 
turer. Quaker  State  wanted  the  busi- 
ness badly  enough  to  pay  about  $30 
million  for  Minit-Lube  and  its  parent, 
hamburger  stands  included.  All 
Quaker  State  really  wanted  was  the 
quick  oil  change  business,  which  this 
year  should  do  $40  million  in  sales. 

Minit-Lube  is  not  alone.  In  fact,  the 
fast  lube  change  was  pioneered  by  Jif- 
fy Lube  (systemwide  revenues,  $91 
million),  which  also  modeled  its  fran- 
chise system  after  McDonald's.  Like 
Minit-Lube,  Jiffy  Lube  has  impressive 
backing:  Pennzoil  Corp.  Pennzoil  is 
pouring  millions  of  real  estate  part- 
nership dollars  into  Jiffy  Lube,  Jiffy 
Lube  plans  to  deepen  its  war  chest 
with  a  public  stock  offering  this  sum- 
mer. Smaller  chains  also  are  in  the 
running,  both  regional  and  national. 

As  the  race  heats  up,  you  can  bet 
there  will  be  losers  aplenty.  Thou- 
sands of  quick  oil  outlets  will  be  built 
in  the  next  few  years.  Too  many,  no 
doubt,  and  many  investors  will  end  up 
poorer  but  wiser  when  this  rush  is 
over.  Minit-Lube  Chairman  William 
Gee,  mindful  of  the  continuing  shake- 
out  with  such  "hot  concepts"  as  fried 
chicken  outlets  and  quick  copy  cen- 
ters, says,  "In  a  few  years  only  two  or 
three  companies  will  dominate  the 
fast-lube  business,  along  with  a  few 
good  regional  chains." 

How  to  be  one  of  the  survivors? 
Expand  quickly,  make  sure  the  help 
keeps  to  the  formula  and  know  how 
to  run  a  good  local  television  advertis- 
ing campaign.  Minit-Lube  is  using  a 
McDonald's-like  "market  domi- 
nance" strategy — saturating  a  market 
with  locations,  then  raising  the  com- 
pany's profile  with  a  barrage  of  local 
TV  advertising. 

A  last  point  about  the  fine  art  of 
cribbing  from  others.  Bill  Gee  readily 
admits  that  Minit-Lube's  parent,  Arc- 
tic Circle,  didn't  think  up  the  fast 
lube  business.  Chief  rival  Jiffy  Lube 
came  up  with  the  idea.  So  now  Minit- 
Lube  is  using  Jiffy  Lube's  idea,  en- 
hanced by  McDonald's  systems.  It's 
not  being  first  that  counts.  It's  being 
best.  May  the  best  chain  win.  ■ 
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Transportation. 

Wherever  it  goes,  we'li  be  a  part  of  it. 
Because  the  future  belongs  to  those 
who  stay  a  step  ahead— to  Eaton. 


Growing  into  the  future. 

Automotive  •  Electronics 
Defense  •  Capital  Goods 


Levi  S trams  tasted  the  delights  of  going 
private.  Now  it  is  paying  for  those  delights. 


Tight  fit 


By  Marc  Beauchamp 


ALMOST  A  YEAR  AGO  San  Francis- 
co's  Haas  family  retook  control 
li  of  Levi  Strauss  &  Co.  in  a  S 1 . 7 
billion  leveraged  buyout,  paying  S50  a 
share,  or  about  two  times  book  value. 
Why  bother,  when  the  Haases  and 
other  descendants  of  founder  Levi 
Strauss  already  owned  almost  41%  of 
the  stock-  The  Haases  said  they  want- 
ed to  head  off  greenmailers  and  raiders 
and  preserve  Levi  Strauss'  "important 
values  and  traditions,"  such  as  corpo- 
rate philanthropy.  On  a  more  personal 
level.  Chief  Executive  Officer  Robert 
Haas,  the  great-great-grandnephew  of 
the  company's  founder,  was  tired  of 
courting  Wall  Street.  He  wanted  to 
spend  his  time  trying  to  turn  the  trou- 
bled apparel  company  around. 

But  life  IS  complicated.  Liberated 
from  nosy  analysts,  Haas,  44,  now  has 
another  demanding  constituency:  his 
bankers,  led  by  California's  Wells  Far- 
go. Bankers  are  different  from  Wall 
Street  analysts.  Analysts  want  growth 
and  an  ascending  profits  curve.  Bank- 
ers are  more  simpleminded.  They 
want  money. 

So  far,  Haas  is  keeping  the  bankers 
happy  by  shrinking  a  company  that 
became  bloated  in  pursuit  of  growth. 
Haas  says  Levi  Strauss,  which  pro- 
jects sales  of  $2.7  billion  this  year,  up 
from  S2.6  billion  last  year,  has  posted 
its  sixth  straight  quarter  of  increased 
earnings.  Earnings  for  1986  should  be 
about  $82  million,  up  from  84 1  mil- 
lion in  1984.  (Because  of  a  $114  mil- 
lion loss  attributed  to  accounting 
changes  and  sharply  higher  interest 
costs  related  to  the  LBO,  1985  isn't 
comparable.) 

Last  fall  and  wintL-  Haas  quietly 
paid  down  $161  million  in  long-term 
debt — ahead  of  the  debt  repayment 
schedule  outlined  in  the  LBO  prospec- 


finished, 
lie  in  its 


Levi 
past: 


tus.  To  come  up  with  money,  in  the 
last  18  months  Haas  has  sold  or  dis- 
continued operations,  among  them 
hats,  leather  accessories  such  as  belts, 
and  several  lines  of  fashion  and  de- 
signer apparel.  In  late  June  Levi 
Strauss  announced  that  the  manage- 
ment of  Its  $175  million  (1985  sales) 
Koret  of  North  America  line  of  wom- 
en's sportswear  will  take  over  the 
Koret  business  in  an  LBO,  for  an  un- 
disclosed sum.  Haas  is  reviewing  the 
long-term  future  of  the  company's 
Perry  Ellis  America  and  Alexander  Ju- 
lian Womenswear  lines.  And  Haas  is 
seeking  a  buyer  for  Frank  Shorter's 
Running  Gear  line. 

When  Haas  is 
Strauss'  future  will 
making  and  selling  jeans  and  other 
apparel  such  as  shirts,  slacks  and 
women's  tops,  with  emphasis  on  the 
Levi's  brand.  Gone  will  be  most  of  the 
diversification  of  recent  years.  Says 
Haas:  "Diversification  was  a  top- 
down  strategy.  It  was  a  vision  of  my- 
self and  the  leaders  of  the  corporation. 
While  it  might  have  made  good  press, 
it  was  not  broadly  or  deeply  supported 
within  the  company.  Our  growth  is 
going  to  come  not  so  much  from  in- 
creased sales  as  from  the  bottom 
line — through  greater  efficiency,  pen- 
etrating market  segments  more  effec- 
tively and  through  cost  savings." 

The  new,  narrower,  more  focused 
strategy  seems  to  be  working.  The 
Jeans  Company,  Levi  Strauss'  largest 
operating  unit,  is  coming  back.  People 
seem  to  be  tired  of  paying  outlandish 
prices  for  so-called  designer  jeans  and 
are  moving  back  toward  "jean  jeans." 
A  S70  million  advertising  campaign 
to  push  the  basic  501  button-fly  jeans 
seems  to  be  working.  Prewashed, 
'stone  washed"  and  brightly  colored 
jeans  are  also  selling  well. 

Sales  at  Levi  Strauss  International 


(which  slumped  from  $820  million  in 
1982  to  $601  million  in  1984)  are 
perking  up,  thanks  to  increased  sales 
of  higher-margin  products,  a  weaker 
dollar  and  plant  closings  in  Europe 
and  Asia.  However,  because  of  hyper- 
inflation in  places  like  Brazil  and 
Mexico,  Latin  America  remains  a 
trouble  spot. 

To  help  increase  Levi  Strauss'  mar- 
ket presence  in  women's  jeans  and 
casual  sportswear,  Haas  lured  mer- 
chandising whiz  Kathy  Ferguson,  who 
spearheaded  Wyomissing,  Pa. -based 
V.F.  Corp.'s  successful  march  into 
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Levi  Strauss  &  Co.  Chief  Kxecittire  Robert  Hcuis,  the  foiauk'r's  great-great-grcDulnephew 

"We  earned  a  reputation/or  arrogance  and  insensitivity  to  our  retail  accounts  ...  it  was  just  too  e€isy." 


women's  jeans  under  the  Lee  label 
(Forbes,  Mar.  10). 

Haas  is  also  working  to  improve 
relations  with  Levi  Strauss'  more 
than  12,000  small  retailers,  many  still 
miffed  by  the  company's  decision  in 
1981  to  add  Sears  and  J.C.  Penney  to 
its  distribution  base.  Instead  of  wait- 
ing for  a  Levi  Strauss  rep  to  visit, 
retailers  can  dial  a  toll-free  number  to 
order  items  in  small  lots.  During  the 
dizzy  growth  of  the  1970s,  Haas  readi- 
ly admits,  "we  earned  a  reputation  for 
arrogance  and  insensitivity  to  our  re- 
tail accounts.  It  was  just  too  easy  for 


all  of  us." 

It  isn't  so  easy  now.  According  to 
the  company's  projections,  interest 
payments  will  eat  up  48%  of  pretax 
earnings  over  the  next  four  years. 
(Lower  interest  rates  and  loan  prepay- 
ments should  help,  however.)  For  the 
first  half  of  1986,  which  ended  in 
May,  sales  were  up  10%  over  the  year 
before.  Haas  knows  how  hard  that 
growth  will  be  to  sustain:  "We  know 
there  are  going  to  be  ups  and  downs  in 
the  economy  and  our  company's  for- 
tunes. We  recognized  this  [the  LBO] 
was  a  risk-laden  transaction." 


Haas  has  closed  40  factories  in  the 
past  three  years.  His  work  force  is  at 
36,000  today,  vs.  48,000  in  1980.  More 
shuttered  plants  and  layoffs  are  likely. 
What  of  Levi  Strauss'  reputation  for 
paternalism?  Haas:  "Maintaining  em- 
ployment for  the  sake  of  employment 
isn't  paternalistic,  it's  irresponsible  if 
it  jeopardizes  the  welfare  of  all  em- 
ployees." The  same  could  be  said  of 
the  company's  diversification.  Flush 
with  luck,  it  thought  it  could  do  any- 
thing. Sadder  but  wiser,  the  Haases 
have  a  second  chance.  Not  every  man- 
agement is  so  fortunate.  ■ 
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"Management's  job  is  to  see  the  company  not  as  it  is. . . 

but  as  it  can  become."  —  John  W.  Teets,  Chairman 


■ 


One  of  the  major  strengths  at 
Greyhound  is  our  ability  to  view  the 
company  objectively 

Only  in  this  way  can  we  renew 
our  company  making  certain  that  the 
Greyhound  of  tomorrow  is  not  just  differ- 
ent, but  better  than  the  Greyhound 
of  today 


The  combination  of  divesting  mar- 
ginal businesses  (we've  sold  14  of  ther 
in  the  last  three  years  alone) ...  the 
acquiring  of  new  companies  that  meet 
our  15%  ROE  goal . . .  and  the  restruc- 
turing of  our  mature  businesses  ...  is 
a  winning  formula  for  revitalization. 


To  learn  more  about  where  the 
Greyhound  dog  is  running  these  days, 
write  us  for  an  annual  report.  The  new 
Greyhound  . . .  it's  getting  sleeker, 
sharper,  more  defined  in  muscle  and 
sinew.  And  has  been  tempered  by  fire. 


The  Greyhound  Corporation 

Greyhound  Tower,  Phoenix,  Arizona  85077 

A  $3-billion,  multi-industry  company  offering:  . 

•  Consumer  Products 

•  Financial  Services 

•  Services 

•  Transportation  &  Manufacturing 


Marketing 


Edited  by  Jeffrey  A.  Trachfenberg 


Want  to  sell  wool  dresses  in  July?  Get  your- 
self a  good  spot  in  one  of  Saks  Fifth  Ave- 
nues window  displays. 

Through  a  glass, 
brightly 


By  Lisa  Gubernick 


ONE  OF  THE  OLDEST  of  marketing 
tools  is  still  one  of  the  most 
effective.  In  cities  where  walk- 
ing and  window  shopping  are  still  in 
style,  the  competition  among  gar- 
ment manufacturers  for  prime  win- 
dow space  is  both  a  dogfight  and  a 
fashion  show.  Nowhere  is  that  com- 
petition more  intense  than  at  Saks 
Fifth  Avenue's  flagship  store.  An  esti- 
mated 3,000  pedestrians 
pass  its  Fifth  Avenue  win- 
dows between  49th  and 
50th  streets  each  noon- 
time, and  a  feature  spot 
can  mean  a  sellout  for  the 
merchandise  that  is  on 
display. 

"It's  simple,"  says  Lin- 
da Hopler,  men's  fashion 
director  at  Saks.  "Putting 
something  in  the  window 
is  more  effective  than  a 
full-page  ad  in  the  New 
York  Times."  Sales  of  Don- 
na Karan  clothes,  for  ex- 
ample, were  more  than 
quintuple  the  average  for 
a  designer  line  the  week 
her  clothes  were  draped  in 
the  windows  along  Fifth. 

Saks  possesses  310  lin- 
ear feet  of  street-level 
glass  on  three  of  Manhat- 
tan's most  well-walked 
blocks  (49th  and  50th 
streets  and  the  Fifth  Ave- 
nue block  between).  The 
31  window  displays  are 
duplicated  by  each  of  the 


Saks'  fashion  statement  to  designers 
and  retail  executives  from  coast  to 
coast.  More  than  boosting  sales,  the 
10-foot-by-lO-foot  windows  showcase 
new  fashions,  introduce  innovative 
designs  and  even  head  off  possible 
sales  erosion  in  vulnerable  depart- 
ments. This  spring  fane  Scott,  head  of 
the  company's  gift  division,  worried 
that  sales  would  erode  when  her  de- 
partment moved  from  the  ground 
floor  to  the  store's  ninth  level.  Saks 


chain's  42  stores  across 
the    country,  declaring 


Saks  Hllhi  Sciltzimm  (  Mandingl  leading  the  u  induu  ineeting 
"Gray  is  the  new  black  for  fall." 


estimated  that  such  a  move  could  cut 
sales  by  as  much  as  157o.  But  Scott, 
for  the  first  time,  managed  to  get  the 
best  of  her  wares,  including  silver  pic- 
ture frames,  crystal  and  linens,  into 
an  eye-catching  Fifth  Avenue  window 
display  the  week  her  department 
moved  upstairs.  The  result?  "Sales 
were  up  20%,"  says  Scott. 

Saks  presents  about  1,200  different 
windows  a  year,  including  the  intri- 
cate, toy-studded  Christmas  produc- 
tions that  inspire  five-deep  holiday 
crowds  along  the  avenue.  The  14  fac- 
ing Fifth  change  every  week.  The  re- 
maining 17  on  the  side  streets  are 
replaced  every  two  weeks.  Little  won- 
der, then,  that  selecting  Saks'  win- 
dows is  an  emotional,  but  carefully 
orchestrated,  competition.  To  look  at 
the  process  close  up,  Forbes  hung  out 
with  the  powers  that  be  over  the  two- 
month  period  that  produced  the  gala 
July  Fourth  windows. 

The  allocation  of  windows  general- 
ly correlates  with  departmental  sales. 
Giftware,  which  represents  the  small- 
est overall  volume,  usually  has  3  out- 
of-the-way  windows  on  50th  Street. 
Menswear  gets  1  window  along  50th 
Street  and  4  on  Fifth  Avenue.  Wom- 
en's wear,  the  bulwark  of  store  sales, 
gets  the  remaining  23,  including  10 
slots  along  Fifth  Avenue. 

This  time,  even  before  the  July 
Fourth  strategy  sessions  got  under 
way,  Ellin  Saltzman,  senior  vice  presi- 
dent and  fashion  director, 
announced  that  the  wom- 
en's windows  would 
stress  fit-and-flare  styl- 
ing— a  1950s  look  with 
tight  waists  and  full 
skirts.  Because  the  indus- 
try's production  cycles 
force  au  courant  women 
to  buy  clothes  months 
ahead  of  time,  the  win- 
dows would  feature  fall 
designs. 

Armed  with  Saltzman's 
directive,  Saks'  top  buyers 
marched  through  the 
showrooms  of  Seventh 
Avenue  in  May  and  placed 
their  orders.  One,  Barbara 
Lemperly,  figured  the  fit- 
and-flare  outfits  of  design 
team  David  Norbury  and 
Miguel  Osuna  looked  ide- 
al. Several  weeks  later 
Lemperly's  picks  wound 
up  among  at  least  a  dozen 
others  on  the  rows  of  pipe 
racks  blocking  the  hall 
outside  Saltzman's  win- 
dowless  ninth-floor  office. 

On  the  afternoon  of 
May  19  Saltzman  assem- 
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bled  Saks'  merchandising 
staff  for  the  first  major 
window  session.  Her  of- 
fice was  jammed  with  rep- 
resentatives from  each  de- 
partment, including  four 
from  visual  merchandis- 
ing, the  department  head- 
ed by  Robert  Benzio  that 
converts  Saltzman's  final 
choices  into  arresting 
window  displays. 

The  July  Fourth  win- 
dows were  to  serve  two 
purposes.  First,  to  present 
a  preview  for  fall;  second, 
to  stimulate  out-of- 
towners  into  an  immedi- 
ate buying  frenzy.  "When 
we  have  all  those  visitors 
in  town,  we'll  have  a  lot  of 
great  wear-now  outfits  on 
50th  Street.  Let's  give  cus- 
tomers something  they 
can  walk  out  and  wear," 
Saltzman  says. 

Ben  Gable,  assistant  to  the  fashion 
coordinator  for  dresses,  coats  and 
suits,  tossed  a  yellow-and-black  Kors 
dress  on  the  floor.  "I  like  the  con- 
trast," says  Saltzman  suddenly,  and 
six  weeks  later  the  yellow-and-black 
is  in  the  July  Fourth  window.  Gable 
hauls  in  a  dusky  gray  version  of  a 
Norbury  and  Osuna.  "Gray  is  the  new 
black  for  fall,"  Saltzman  says  in  her 
best  fashionese.  Translation:  For  fall 
every  woman  should  have 
a  basic  gray  dress  along 
with  her  basic  black. 

Ultimately  Saltzman 
decides  on  suede  dresses 
in  four  colors  for  the  49th 
Street  windows.  She  allots 
the  preeminent  Fifth  Ave- 
nue positions  to  wool 
dresses  and  coats — a  coup 
for  Gable  and  his  boss  Su- 
san Hughes.  Jessica 
Mitchell,  fashion  director 
of  sportswear,  wins  the 
glass  along  50th  Street 
with  a  distinctive  black 
denim  collection  as  well 
as  a  spot  along  49th  Street 
for  low-priced  velvet  eve- 
ning wear. 

Then,  in  the  second 
week  of  June,  an  abrupt 
change  of  signals  from  top 
management.  A  Saks  ex- 
ecutive vice  president 
tells  Saltzman  that  at 
least  three  of  the  Fifth  Av- 
enue windows  must  pay 
homage  to  the  upcoming 
Statue  of  Liberty  festivi- 
ties. Saltzman,  who 
doesn't  want  to  throw 


Piittitig  the  final  touches  on  a  manjiequit} 
At  midday,  3,000  passersby  an  hour. 


clothes  out  of  her  carefully  conceived 
windows,  decides  to  pack  nine  win- 
dows' worth  of  fashion  into  six.  So  the 
final  display  schedule  is  set,  and  the 
chief  window  designer,  Benzio,  goes 
to  consult  with  his  staff,  picking  up 
where  the  fashion  department  leaves 
off.  Benzio  and  crew  are  responsible 
for  the  arty  touches  that  make  Saks 
windows  so  special.  They  decide  what 
colors  walls  will  be  painted  and  which 
props  will  be  used.  One  week  they 


Two  Norhury  and  Osttna  outfits  oti  fifth  Avenue 
Selling  wool  Jerseys  in  90-degree  heat. 


"  will  show  black  and  white 
paper  dogs  pulling  manne- 
quins in  black  and  white 
dresses,  the  next  week  it 
might  be  lingerie  draped 
over  motorcycles. 

The  July  Fourth  display 
will  be  considerably  more 
tame.  Benzio  decides  to 
commission  trompe  I'oeil 
murals  of  Lady  Liberty  for 
the  Fifth  Avenue  win- 
dows and  use  nautical 
props  (brass  railing  and  a 
mock  portal)  along  49th. 
The  denims  on  50th 
Street  will  have  a  highly 
stylized  look,  with  a  line 
of  brass  stars  riveted  into 
the  deep-blue  fabric  on 
the  walls,  and  manne- 
quins with  flags  or  small 
red,  white  and  blue  rib- 
bons in  their  hair. 

  By  July  2  the  designers' 

selections  have  arrived  in  Saks'  base- 
ment, which  is  also  where  the  store's 
naked  army  of  500  mannequins  stand 
in  stalls,  waiting  to  be  dressed.  Once 
the  store  closes,  a  crew  of  eight,  under 
Benzio's  chief  assistant  Bill  Conard's 
direction,  spends  seven  hours  draping 
"the  girls,"  as  the  mannequins  are 
called,  and  posing  them  as  ordered,  in 
front  of  murals  of  Miss  Liberty.  Final- 
ly, 13  outfits  and  13  mannequins  lat- 
er, a  fog  machine  begins  to  blow 
Marksei.ger  smokc  through  the  win- 
dows, simulating  an  au- 
tumnal haze. 

As  Saks  opens  the  fol- 
lowing morning,  its  shop- 
pers get  their  first  look  at 
the  new  fit-and-flare  fash- 
ions through  the  artificial 
fog.  And  all  the  next  week 
customers  tramp  through 
the  third-floor  dress  bou- 
tique in  search  of  featured 
outfits.  By  week's  end 
nearly  half  of  the  Norbury 
and  Osuna  collection  has 
sold.  Likewise,  the  eve- 
ning wear  along  49th  and 
the  denim  from  50th 
moved  so  well  they  were 
reordered  immediately. 

Clearly  the  windows 
worked.  Consider:  In  the 
middle  of  a  record-break- 
ing July  heat  wave,  Saks 
has  successfully  sold  arm- 
loads of  unseasonable  vel- 
vet, dozens  of  weighty 
wool  jerseys  and  a  nice 
slug  of  serious  denim.  Per- 
haps it's  not  quite  like 
selling  ice  cubes  to  Eski- 
mos, but  it's  close.  ■ 
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eweekanep 
received  an  ir|ection  of  tru 


Only  a  few  years  ago,  you 
didn't  even  know  it  was  there, 
silently  spreading.  Then  several 
doctors  noticed  a  strange  new  ^ 
pfenomenon.  Healthy  young 
men  were  suddenly  contracting 
rare  and  unusual  illnesses  ■ 

\yhe^  the  Centersfor 
Disease  Control  corrected  the 
data  comirig:  in,  pfublic^health 


officials  realized  a  new  enemy . 
had  taken  the  field.  They  calletf 
it  AIDS  (Acquired  Immune 
Deficiency  Syndrome).  From 
that  day  on,  the  battle  was 
joined. 

^     It's  been  a  battle  we've  all 
hiad  to  fight,  usually  within 
,  ourselves.  You  try  to  be  fair, 
understanding.  But  suppose  it 


was  your  child  sitting  at  the 
desk  next  to  an  AIDS  victim? 
Would  reason  prevail? 

From  the  time  of  our  first 
cover  story  on  AIDS  back  in 
1983,  Newsweek  has  realized 
that  something  alien  was 
becoming  part  of  our  lives- 
affecting  our  friendships,  our 
schools,  even  our  politics. 


As  AIDS  grew,  Newsweek 's 
coverage  grew.  Bringing  a  dose 
of  truth  to  all  those  stricken 
with  the  most  widespread 
symptom  of  this  disease— fear. 

That's  how  Newsweek  deals 
with  major  social  issues: 
recognizing  them  early  on, 
reporting  on  them  in  depth  and 
following  their  impact  into 


every  area  ot  society. 

Which  is  one  reason 
Newsweek  has  won  more  awards 
for  journalistic  excellence 
than  any  other  news  magazine. 


At  Newsweek,  whether  a 
story  covers  a  day,  or  a  decade, 
we  cover  it  all  the  way.  You  see, 
as  long  as  it's  part  of  your  life,  , 
it's  part  of  our  life. 


Newsweek. 

Why  it  happened.  What  it  means. 


Science  &  Technology 


Edited  by  Gail  Bronson 


Corporate  Ametica  is  sleuthing  to  uncover 
drug  users  on  its  payroll.  But,  guess  what, 
the  medical  tests  aren 't  foolproof . 

So  what? 
Everybody's 

doing  it 


U.S.  Army  is  reviewing  claims  being 
made  by  any  discharged  or  penalized 
soldiers  who  allege  they  were  wrongly 
labeled  as  drug  users  during  that  time. 

"Employers  have  jumped  forward 
to  do  unne-testing  when  we  don't 
have  the  technology  to  do  it  accurate- 
ly," says  John  P.  Morgan,  a  professor 
of  pharmacology  at  the  City  Universi- 
ty of  New  York  Medical  School. 


By  Jeff  Bloch 


Drugs 


First  came  Pe- 
ter Ueberroth, 
who  called  for 
all  professional  baseball  players  to  be 
tested  for  drugs.  Lately,  National 
Football  League  Commissioner  Pete 
Rozelle  has  taken  up  the  cause.  Some- 
what more  quietly,  testing  company 
workers  for  illegal  drug  use  also 
has  become  a  hot  trend  in  corpo- 
rate employee  relations. 

AT&T,  Du  Pont  and  Exxon  all 
began  testing  at  least  some  job 
applicants  in  the  last  year,  joining 
a  list  of  almost  one-third  of  the 
nation's  largest  companies  that 
use  drug  tests.  Most  recently, 
Kidder,  Peabody  announced  last 
month  that  it  would  become  the 
first  Wall  Street  brokerage  to  re- 
quirt  its  securities  brokers  and 
other  "risk-sensitive"  employees 
to  be  tested  randomly  for  illegal 
drug  use. 

Unfortunately,  the  chemical 
tests  aren't  always  accurate.  The 
federal  Centers  for  Disease  Con- 
trol released  a  study  last  year  of 
13  large  laboratories  that  analyze 
urine  samples  for  drug-treatment  cen- 
ters. The  CDC  reported  that,  largely 
because  of  human  error,  all  of  the  labs 
performed  unsatisfactorily  and  failed 
to  identify  correctly  even  half  of  the 
samples  for  four  out  of  the  five  drugs 
tested.  In  fact,  an  internal  military 
investigation  uncovered  sloppy  prac- 
tices m  Its  own  lab  testing,  which  left 
in  doubt  the  results  of  46,000  positive 
urine  samples  in  1982  and  1983.  The 


Take  one  of  the  most  widely  used 
tests.  Emit,  made  by  Syva  Co.,  a  Syn- 
tex  Corp.  subsidiary,  and  used  for  pre- 
liminary testing  by  companies  such 
as  General  Electric  and  Du  Pont.  Emit 
involves  mixing  urine  with  a  chemi- 
cal solution  that  contains  an  enzyme 
and  antibody  designed  to  cause  a  reac- 
tion with  drugs  such  as  marijuana, 
cocaine  and  heroin.  Like  all  drug 
tests,  it  caimot  determine  whether 


the  user  actually  is  intoxicated  or  im- 
paired, but  only  that  he  used  drugs 
within  the  last  several  days. 

In  the  test,  the  Emit  solution  is  hit 
with  a  light  beam  to  discover  how 
many  nanograms  (billionths  of  a 
gram)  of  a  drug  are  present.  If  particles 
of  the  suspected  drug  register  above  a 
specified  threshold  level — for  in- 
stance, marijuana  can  be  tested  at  20 
or  100  nanograms — the  sample  is  con- 
sidered positive. 

But  sometimes  the  enzymes  used  in 
the  Emit  and  other  chemical  tests  pro- 
duce reactions  that  indicate  legal 
medications  are  illegal  drugs.  Syva  an- 
nounced earlier  this  year  that  non- 
aspirin  pain  medications,  such  as  Ad- 
vil and  Nuprin,  might  test  positive  as 
marijuana.  Also,  pharmacologists 
have  found  that  cold-symptom  reme- 
dies, such  as  Sudafed  and  Contac,  turn 
up  as  amphetamines. 

Alan  Pettigrew,  a  31 -year-old  office 
manager  for  the  Southern  Pacific 
Transportation,  filed  suit  against  the 
company  after  an  Emit  test  last  year 
indicated  he  had  used  cocaine.  The 
company  says  it  confirmed  the  results 
twice,  but  Pettigrew  says  his  asthma 
medication  may  have  been  the  cause. 
As  a  result  of  the  test,  the  company 
required  Pettigrew  to  attend  a  28-day, 
in-hospital  rehabilitation  program 
and  Narcotics  Anonymous  meetings. 
He  later  submitted  to  ten  more  urine 
tests,  which  all  came  out  negative. 
Then  he  was  demoted.  Southern 
Pacific  now  requires  urine  tests 
only  from  job  applicants  and 
some  train  crews. 

Hoffmann-La  Roche  makes  a 
test  similar  to  Syva's  Emit,  called 
Abuscreen,  which  measures  the 
radioactivity  in  chemical  solu- 
tions to  determine  the  presence 
of  drugs  in  the  body.  Its  biggest 
customer  is  the  military,  which 
performs  some  3  million  drug 
tests  annually.  But,  like  the  Emit 
test,  Abuscreen  can  mistake 
some  over-the-counter  medicines 
for  illegal  drugs. 

The  most  reliable  drug  test 
involves  a  sophisticated  tech- 
nique called  gas  chromatogra- 
phy/mass  spectrometry.  Per- 
formed correctly  by  laboratories, 
the  results  are  as  indisputable  as 
fingerprints.  But  costs  are  high — 
from  $25  to  SI 00  per  sample,  com- 
pared with  SIO  to  S25  for  the  simpler 
tests — and  many  smaller  companies 
involved  in  drug  testing  don't  seem 
willing  to  spend  the  money.  Too  bad. 
What  they  save  on  laboratory  and 
diagnostic  fees  they  may  wind  up 
losing  in  lawsuits  by  dismissed 
employees.  ■ 
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Lily  gilder? 

Ever  since  Icarus  took  wing,  man 
has  endeavored  to  improve  on  his 
abihty  to  imitate  the  birds.  Now  the 
Sikorsky  aircraft  division  of  United 
Technologies  Corp.  claims  it  has  de- 
signed a  breakthrough  in  aviation 
technology — an  aircraft  that  lands 
and  takes  off  like  a  helicopter,  yet 
flies  like  a  plane.  Dubbed  the  X-Wing, 
the  craft  carries  a  four-bladed  rotor 


We  X-Wing  aircraft 
Sikorsky's  two-in-one  u 


just  like  an  ordinary  helicopter.  But 
once  aloft,  the  rotor  stops  spinning 
and  becomes  in  effect  a  fixed-wing 
airfoil;  two  jet  engines  in  the  center  of 
the  fuselage  then  take  over  to  provide 
forward  propulsion.  Airborne  testing 
of  the  full-size  rotor  system,  devel- 
oped under  a  $100  million  research 
contract  from  NASA  and  the  Defense 
Department,  begins  in  October  at 
California's  Edwards  Air  Force  Base. 

The  X-Wing's  allure  is  its  combined 
speed  and  versatility  of  movement, 
which  makes  it  useful  for  military 
tactical  and  rescue  missions  and  elec- 
tronic warfare.  Sikorsky  engineer  Ar- 
thur Linden  says  its  top  speed  will  be 
600mph,  or  Mach  .8,  three  times  a 
conventional  helicopter's  top  speed  of 


Hank  Morgan 


/■Jtgineer  Arthur  Linden 

A  $100  million  breakthrough^ 


200mph.  In  theory,  at  least,  the  X- 
Wing  would  surpass  its  relative,  the 
Sikorsky  Black  Hawk  (top  speed, 
170mph),  which  the  Army  flies  as  its 
medium-range  utility  helicopter. 

But  hold  on,  the  X-Wing  has  compe- 
tition. Bell  Helicopter  Textron  and 
Boeing  Vertol  together  are  now  build- 
ing six  full-scale  models  of  a  tilted- 
rotor  vehicle  called  the  V-22  that  they 
have  already  flown  m  a  small-scale 
version.  The  models  will  take  flight  in 
1988 — about  the  time  Sikorsky  hopes 
to  begin  building  its  own  full-scale 
prototype.  The  V-22s  have  propellers 
that  tilt  90  degrees  upward  to  trans- 
form the  planes  into  helicopters.  Al- 


though the  X-Wing  is  expected  to  fly 
much  faster  and  higher  than 
the  tilt-rotor.  Bell  engineer  Tommy 
Thomason  says  confidently,  "Our  ap- 
proach is  less  risky.  The  X-Wing 
hasn't  been  demonstrated  yet." — G.B. 


A  baby,  maybe 

Pregnant  women  will  soon  have  a 
choice  of  tests  for  detection  of  fe- 
tal genetic  disorders.  Early  results 
from  a  study  of  a  procedure  called 
chorionic  villus  sampling,  or  CVS,  in- 
dicate that  it's  a  viable  altemative  to 
amniocentesis — the  test  recommend- 
ed for  pregnant  women  age  35  or  old- 
er, to  detect  fetal  genetic  disorders. 

The  data  come  from  University  of 
California  at  San  Francisco  physicians 
who  have  conducted  1,700  consecu- 
tive procedures.  By  the  end  of  the  year 
some  3,000  women  will  be  tested  at 
seven  medical  centers  nationwide  for 
the  research  sponsored  by  the  Nation- 
al Institutes  of  Health. 

The  major  difference  between  the 
two  procedures  (which  are  about  the 
same  price)  is  that  CVS  takes  placen- 
ta, the  tissue  from  outside  the  fetus, 
while  amniocentesis  obtains  fluid 
from  within  the  fetal  membrane.  "But 
they  both  come  from  cells  developed 
from  the  same  egg  and  sperm,  so  it 
makes  no  difference  in  terms  of  diag- 
nosis," says  Dr.  James  Goldberg,  an 
assistant  professor  of  obstetrics  at 
UCSF  and  one  of  the  CVS  researchers. 

The  biggest  advantage  of  CVS  is 
that  it  is  performed  between  the  9th 
and  1 2th  weeks  of  pregnancy,  in  con- 


trast with  amniocentesis,  which  is 
performed  about  the  1 6th  week.  If  ab- 
normalities are  found,  Goldberg  says, 
amniocentesis  may  be  recommended 
as  a  backup  before  considering  an 
abortion.  Women  said  they  preferred 
the  CVS  procedure,  which  uses  a  cath- 
eter inserted  vaginally  to  obtain  tis- 
sue. Amniocentesis  requires  inserting 
a  needle  into  the  abdomen  to  take  out 
fluid.— G.B. 


Wby  the  French  eat  snails 

So  you  think  the  sex  life  of  your 
basic  hermaphrodite  garden  snail 
is  dull?  Well,  a  recent  study  by  zoolo- 
gist Daniel  Chung  at  the  University  of 
Michigan  may  change  your  mind.  Sci- 
entists have  long  debated  why  shell- 
backed  snails  come  equipped  with  the 
tiny,  centimeter-long  darts  that  they 
forcefully  thrust  into  the  flesh  of  their 
partners  prior  to  mating.  Now  Chung 
thinks  he  knows  why:  The  darts  carry 
an  "aphrodisiac"  chemical  that  as- 
sists in  mating  by  causing  the  genital 
tissues  of  the  target  snail  to  protrude. 

Anyone  for  bottling  and  selling  the 
stuff?— G.B. 


The  payoff  from  patience 

The  Japanese  are  still  demanding 
that  the  Soviet  Union  return  a 
group  of  small  islands  off  the  coast  of 
Hokkaido  that  were  seized  by  the  So- 
viets in  the  last  days  of  the  fighting  in 
World  War  II.  Lots  of  luck,  fellows. 


When  did  Moscow  ever  give  anything 
back  voluntarily? 

But  what  diplomatic  justice  may 
never  achieve,  nature  may.  A  resur- 
vey  of  Hokkaido  by  the  Japanese  Geo- 
graphical Survey  Institute  reveals  that 
the  islands  are  actually  inching  back 
all  by  themselves.  The  total  move- 
ment: about  an  inch  per  year.  At  this 
rate,  the  nearest  of  the  islands  will 
bump  into  Japanese  shores  in  approxi- 
mately 600,000  years.— G.B. 


IfyouiieallyTOntto 
fiijd  a  solution, 

youwgottolooK 

at  SI  sides 
of  the  problem. 

And  in  fact,  Businessland's  sales 
of  computer  equipment  to  larger  com- 
panies were  strong.  Yet  they  realized 
that  many  small-business  owners 
were  not  buying  computer  systems, 
even  when  the  equipment  was  badly 
needed. 

What  part  of  the  picture— what 
view,  what  vantage  point— led  GE 
Credit  to  an  answer  to  Businessland's 
problem? 

Large  companies  have  access  to  a 
substantial  corporate  line  of  credit.  But 
often,  the  only  existing  credit  line  for  a 
small  business  is  the  owner  s  personal 
credit  card. 

So  the  small  businessman  needing 
several  PC  s  had  to  choose  between 
obtaining  a  bank  loan  first,  or  assuming 
the  sizeable  debt  of  a  computer  pur- 
chase himself. 

After  examining  currentiy  available 
financing  alternatives,  GE  Credit 
realized  Businessland  could  benefit 
from  something  new  —  a  plan  they 


At  GE  Credit,  we  know  there  are 
no  shortcuts  to  solutions.  In  fact,  the 
problem  itself  can  often  be  hard  to 
recognize. 

Take  Businessland,  a  nationwide 
supplier  of  microcomputer  systems  to 
business.  At  a  time  when  PC  usage  in 


business  is  expanding  rapidly  com- 
puter dealers'  shelves  should  be  emp- 
tying practically  overnight. 


could  offer  their  smaller  customers 
that  combined  the  best  features  of  big- 
business  commercial  financing  with 
the  simplicity  and  ease  of  use  of  a  con- 
sumer credit  card. 

The  solution?  The  Business 
Revolving  Charge. 

This  unique  program  from  our 
Retailer  Financing  Department  pro- 
vides Businessland  with  a  powerful 
new  selling  tool. 

The  customer  receives  a  Business- 
land  credit  card,  with  a  line  of  credit 


in  the  company's  name.  The  card  is 
used  like  any  other  credit  card,  for  cur- 
rent and  future  purchases— but  only 
in  Businessland  computer  centers. 

The  credit  appro\^s,  monthly  bill- 
ing and  all  other  paperwork  are  handled 
directly  by  GE  Credit.  And  Business- 
land's  sales  force  is  free  to  sell  com- 
puters. 

A  careful  study  of  all  sides  of  the 
Businessland  situation  led  GE  Credit 
to  invent  an  answer  —  one  that  we're 
now  offering  to  other  suppliers  to 
business. 

If  you're  staring  at  a  business 
problem  you  can't  get  a  handle  on  (for 
example,  did  you  realize  you've  been 
looking  at  a  computer  system  fi'om 
several  different  angles?)  call  GE 
Credit.  We'll  help  you  find  an  answer. 

Call  toll  fi-ee:  1  (800)  243-2222  or  write: 
260LongRidgeRd.,Stamford,CT06902. 


You  carit  do  things 
differently  imti^^ 
see  things  differently 


General 
Electric 
Credit 


THERE'; 
CHAR 
CANSEI 
FOR  NO  0 


igher  than  the  American  Express  Gold  Card: 
So  get  a  charge  card  that  can  do  a  lot 
more  than  just  charge.  Get  a  Diners  Club 
Card  from  Citicorp. 

"3  APPLY  NOW 


 icorp:  If  you  charge  a  lot  on 

business,  why  not  use  a  cord  that  can  send  you  more  than  just 
monthly  bills,  Why  not  use  the  Diners  Club  Card  from  Citicorp, 
Diners  Club  can  s$nd  you  to  an  island  resort  or  an  African 
Safari,  absolutely  free.  Ws  all  port  of  our  Club  R 
works  just  I 


program. 

Every  time  you 
Card  you  autom 
free  trips  on  Unite 
a  night  on  tf>e 
Ai-id  the  more 


you  re  reword 

But  perhaps  the 
Rewards  is  how  ea 


e  Diners  Club 


ts  toward 


gifts?  From 
puter 


ore 


•9 


t  Charge  yc 
lubolso  com 
and,  of  course,  the  Idnd 
expect  from  a  great  coi 
t  Insurance*  at  i 
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i212  3HShl2  'mm 


800-CLUB-INFO 


available  only  to  Personol  and  Connpanv  accounts  located  within  ttie  50  United  States.  Enroilment  required.  Certain  terms 
'  fs  underwritten  by  Commercial  Insurance  of  Newark.  N.J.  The  cost  of  the  insurance.  S  51  per  trip,  is  included  as  part  of  ttie  onnua! 
Cardmembership  fee.  The  coverage  is  not  available  to  Corporate  Cardmembers  ^  ,,9g^  Citicorp  Diners  Club  Inc 


Personal  Affairs 


 Edited  by  William  G.  Flanagan 

One  out  of  20  people  over  45  has  heart 
disease  but  doesn't  even  suspect  it.  Over 
100,000  a  year  die  of  "silenf  heart  attacks 
without  ever  knowing  what  hit  them. 

Without  warning 


Tetirieco  nuirmf^er  Ken  l/iniso)i  norkuij^  out 
A  stress  test  uncovered  his  ischemia. 


By  Francesca  Lunzer 

KENNETH  Lamson,  57,  3  pur- 
chasing executive  at  Tenneco, 
was  one  of  the  lucky  ones. 
Four  years  ago  he  decided  to  get  in 
better  shape,  and  so  joined  the  com- 
pany's fitness  center.  During  the 
mandatory  stress  test — running  on  a 
treadmill  as  an  electrocardiograph 
monitors  the  flow  of  blood  to  the 
heart— the  doctor  suddenly  stopped 
the  treadmill  and  asked  Lamson  to  sit 
down.  The  monitor  showed  a  slight 
abnormality  indicating  that  Lamson 
might  have  previously  undiagnosed 
heart  disease. 

Further  testing  proved  that  to  be  the 
case,  and  after  several  types  of  treat- 
ment, Lamson  recently  underwent 
bypass  surgery  to  unblock  a  clogged 
artery.  He's  back  on  the  treadmill 
now,  since  his  doctor  has  recom- 
mended exercise  to  lower  his  blood 
pressure  in  order  to  reduce  the  stress 
on  his  heart. 

We  all  know  the  grim  reaper  that  is 
heart  disease;  it  is  the  nation's  num- 
ber one  killer.  It  fells  over  a  million 
and  a  half  people  with  heart  attacks 
each  year,  30%  of  whom  die.  Of  all 
the  forms  of  heart  disease,  ischemic 
heart  disease,  temporary  loss  of  blood 
flow  to  sections  of  the  heart,  is  both 
the  most  prevalent  and  the  most  in- 
sidious. As  many  as  4  million  people 
in  the  U.S.  suffer  from  the  condition, 
but  half  don't  know  it. 

Ischemia  "nibbles  patches  out  of 
the  heart  muscle,"  according  to  Dr. 
Andrew  Selwyn,  director  of  the  cardi- 
ac catheterization  lab  at  Brigham 
Women's  Hospital  in  Boston.  If  epi- 
sodes of  ischemia  last  too  long  or  hit 
vital  parts  of  the  heart,  the  result  can 
be  a  heart  attack.  To  try  to  prevent 
that,  patients  with  ischemia  are  treat- 
ed with  a  wide  range  of  procedures, 
from  drugs  to  surgery,  to  unblock  or 
widen  arteries  and  increase  the  blood 
flow  to  the  heart.  New  forms  of  treat- 
ment are  constantly  bettering  the 
odds  of  patients  who  seek  treatment 
(Forbes,  28).  The  larger  problem, 
however,  is  finding  out  if  you  are  af- 
flicted in  the  first  place. 

Usually,  ischemia  is  accompanied 
by  angina,  chest  pain  that  ranges  from 
a  mere  wince  to  crushing  agony.  But 
perhaps  as  many  as  2  million  people, 
mostly  men  between  the  ages  of  45 
and  65,  have  totally  "silent"  isch- 
emia. (Estrogen  protects  women 
against  heart  attacks  until  meno- 
pause. After  that,  they're  as  much  at 
risk  as  men  for  both  silent  and  symp- 
tomatic heart  attacks.) 

People  with  silent  ischemia  may 
have  some  symptoms  of  illness — such 
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CPR  can  be  a  lifesaver 


According  to  the  American  Heart  Association,  of 
the  half-million  people  who  die  of  heart  attacks 
each  year,  as  many  as  100,000  victims  have  no 
previous  indication  that  a  heart  problem  existed.  At 
least  one-third  of  all  heart  attack  victims  can  be 
saved  if  emergency  care  is  provided  immediately. 
Since  cardiopulmonary  resuscitation  (CPR)  was  in- 
troduced, 25  years  ago,  the  prehospitalization  surviv- 
al rate  has  risen  from  5%  to  25%  when  CPR  is 
administered  and  then  medical  care  is  provided. 

To  simplify  the  procedures,  new  guidelines  for 
CPR  were  issued  in  June.  Developed  in  a  conference 
of  the  American  Heart  Association,  the  American 
Red  Cross,  the  American  College  of  Cardiology  and 
the  National  Heart,  Lung  &  Blood  Institute,  the 
guidelines  include  new  procedures  for  both  trained 
emergency  medical  personnel  and  lay  people  who 
have  gone  through  supervised  training.  For  example, 
the  new  guidelines  call  for  the  rescuer  to  give  two 
breaths  of  I'/i  seconds  each  instead  of  four  quick 
breaths.  And  the  number  of  chest  compressions  per 
minute,  formerly  60  to  80  per  minute,  has  been 


increased  to  80  to  100. 

If  you  are  one  of  the  50  million  people  who  had 
learned  CPR  as  of  last  year,  make  sure  you  get 
recertified  this  year  (the  Red  Cross  requires  annual 
recertification,  the  American  Heart  Association  at 
least  every  two  years)  and  learn  the  new  procedures. 
If  you  haven't  learned  CPR  yet,  perhaps  knowing 
that  the  procedure  saves  almost  250  lives  a  day  will 
make  you  seek  training. 

Indeed,  the  general  population  has  been  called  the 
"ultimate  coronary  care  unit"  because  the  potential 
of  early  CPR  administration  for  saving  lives  is  so 
great.  In  fact,  the  American  Academy  of  Pediatrics 
has  recommended  that  traming  begin  as  early  as  the 
eighth  grade. 

If  you  are  trained  in  CPR,  find  out  who  in  your 
company  receives  emergency  medical  calls  and  let 
them  know  so  that  they'll  be  able  to  reach  you  in 
case  of  an  emergency.  Often  companies  post  signs 
that  indicate  who  the  people  are  that  have  been 
certified  and  where  their  offices  are.  Such  practices 
save  many  lives  every  day. — F.L. 


Personal 
Affairs 


as  sweating  or  neck  soreness.  But  they 
seldom  perceive  pain  and  so  dismiss 
the  mild  discomfort.  They  are  not 
likely  even  to  suspect  they  have  heart 
disease  unless,  like  Ken  Lamson,  they 
have  an  exercise  stress  test.  (The  rest- 
ing electrocardiogram  exam  usually 
doesn't  detect  the  problem.) 

So,  unaware  they  suffer  silent  isch- 
emia and  that  their  hearts'  pumping 
capacity  is  reduced,  they  are  likely  at 
some  point  to  stress  the  heart  too 
much.  Usually  the  overstress  comes 
during  exercise,  and  can  result  in  a 
fatal  heart  attack — as  befell  marathon 
runner  Jim  Fixx  while  running  in  Ver- 
mont in  1984.  But  Dr.  Selw^yn  has 
found  that  mental  stress  also  can  trig- 
ger silent  heart  attacks,  because  the 
blood  pressure  is  raised  to  dangerous 
levels,  just  as  it  is  in  physical  exercise. 

For  any  male  over  45,  and  for  post- 
menopausal women,  the  syndrome  is 
downright  scary.  If  a  person  feels  pain 
he  will  likely  seek  care.  "Instead," 
says  Dr.  Peter  Cohn,  chief  of  cardiolo- 
gy at  the  Health  Sciences  Center  at 
the  State  University  of  New  York  at 
Stony  Brook,  "the  first  symptoms  [of 
silent  ischemia]  often  show  up  on  the 
autopsy  instead  of  the  ECG." 

Cardiologists  are  not  yet  sure  why 
some  victims  feel  no  pain,  but  the 


speculation  is  that  they  may  have  a 
higher  pain  threshold  or  release  en- 
dorphins to  fight  the  pain.  And,  ac- 
cording to  Dr.  Roman  DeSanctis,  di- 
rector of  clinical  cardiology  at  Massa- 
chusetts General  Hospital,  diabetics 
also  may  be  a  little  more  prone  to 
silent  ischemia,  because  the  mecha- 
nism of  diabetes  may  make  them  a 
little  less  sensitive  to  pain. 

People  at  risk  for  silent  heart  dis- 
ease are  essentially  those  at  risk  for 
heart  disease  in  general.  You  are  defi- 
nitely at  high  risk  if  you  are  over- 


L  HckriiODig  a  stress  test  at  Neic 
York's  Corporate  Health  Examineri 
A  resting  ECG  tvon't  su0ice. 


weight,  smoke,  have  high  blood  pres- 
sure, suffer  from  diabetes  or  have  a 
history  of  heart  disease  in  the  family. 
Cardiologists  recommend  such  high- 
risk  candidates  take  annual  stress 
tests  after  the  age  of  35. 

At  a  growing  number  of  companies, 
such  as  Termeco,  executives  are  eligi- 
ble to  take  a  stress  test  free  of  charge 
every  two  years.  And,  according  to  Dr. 
Edward  Bemacki,  the  company's  vice 
president  of  health,  environmental 
medicine  and  safety,  the  cost  and 
bother  are  easy  to  justify  in  terms  of 
hanging  on  to  experienced  people. 
Why?  Because  corporations,  he  says, 
lose  more  people  over  45  to  premature 
death  than  to  voluntary  departure. 

Despite  the  fact  that  perhaps  5%  of 
the  population  may  have  ischemia, 
most  doctors  do  not  recommend  that 
the  general  public  take  stress  tests, 
which  run  about  $200,  unless  they're 
part  of  the  high-risk  group  or  about  to 
start  an  exercise  program. 

But  for  people  of  all  ages  and  condi- 
tions, doctors  have  this  advice:  Mini- 
mize the  risk  factors.  "The  general 
recommendations,"  says  Dr.  William 
Kannel,  professor  of  medicine  at  Bos- 
ton University,  "are  to  avoid  heart 
attacks,  period."  That's  done  by  eat- 
ing a  low-fat  diet;  doing  aerobic  exer- 
cise for  at  least  20  minutes  every  oth- 
er day;  avoiding  cigarettes;  and  having 
your  blood  pressure  checked,  and  cor- 
rected if  necessary.  "These  mea- 
sures," says  Dr.  Kannel,  "protect  you 
against  heart  attacks  of  all  kinds,  in- 
cluding silent  ones." 
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Town  &  Country  readers  have  a  taste 
for  vintage  scotch,  too. 

Town  &  Country  readers  become  totally  involved  when  they  see  their  jnends,  or  people  they  admire,  in  its  pages, 
mat  involvement  has  a  magical  influence  on  our  two  million  readers,  whether  they're  on  their  way  to  wealth,  or  already  there. 

Town  &  Country  is  a  special  guide  to  our  readers' special  way  of  life. 

Town  &  Country.  The  definitive  guide  to  living  well. 
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Faces 

Behind  the  Figures 


Edited  by  Gary  Slutsker 


Car  dealer  makes  good 


When  the  smoke  clears,  Expo  86 
won't  have  cost  the  taxpayers  a 
dime,  as  I  see  it,"  says  Jim  Pattison, 
57,  president  of  Canada's  Expo  86. 
The  fair  has  been  drawing  huge 
crowds  since  it  opened  on  May  2  in 
Vancouver,  B.C. — 10  million  people 
by  the  end  of  July. 

Even  at  the  rate  it  is  currently  draw- 
ing visitors.  Expo  will  actually  lose 
about  $200  million  on  an  operating 
basis.  The  British  Columbian  govern- 
ment, which  put  up  half  the  $1.2  bil- 
lion it  cost  to  build  and  promote  the 
fair  (corporate  sponsors  and  exhibitors 
put  up  the  rest),  has  agreed  to  pick  up 
any  operating  deficits.  So  where  does 
Pattison  get  off  saying  the  fair  won't 
cost  taxpayers?  Pattison  estimates 
Expo  will  take  in  $360  million  at  the 
box  office  and  $180  million  from  the 


Canadian  national  lottery.  Pattison 
figures  the  province  could  make  back 
$440  million  in  taxes  on  all  the  new 
tourist  trade  the  fair  created. 

After  the  disastrous  world's  fair  in 
New  Orleans,  which  was  funded  pri- 
vately, it  is  remarkable  that  Expo 
proved  so  popular.  One  advantage 
Vancouver  has  is  timing:  Recent  fears 
of  terrorism  abroad  have  kept  many 
vacationers  close  to  home. 

But  much  of  the  credit  must  go  to 
Pattison,  who  prior  to  heading  up  Expo 
had  built  a  single  car  dealership  into  the 
privately  held  $1  billion  (estimated 
1986  sales)  Jim  Pattison  Group,  with 
holdings  in  everything  from  food  pro- 
cessing to  broadcasting.  Pattison  kept 
labor  peace  with  local,  militant  unions. 
Concerned  that  union  workers  would 
delay  the  opening  by  walking  out  if 


nonunion  contractors  were  used,  Patti- 
son publicly  threatened  to  scrap  Expo. 
The  government  quickly  ended  the 
standoff  by  passing  a  law  that  let  both 
union  and  nonunion  contractors  bid  on 
parts  of  the  job. 

After  Expo?  Pattison  was  ap- 
proached by  party  leaders  in  June  to 
fill  the  recently  vacated  job  of  premier 
of  British  Columbia.  But  he  rejected 
the  offer.  After  five  years  in  public 
life,  he  yearns  to  return  to  private 
business.  "Since  working  with  the 
government  I've  learned  patience,"  he 
explains.  "But  I  don't  like  operating 
this  slowly." — Gail  Buchalter 


All  in  the  family 

As  a  funeral  director  from  Trenton, 
N.J.,  Henry  Murphy  never 
seemed  to  be  in  the  same  class  as  his 
cousin  Thomas,  61,  chairman  of  Capi- 
tal Cities/ ABC,  and  his  late  brother- 
in-law  James  Crosby,  who  ran  casino 
giant  Resorts  International,  Inc.  (1985 
revenues,  $426  million). 

But  after  Crosby's  sudden  death  in 
April,  Henry  Murphy  was  chosen  as 
his  successor  as  chairman  of  Resorts. 
No  surprise,  really.  Resorts'  voting 
stock  is  70%  controlled  by  the  Cros- 


Jtm  Patlison  of  Canada 's  Expo  86 

After/lve  years  of  public  service,  a  yearning  to  return  to  private  busitiess. 


Rich  Fribhman 
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IT&T  IS  IN  THE  MIDDLE 
OF  AUTHE  ACTION. 


r 


The  conference  in  London  was 
in  full  swing.  Ideas  were  flying. 
Proposals  were  being  made. 
They  had  everything  they 
needed  except  the  one  thing  they 
needed  most:  an  American 
firm  to  handle  the  deal. 

That's  when  they  took  the  call 
from  America.  A  business 
associate  they'd  once  worked 
with  was  calling  to  say  hello. 
Perfect  timing.  And  a  perfect 
opportunity  to  work  the  deal 
out  together. 

That's  the  kind  of  opportunity 
you  create  for  yourself  when 
you  use  AT&T  International 
Long  Distance  Service  to  keep 
in  touch  with  your  business 
associates  overseas.  And 
that's  just  the  beginning  of  the 
services  AT&T  offers  both 
internationally  and  in  the  U.S. 
To  find  out  just  how  well  those 
services  can  work  for  you,  call 
your  Account  Executive  or  an 
AT&T  Sales  Specialist  toll  free 
at  1800  222-0400.  ©1986  AT&T 


AT&T 

The  right  choice. 
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h'csor/s  bitcnuitioiuirs  //ciiit  Murphy 

From  a  Trenton  funeral  parlor  to  the  Taj  Mahal. 
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by-Murphy  clan,  and  Henry  Murphy, 
60,  had  served  as  a  board  member 
since  1958.  Resorts'  new  vice  chair- 
man is  Charles  Murphy,  62,  Henry's 
cousin,  while  a  vice  president  is  Wil- 
liam Crosby,  57,  James'  brother. 

James  Crosby,  who  ran  Resorts  for 
26  years,  was  a  flamboyant  empire 
builder.  His  successor,  unassuming, 
chain-smoking,  is  cut  from  a  different 
cloth.  "I'm  not  the  visionary,  Jim 
Crosby  type  at  all,"  he  says.  First  on 
Murphy's  agenda  is  putting  an  end  to 
the  losing  string  of  speculative  invest- 
ments that  marked  Crosby's  reign, 
most  notably  in  airline  stocks. 

Murphy  swears  he  isn't  a  caretaker 
and  that,  despite  rumors.  Resorts — 
with  its  estimated  $700  million  in 
Atlantic  City  real  estate  and  mere 
$450  million  in  market  value — isn't 
for  sale:  "Selling  Resorts  is  not  the 
interest  of  family  or  management." 

What  is  Resorts'  future?  Murphy 
points  across  the  street  from  Resorts' 
original  Atlantic  City  casino  to  a  huge 
construction  site,  upon  which  is  ris- 
ing Resorts  Taj  Mahal,  an  enormous, 
ornate.  Las  Vegas-style  $400  million 
casino-hotel  scheduled  to  open  next 
summer.  By  then  he  hopes  the  Board- 
walk's slump,  which  sank  Resorts'  ca- 
sino margins  from  12%  to  1%  in  two 
years,  will  be  over. — Matthew  Heller 


Rewriting  a  classic 

Despite  what  they  say,  you  can 
teach  an  old  dog  new  tricks. 
Sometimes. 

Take  Spiegel,  Inc.,  the  old  catalog 
marketer.  Eleven  years  ago  it  was 
bleeding  to  death  on  sales  of  $300 
million,  mostly  in  cheap  merchandise 
heavily  promoted  on  mass-market  TV 
shows.  Since  then  competitors  like 
Montgomery  Ward  and  Alden's  have 
left  the  business,  but  Spiegel  has  made 


Jtic/.'  Shcd  (if  S/)iL\m'/.  fill. 

No  more  game-show  promotions. 


a  dramatic  turnaround.  Last  year  prof- 
its were  $13  million  ($24  million  pre- 
tax) on  sales  of  $847  million. 

What  happened?  The  old  dog 
learned  a  whole  new  set  of  tricks.  In 
1981  the  business  was  sold  to  Otto 
Vcrsand,  West  Germany's  $3  billion 
privately  held  direct  marketer.  Vcr- 
sand brought  in  Jack  Shea  from  Carter 
Hawley  Hale  as  Spiegel's  senior  vice 
president  of  merchandising  in  1981. 
Shea  has  totally  rewritten  Spiegel's 
catalog.  "We  wanted  to  become  a  fine 
department  store  in  print,"  says  Shea, 
now  Spiegel's  president.  First  step: 
Upgrade  the  merchandise  with  de- 
signer clothes  by  Evan  Piconc,  Liz 
Claiborne  and  Jones  New  York.  Next: 
Redirect  the  mailing  list  from  house- 
wives to  busy  working  women. 

In  addition  to  the  four  main  cata- 
logs a  year  that  go  to  4  million  wom- 
en, there  are  now  25  specialty  cata- 
logs— begun  in  1983 — of  everything 
from  Italian  imports  to  sizes  that  are 
not  carried  by  most  retailers.  All  told, 
Spiegel  now  spends  over  $100  million 
annually  to  create  and  mail  out  130 
million  catalogs. 

Call  It  market  fragmentation,  but  it 
works. — Alyssa  A.  Lappen 


Another  try 

Selim  Zilkha,  younger  brother  of 
New  York  financier  Ezra  Zilkha, 
recently  announced  he  had  acquired 
more  than  5%  of  textile  producer  J. P. 
Stevens  (1985  sales,  SI. 6  billion). 

Selim,  59,  though  schooled  here 
and  a  U.S.  Army  veteran  of  WWII,  is  a 
fairly  recent  arrival  on  the  U.S.  finan- 
cial scene.  He  first  made  a  name  for 
himself  in  Britain  as  founder  of  highly 
successful  baby  products  retailer 
Mothercare.  His  luck  since  moving 
back  to  the  U.S.  four  years  ago  hasn't 
been  as  great.  In  a  1982  takeover  at- 
tempt against  Amalgamated  Sugar  he 
was  beaten  by  Texas  financier  Harold 
Simmons.  Then,  a  year  later,  he  sank 
$25  million  in  a  drilling  firm  as  oil 
prices  dropped. 

Stevens  a  takeover  target?  The  pe- 
rennial industry  laggard,  barely  mar- 
ginal for  years,  showed  a  $35  million 
loss  last  year. 

What's  the  appeal  to  Zilkha?  Ste- 
vens has  sold  both  its  commercial 
printing  operations  and  its  apparel 
business  to  focus  on  the  sheet  and 
towel  business  it  has  always  dominat- 
ed. But  Zilkha  started  buying  the 
stock  after  it  had  doubled  to  35. 

It  IS  still,  he  insists,  "very  underval- 
ued." Zilkha's  reasons?  The  share 
price  doesn't  fully  reflect  the  restruc- 
turing, he  argues;  the  price  of  cotton 


/nrcstor  Se/ini  Zilhlxi  i)i  his  Bcrcrly  I lills  garde)] 

But  would  he  really  enjoy  running  J. P.  Stevens? 


has  gone  down.  And  Stevens  has  also 
been  reducing  debt,  which  now  stands 
at  only  31%  of  equity.  Besides,  Ste- 
vens settled  its  well-known  labor 
troubles  five  years  ago. 

Will  Zilkha  try  a  takeover  as  Carl 
Icahn  did  a  few  years  ago?  "I  do  enjoy 
running  businesses,  I  must  say,"  says 
Zilkha.  Good  hick. — Geoffrey  N.  Smith 


Sell  stocks, 
buy  rocks 

Claude  Saujet,  French-born  presi- 
dent of  jeweler  Harry  Winston 
Inc.  in  New  York  City,  is  bullish  on 
diamonds. 

So?  What  else  would  you  expect 
from  a  man  who  makes  his  living 
selling  the  stuff?  However,  Saujet  has 
charts  to  bolster  his  point.  "The  price 
of  investment-grade  diamonds  has 
been  falling,"  he  says  in  a  heavy 
French  accent.  "Now  it  is  to  where 
the  price  would  have  been  if  the  crazy 
times  had  never  happened." 

His  charts,  taken  from  Winston's 
records,  go  back  to  the  beginning  of 
the  century.  They  trace  the  price  of 
1  carat  D  flawless  stones  through 
war,  depression  and  inflation  to  the 
present  day.  Mostly,  postwar  prices 
would  gain  S%  or  so  in  a  normal  year, 
guided  by  the  De  Beers  diamond  mo- 
nopoly. De  Beers,  however,  lost  con- 
trol of  the  market  in  Saujet's  "crazy 
times" — 1978-80 — and  prices  went 
crazy.  After  that?  "For  a  little  while 
diamonds  fell  below  the  line,"  Saujet 
says.  "But  now  it  has  returned  to 
where  it  should  be." 


Right  now,  Saujet  is  getting  ready  to 
expand  the  U.S.  market  for  "high 
jewelry" — the  unique  pieces  with 
enormous  stones  Harry  Winston  has 
always  been  known  for.  Meanwhile, 
he  says,  he  is  buying  rocks — the  big- 
ger the  better.  De  Beers  has  boosted 
prices  7.5%  for  uncut  stones  in  the 
last  few  months,  and  sales  are  up  45% 
over  1985.  "I  have  sold  my  stocks," 
says  Saujet,  "and  I  am  buying  stones 
instead,  for  my  own  account  as  well 
as  for  Harry  Winston."  Not  a  disinter- 
ested observer  but  not  an  ill-informed 
one,  either. — Harold  Seneker 


Low  key 

We  don't  see  the  need  to  hype  our 
product,"  says  Bernard  Chaus, 
57,  chairman  of  Bernard  Chaus  Inc. 
Why  should  he?  Without  benefit  of 
publicity  this  relatively  unknown  gar- 
mentmaker  and  his  partner  wife,  Jose- 
phine, sold  35%  of  their  firm  to  the 
public  and  pocketed  $71  million. 

The  Chauses  are  an  anomaly  in  the 
glittery  world  of  fashion.  While  de- 
signers like  Calvin  Klein  and  Ralph 
Lauren  attract  attention  with  costly, 
provocative  advertising,  the  Chauses 
haven't  spent  a  penny  on  their  own 
TV  spots  or  print  ads  since  founding 
the  company  in  1975.  "We  haven't 
needed  to,"  Chaus  tells  Forbes.  Coop- 
erative ads,  split  with  retailers,  cost 


C.lciHck'  Sciujcl  (>l  Ikiny  Wiiisloii 
The  crazy  times  are  gone. 


I'be  cJ'cii/scs  oj  licDinrcl  CJuius  hic. 
Why  be  trendy? 

$2.7  million  last  year,  or  a  minuscule 
1.4%  of  sales. 

The  Chauses  quietly  have  built  a 
loyal  following  among  conservatively 
dressed  working  women  who  would 
rather  not  spend  $150  on  a  blouse. 
Their  sportswear,  blouses  and  dresses 
sell  at  stores  like  Bloomingdale's  and 
Macy's  and  compete  against  better- 
known  brands  from  the  likes  of  Leslie 
Fay — which  was  to  go  public  last 
month — and  Liz  Claiborne.  The  ap- 
peal: well-made  clothes  that  don't  go 
out  of  style  at  fashion's  whim. 

Next?  "We're  moving  into  a  direct- 
mail  catalog  business  this  fall,"  says 
Bernard  Chaus.  He  also  wants  to  ex- 
pand the  number  of  Chaus  boutiques 
in  big  stores  from  70  to  200  this  year. 
"We  don't  need  to  be  trendy,"  he  says. 
Evidently  not. — Charles  Oppenheim 
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THERE  ARE  TIMES  WHEN  THE  QUALITY 
OF  THE  PRODUCT  TRANSCENDS  THE  COST. 
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Reach  a  highly  targeted  audience  whose  minimal  investment  is 
ONE  MILLION  DOLLARS  to  obtain  a  copy  of  ECHELON. 

■  ^   Deliver  your  sales  message  to  94%  of  the  'Top  Brass" 
in  the  Fortune  500  companies,  plus  a  group  of 
afQuent  owners  of  private  aircraft. 
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HALSEY  PUDLISHING  CO. 

12955  Biscayne  Blvd.,  No.  Miami,  Florida  33181  •  (305)  893- 1520  •TOLL  FREE:  1-800-523-6809 


The  ForbesAVilshire  5000  Review 


Edited  by  Steve  Kichen 


Reality  caught  up  to  Wall  Street.  Sluggish  economic 
growth  and  disappointing  corporate  earnings  scared  some 
investors.  Others  were  put  off  by  the  prospect  of  higher 
capital  gains  taxes  next  year.  Whatever  the  cause,  some 
handsome  paper  profits  were  converted  into  cash.  The 
heaviest  selloff  was  in  Nasdaq  issues,  which  fell  7.3%  in 
the  last  two  weeks.  The  Dow  industrials  finished  with  a 
6.5%  decline,  while  the  overall  market,  as  measured  by 
the  Wilshire  index,  lost  6%.  Within  two  weeks  the  price/ 


earnings  multiple  on  the  Wilshire  index  fell  a  point,  from 
its  recent  peak  of  18.9,  to  17.8. 

The  Forbes  Sales  500  is  currently  priced  at  12.6  times 
1986  earnings  estimates  and  10.8  times  1987  estimates 
(see  following  page).  For  the  last  several  weeks  security 
analysts  have  been  slashing  forecasts  in  earnest.  If  esti- 
mates keep  sliding,  one  of  two  things  will  happen:  Multi- 
ples against  forecast  earnings  will  rise  in  order  to  prop  up 
stocks  at  their  current  price  levels,  or  share  prices  will  fall. 


Closeup  On  The  Equity  Markets 


Perfonnance  of  six  leading  indexes 

Percent  change 

Wilshire 
5000 

Forbes 
500^ 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

-3.9 

-4.5 

-5.4 

-3.7 

-5.0 

-4.0 

in  last  52  weeks 

20.6 

17.9 

30.8 

20.4 

13.0 

23.8 

Stock  perfonnance  based  on  six      investor  yardsticks 

Percent  change 

Company  size 

Volatility^ 

P/E  multiple 

Dividend  yield 

Growth  profile'* 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

-3.4 

-2.5 

-4.2 

1.3 

-5.5 

-1.4 

0.5 

-3.7 

-5.2 

0.6 

-2.2 

-3.4 

in  last  52  weeks 

21,3 

40.3 

56.8 

28.1 

18.3 

33.0 

21.3 

39.7 

50.2 

34.1 

35.5 

24.9 

'Wilshire  index  reflects  price  perKtrmance  It  diltcrs  sli^^hily  tr<Mii  injrk' t  v.iiin  m1  DutsMiulmv',  ^t"*  ks  because  ut  retirements  ot  equity  since  index  was  created 
^Bascd  on  sales 

''a  stock's  sensitivity  to  overall  market  inovemcnt.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable, 
quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


Note;  All  data  for  periods  ending  7/19/86.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 


Where  The  Action  Is 


Unpopularity  contest.  Except  for  the  utilities,  all  Wilshire 
sectors  fell  out  of  investor  favor  over  the  last  several 
weeks.  Technology  shares,  with  a  9.2%  two-week  decline, 
were  off  the  most.  IBM,  on  weak  second-quarter  earnings, 
led  this  group  downward.  IBM  managed  to  lose  more  than 
$10  billion  in  market  capitalization  in  ten  trading  days. 
Other  technology  issues  that  came  under  severe  selling 


pressure  include  Advanced  Micro  Devices,  Apple  Com- 
puter and  Burroughs. 

The  second-hardest-hit  group  was  transportation, 
which  fell  8%.  The  biggest  losers  in  this  sector  were  the 
airlines,  thanks  in  large  part  to  Texas  Air,  down  15%. 
Capital  goods  and  consumer  nondurables  fared  only 
slightly  better,  with  losses  just  under  8% . 


Percent  change  in  last  52  weeks  "O-O- 

Percent  change  in  last  two  weeks 

Capital  goods 

Consumer  durables 

Consumer  nondurables  and  services 

+  50         1  1 

<^  — N 

+  50      1      1  ^y'^^ 

0 

 1  1  1  1  1  1  1  1  M  1 

-25  ,  ,  ,  ,  ,  ,  ,  ,  

1  1  1  1  1  1  1  1  1  1  1     1  1  1  1  1  1  1  1  1  1  1  1  1  1  1 

II  II  1  1  II  1  11  1  1  1  M  1  1  1  1  1  1  1  1  1  1  1 

t85  '86 

(85  '86 

(85  '86 

Energy 

Finance 

Raw  materials 

<^ 

0  '■'^-^'^"^ 

1  1  1  1  M  1  1  1  1  1  1  1  1  1  1  1 

""mill  1  1  1  1  1  1  1  1 1  1  

~"  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1 

(85  '86 

(85  '86 

(85  '86 

Technology 

Transportation 

Utilities 

+  50         1  1 

^^^^^^^^  ^ 

<^ 

1  1  1  1  1  1  1  M  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1 

""  II  II  1  II  1  II  1  1  1  1  1  1  1  II II i  1 II II 

M  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  

(85  '86 

(85  '86 

(85  '86 

What  The  Analysts  Think 


Bottom  of  the  barrel.  Recent  estimate  cuts  for  oil  stocks 
have  not  been  as  severe  as  those  for  most  other  groups. 
One  reason  is  that  energy  estimates  were  drastically 


chopped  earlier.  Analysts  also  expect  big  companies  that 
do  a  lot  of  refining  to  recover  at  the  pump  some  of  what 
they're  losing  at  the  wellhead. 


Forecasting  the  Forbes  500 

Average 

Performance 

earnings  per 

period 

share 

P/E 

latest  12  months 

$2.72 

16.1 

1986  estimates 

3.47 

12.6 

1987  estimates 

4.05 

10.8 

Rank  based  on 
change  in  estimate 

Sector 

Estimated  1986 
EPS  P/E 

%  change  in  1986  estimate 
in  2  weeks     in  4  weeks 

1  Utilities 

$3.33 

•10.2 

-0.08% 

-0.45% 

2 

Energy 

2.23 

12.4 

-0.37 

-3.15 

3 

Consumer  nondurables 

2.18 

16.9 

-0.40 

-0.76 

4 

Finance 

3.43 

11.0 

-0.60 

-0.98 

5 

Capital  goods 

2.59 

14.4 

-0.88 

-2.55 

6 

Technology 

2.53 

14.1 

-0.99 

-1.81 

7 

Consumer  durables 

3.72 

10.1 

-1.11 

-1.45 

8 

Raw  materials 

1.85 

15.5 

-1.75 

-2.16 

9 

Transportation 

1.79 

14.7 

-«.44 

-13.11 

Earnings  prniections  are  capitalization-weighted  consensus  estimates  from  over  2,000  security  analysts.  Data  are  compiled  and  updated  continuously  by  the  Institutional  Brokers 
Estimate  System  |IBES|,  a  service  of  Lynch,  Jones  &  Ryan,  a  New  York-based  brokerage  firm. 


Note;  All  dau  for  periods  ending  7/18/86.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif.;  IBES,  a  service  of  Lynch,  Jones  &  Ryan,  New  York. 


NA:  Not  available. 
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WHERE  DO 
COMPANIES 
THAT  HELP  OTHER 
COMPANIES  GO 
PUBLIC 
GO  PUBUC? 

One  marketplace  is  the  overwhelming  favorite. 
The  New  York  Stock  Exchange. 

Most  major  investment  firms  have  their  symbols  racing  across 
our  tape?  Our  newest  arrivals  include  Bear  Steams,  Morgan  Stanley, 
and  L.F.  Rothschild,  Unterberg,  Towbin.  Each  of  whom,  on  making 
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their  initial  public  offering,  came  to  the  NYSE  straightaway.  With  no 
detours  through  other  markets. 

And  they're  not  alone.  Companies  of  every  description 
are  listing  directly  at  11  Wall  Street  these  days.  (Over  75  of  them 
since  1983.) 

They've  all  come  to  the  NYSE  for  basically  the  same  reasons. 
We're  the  world's  most  active  and  most  actively  followed  market. 
Which  brings  unparalleled  visibility  plus  the  deepest,  most  liquid 
trading  environment  to  every  listed  company. 

We're  also  the  world's  most  orderly  market,  which  brings 
something  even  more  important:  the  assurance  that  they  and  their 
shareholders  will  be  treated  fairly. 

If  you'd  like  to  know  more  about  going  public  at  the  NYSE, 
ask  your  favorite  investment  bankers.  Chances  are  good  they'll  be 
speaking  from  experience. 


New  York 
Stock  Exchange 

•The  Advesi  Group.  Inc  .  A  G.  Edwards,  Inc  .  The  Bear  Stearns  Companies  Inc  ,  First  Boston.  Inc  .Gruntal  Financial  Corp.  TheE.  F  Hutton  Group  Inc.,  Inter-Regional  Financial  Group,  Inc..  Interstate 
Securities.  Inc  ,  Legg  Mason,  Inc  ,  (VIcDonald  &  Company  Investments,  Inc  ,  Merrill  Lynch  &  Co.,  Incorporated,  Morgan  Stanley  Group,  Inc.,  Paine  Webber  Group  Inc  ,  Salomon  Inc.,  The  Quick  &  Reilly 
Group,  Inc.,  L.F  Rothschild,  Unterberg,  Towbin  Holdings.  Inc.,  Morgan  Keegan,  Inc.,  RJ  Financial  Corporation,  Rodman  &  Renshaw  Capital  Group,  Inc.  ®i986 new YOBKsrocK exchange, mc 


$200,000,000 
Federal  National  Mortgage  Association 

FannieMae 

Stripped  Mortgage  Backed  Securities 

Principal  and  Interest  payable  on  the  25th  day  of 
each  month,  commencing  September  25, 1986 


SMBS  Series  A— Fixed-Rate  Residential  Mortgage  Loans 

SMBS  Class  A-1:  99%  of  Principal  Payments  on  Underlying  Mortgage  Loans; 
45%  of  Interest  Payments  at  11%  Pass-Through  Rate  on  Underlying  Mortgage  Loans 
(5%  Interest  on  Unpaid  Class  A-1  Principal  Amount) 

SMBS  Class  A-2:  1%  of  Principal  Payments  on  Underlying  Mortgage  Loans; 
55%  of  Interest  Payments  at  11%  Pass-Through  Rate  on  Underlying  Mortgage  Loans 
(6.05%  Interest  on  then  Current  Pool  Principal  Balance) 


The  obligations  of  Fannie  Mae  under  its  guaranty  of  the  SMBS  Certificates 
are  obligations  of  Fannie  Mae  and  are  not  backed  by  the  full  faith  and 
credit  of  the  United  States.  The  SMBS  Certificates  are  exempt  from  the 
registration  requirements  of  the  Securities  Act  of  1933  and  are  "Exempted 
Securities"  within  the  meaning  of  the  Securities  Exchange  Act  of  1934. 

Principal  Amount 
Class  A-1  $198,000,000 
Class  A-2  $  2,000,000 


Upon  request,  a  copy  of  the  Prospectus  Supplement  and  the  related  Prospectus  describ- 
ing these  securities  and  the  business  of  the  Company  may  be  obtained  within  any  State 
from  the  Undersigned  where  they  may  legally  distribute  it  within  such  State.  The  securi- 
ties are  offered  only  by  means  of  the  Prospectus  Supplement  and  the  related  Prospectus, 
and  this  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  any  offer  to  buy. 


Goldman,  Sachs  &  Co 

July  10,  1986 


$200,000,000 
Federal  National  Mortgage  Association 

FannieMae 

Stripped  Mortgage  Backed  Securities 

Principal  and  Interest  payable  on  the  25th  day  of 
each  month,  commencing  September  25, 1986 


SMBS  Series  B— Fixed-Rate  Graduated  Payment  Residential  Mortgage  Loans 

SMBS  Class  B-1:  50%  of  Principal  Payments  on  Underlying  Mortgage  Loans; 
1/3  of  Interest  Paynnents  at  9%  Pass-Through  Rate  on  Underlying  Mortgage  Loans 
(6%  Interest  on  Unpaid  Class  B-1  Principal  Amount) 

SMBS  Class  B-2:  50%  of  Principal  Payments  on  Underlying  Mortgage  Loans; 
2/3  of  Interest  Payments  at  9%  Pass-Through  Rate  on  Underlying  Mortgage  Loans 
(12%  Interest  on  Unpaid  Class  B-2  Principal  Amount) 


The  obligations  of  Fannie  Mae  under  its  guaranty  of  the  SMBS  Certificates 
are  obligations  of  Fannie  Mae  and  are  not  backed  by  the  full  faith  and 
credit  of  the  United  States.  The  SMBS  Certificates  are  exempt  from  the 
registration  requirements  of  the  Securities  Act  of  1933  and  are  "Exempted 
Securities"  within  the  meaning  of  the  Securities  Exchange  Act  of  1934. 

Principal  Amount 
Class  B-1  $100,000,000 
Class  B-2  $100,000,000 


Upon  request,  a  copy  of  the  Prospectus  Supplement  and  the  related  Prospectus  describ- 
ing these  securities  and  the  business  of  the  Company  may  be  obtained  within  any  State 
from  the  Undersigned  where  they  may  legally  distribute  it  within  such  State.  The  securi- 
ties are  offered  only  by  means  of  the  Prospectus  Supplement  and  the  related  Prospectus, 
and  this  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  any  offer  to  buy. 


Goldman,  Sachs  &  Co 

July  10.  1986 


statistical  Spotlight 


A  company's  operating  margin,  often 
overlooked,  is  a  better  measure  of  man- 
agement skill  than  is  its  net  profit  margin. 


How's  business? 


By  Michael  Ozanian 


Shareholders  are,  logically,  pre- 
occupied with  the  bottom  hne.  That 
tells  them  whether  management  is 
making  them  richer  or  poorer.  But 


shareholders  who  want  to  know  the 
how  and  the  why  need  to  look  a  little 
higher  up  on  the  profit  and  loss  state- 
ment. There  they  will  find  operating 
income,  which,  divided  by  revenues, 
yields  the  operating  margin.  "There  is 


*-7 


no  more  important  statistic  than  a 
company's  operating  margin  to  reveal 
how  skillful  management  is  in  con- 
trolling operating  costs  and  raising 
productivity,"  says  Stephen  Leeb,  edi- 
tor of  the  Jersey  City,  N.J. -based  In- 


Improved  operations 


These  companies  tracked  by  Value  Line  Data  Services  kept  pace  with  the  market.  In  part,  that  is  because  high 
have  all  improved  their  operating  efficiency  by  at  least  interest  or  depreciation  expenses  can  prevent  operating 
a  fourth  since  1980.  Their  stocks,  however,  have  not    income  from  showing  up  on  the  bottom  line. 


-Operating  margin- 


-Price- 


-Earnings- 
per  share 


1980 

1985 

industry 

%  change 

%  change 

Company/industry 

% 

% 

avg  % 

recent 

over  5  yrs 

1985 

1980-85 

P/E 

American  Bakeries/food  processing 

3.5% 

5.3% 

9.9% 

2  71/2 

67.1% 

$2.06 

167,5% 

13.0 

Apache  Corp/oil  producing 

41.9 

62.6 

47.6 

8y8 

-60.1 

0.38 

-58.2 

39.9 

Banner  Inds/industnal  services 

7.9 

10.8 

15.2 

17 

11.5 

1.00 

6.4 

10.7 

Bausch  &  Lomb/medical  supplies 

18.7 

24.8 

16.3 

37% 

37.7 

2.23 

6.2 

16.7 

Camco/oilfield  services 

12.8 

17,0 

18.0 

15'  4 

-3.9 

1,77 

88.3 

10,0 

Chevron/integrated  oil 

9.5 

18.7 

17.2 

35  V4 

-8.6 

4.52 

-35.6 

7.9 

Coastal/natural  gas 

8.7 

12.6 

14.6 

30 

2.9 

3,61 

28.5 

NM 

Du  Pont/chemical 

13.9 

25.8 

19.0 

80l'i 

70.4 

4,61 

^.6 

14.1 

Exxon/integrated  oil 

11.9 

16.6 

17.2 

59'/x 

72.0 

6.46 

-0.5 

8.3 

General  Motors/auto 

0.5 

7.3 

8.1 

75 '/i 

52.5 

12.28 

D-P 

6.3 

Gulf  Resources  &  Chem/oil  producing 

14.1 

29.9 

47.6 

I2I4 

-46.2 

5,79 

7K,2 

3,7 

Hayes- Albion/auto  parts 

2.0 

7.5 

12.0 

1  1 1's 

25.4 

1.54 

D-P 

9.0 

Kaiser  Cement/cement 

10.2 

13.7 

14.9 

13% 

-49.0  . 

0.94 

-70.3 

19.5 

Lamson  &  Sessions/machinery 

3.8 

6.0 

11.3 

3% 

-47.1 

0.04 

D-P 

48,2 

Mattel/toys 

7.8 

13.9 

15.7 

14 

75.0 

1,00 

N"M 

20,9 

Texaco/integrated  oil 

8.2 

15,2 

17.2 

30 

-14.6 

5.11 

-38.5 

5.8 

USX/integrated  steel* 

8.0 

13.7 

8.1 

19"s 

-29.2 

1.71 

-67.4 

58.7 

Westmoreland  Coal/coal 

5.6 

8.0 

14.4 

23  V4 

-11.2 

1.24 

D-P 

11,5 

Wickes  Cos 'rt  ail 

5.6 

11.1 

8.8 

5'/4 

-56.3 

0.11 

-86.1 

30,3 

Wyman-Gordon/;  erospace 

13.2 

17.2 

9.6 

21 1:. 

-14.1 

0.18 

-89.1 

NM 

'h>rmerly  US  Steel.    NM:  Not  meaningtul    D-P  Deficit  to  profit 


Sources  Value  Line  Data  Semces:  FoRjiEs 


$200,000,000 
Federal  National  Mortgage  Association 

FannieMae 

Stripped  Mortgage  Backed  Securities 

Principal  and  Interest  payable  on  the  25th  day  of 
each  month,  commencing  September  25, 1986 


SMBS  Series  C— Fixed-Rate  Graduated  Payment  Residential  Mortgage  Loans 

SMBS  Class  C-1:  50%  of  Principal  Payments  on  Underlying  Mortgage  Loans; 
1/3  of  Interest  Payments  at  9%  Pass-Through  Rate  on  Underlying  Mortgage  Loans 
(6%  Interest  on  Unpaid  Class  C-1  Principal  Amount) 

SMBS  Class  C-2;  50%  of  Principal  Payments  on  Underlying  Mortgage  Loans; 
2/3  of  Interest  Payments  at  9%  Pass-Through  Rate  on  Underlying  Mortgage  Loans 
(12%  Interest  on  Unpaid  Class  C-2  Principal  Amount) 


The  obligations  of  Fannie  Mae  under  its  guaranty  of  the  SMBS  Certificates 
are  obligations  of  Fannie  Mae  and  are  not  backed  by  the  full  faith  and 
credit  of  the  United  States.  The  SMBS  Certificates  are  exempt  from  the 
registration  requirements  of  the  Securities  Act  of  1933  and  are  "Exempted 
Securities"  within  the  meaning  of  the  Securities  Exchange  Act  of  1934. 

Principal  Amount 
Class  C-1  $100,000,000 
Class  C-2  $100,000,000 


Upon  request,  a  copy  of  the  Prospectus  Supplement  and  the  related  Prospectus  describ- 
ing these  securities  and  the  business  of  the  Company  may  be  obtained  within  any  State 
from  the  Undersigned  where  they  may  legally  distribute  it  within  such  State.  The  securi- 
ties are  offered  only  by  means  of  the  Prospectus  Supplement  and  the  related  Prospectus, 
and  this  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  any  offer  to  buy. 


Goldman,  Sachs  &  Co 

July  21,  1986 


Statistical  Spotliglit 


Better  a  business  that  has  a  moat  around  it 
than  a  business  that  has  to  fight  for  surviv- 
al. Trouble  is  that  moats  are  getting  a  mite 
expensive  these  days. 

Franchise  mania 


vestment  Strategist. 

Why  doesn't  the  net  income  figure 
capture  managerial  success?  Because 
it  reflects  not  only  operating  deci- 
sions, like  what  style  of  jeans  to  sell 
or  where  to  locate  the  transmission 
factory,  but  also  purely  financial  deci- 
sions, like  how  much  leverage  to  put 
in  the  balance  sheet.  Moreover,  a  buy- 
er of  a  business  will  be  much  more 
concerned  with  its  operating  income 
than  with  the  net  income.  After  all, 
the  acquiring  company  can  control 
leverage,  interest  costs  and  taxes  by 
the  way  it  pays  for  the  purchase,  but  it 
can't  instantly  transform  a  badly 
managed  factory  into  a  good  one. 

The  table  on  page  120  lists  current- 
ly profitable  firms  whose  operating 
margins  have  gone  up  by  at  least  a 
fourth  over  the  past  five  years  but 
whose  stock  prices  have  significantly 
trailed  the  market.  Operating  income 
is  profit  from  continuing  operations 
before  depreciation,  interest,  taxes 
and  extraordinary  items.  That  is,  a 
firm's  business  may  be  sound  but  its 
reported  profits  weak  on  account  of 
high  debt,  depreciation,  writeoffs  or 
taxes.  For  almost  half  of  the  issues 
listed,  profits  went  down  even  as  op- 
erating margins  increased. 

Take  Wickes  Cos.,  the  Santa  Moni- 
ca, Calif  .-based  distributor  of  building 
materials.  The  company's  operating 
margin  doubled  between  1980  and 
1985.  Earnings,  however,  shrank  from 
48  cents  a  share  in  1980  to  1 1  cents  in 
1985  because  of  exorbitant  interest 
and  depreciation  expenses.  Wickes, 
which  emerged  from  IVi  years  in 
Chapter  1 1  last  year,  currently  has  a 
debt-to-equity  ratio  of  over  225% .  But 
its  strong  operating  margin,  says 
Leeb,  "makes  it  precisely  the  type  of 
company  a  cash-rich  takeover  artist 
would  be  interested  in." 

Can  a  firm  have  an  operating  mar- 
gin that  is  too  high?  John  Elliott,  an 
associate  professor  of  accounting  at 
Cornell,  cautions,  "If  a  firm's  operat- 
ing margin  is  considerably  higher 
than  the  industry  average,  over  time  it 
will  eventually  creep  back  toward  the 
average" — as  competitors  creep  in. 

Westmoreland  Coal's  operating 
margin  is  improving — it  climbed  2.4 
percentage  points  between  1980  and 
1985 — but  is  still  below  the  industry 
average  of  14.4%.  In  1985,  despite  an 
industry  oversupply  that  forced  it  to 
reduce  prices  by  2%,  Westmoreland 
reduced  costs  8%  and  increased  its 
operating  margin  to  8%.  On  the  bot- 
tom line,  writeoffs  from  mine  clos- 
mgs  buried  this  improvement.  Ana- 
lysts haven't  overlooked  it,  however; 
they  oxpect  the  company  to  earn 
about  $2  a  share  next  year.  ■ 


By  William  Baldwin 

Tl  HE  LATEST  FAD  WORD  OU  Wall 
Street  is  franchise.  Businesses 
with  "franchises"  are  worth 
anything;  businesses  without  them 
are  just  businesses. 

For  this  phenomenon  you  can 
thank  Warren  Buffett,  the  mighty  me- 
dia investor  of  Omaha.  He  popular- 
ized the  word  as  a  way  to  explain  why 
it's  so  much  better  to  own  a  television 
network  or  an  advertising  agency 
than,  say,  an  automobile  plant.  Now, 
alas,  lots  of  very  ordinary  analysts  par- 
rot the  word,  especially  when  they 
want  to  justify  a  lofty  stock  price. 
They  argue,  in  effect,  that  any  compa- 
ny trading  at  a  big  multiple  of  its  book 
value  must,  by  definition,  possess  a 
franchise  of  some  sort. 

But  what  does  Buffett  mean  by  fran- 
chise? He  gave  a  definition  in  a  Co- 
lumbia Business  School  seminar  last 
year:  "The  test  of  a  franchise  is  what  a 
smart  guy  with  a  lot  of  money  could 
do  to  it  if  he  tried.  If  you  gave  me  a 
billion  dollars,  and  you  gave  me  first 
draft  pick  of  50  business  managers 
and  50  journalists,  and  you  said,  'Go 
take  the  Wall  Street  Journal  apart,'  I 
would  hand  you  back  the  billion  dol- 
lars. There  are  some  businesses  that 
have  very  large  moats  around  them. 
Those  are  the  businesses  you  want." 

To  put  it  in  popular  terms:  A  fran- 
chise is  a  circumstance  that  gives  a 
company  some  degree  of  monopoly 
pricing  power.  It  could  be  a  govern- 
ment license,  a  government-enforced 
trademark,  or  an  economic  fact  of 
life — such  as  the  fact  that  most  cities 
won't  support  two  newspapers,  so  the 
one  that's  left  is  sitting  pretty.  Buf- 


fett's  Berkshire  Hathaway  owns  the 
only  paper  in  Buffalo,  a  franchise 
worth  a  few  hundred  million  dollars. 
RJR  Nabisco  owns  the  Ritz  franchise. 
This  isn't  a  pure  monopoly,  of 
course — you  can  always  buy  some 
other  cracker — but  only  one  company 
is  entitled  to  the  shelf  space  and  the 
consumer  attention  that  this  name 
brings.  The  name  is  probably  more 
valuable  than  the  cracker  factories. 

No  question,  a  good  franchise  is  a 
thing  to  own.  The  Tennessee  family 
with  the  big  Coca-Cola  bottling  fran- 
chise recently  agreed  to  sell  for  SI. 4 
billion.  Stock  in  Subaru  of  America, 
whose  principal  asset  is  an  exclusive 
car-importing  franchise,  is  up 
49,100%  since  1975.  Pretty  good, 
huh?  But  maybe  it's  time  for  investors 
to  ask  themselves  if  the  franchise  con- 
cept has  been  a  bit  overplayed.  Is  it 
possible  that  broadcasters,  newspaper 
publishers,  cable  systems  and  con- 
sumer goods  companies  aren't  worth 
the  lavish  prices  that  Wall  Street  as- 
signs them? 

Howard  Fox,  a  portfolio  manager  at 
Carret  &  Co.,  a  New  York  City  mon- 
ey manager,  thinks  so.  "This  focusing 
on  a  narrow  group  has  resulted  in  an- 
other Nifty  Fifty — New  York  Times 
selling  at  29  times  earnings  and  so  on. 
It's  unhealthy,"  he  says. 

Another  skeptic  is  Charles  Royce,  a 
fund  manager  in  New  York  City  with 
a  preference  for  down-to-earth  compa- 
nies. (Royce  Value  Fund's  top  posi- 
tions include  a  coal  company,  a  coffee 
distributor  and  a  lounge  chair  maker.) 
"Even  dear  old  ABC  isn't  the  fran- 
chise it  used  to  be,"  he  says,  referring 
to  a  takeover  that  Berkshire  Hatha- 
way helped  finance.  "There  could  be 
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Expensive  franchises 


Some  businesses,  like  Gannett's  monopoly  papers,  are  around  them.  But  does  it  make  sense  to  pay  $70  for  a 
protected  by  what  Warren  Buffett  calls  a  "moat"   moat  around  $5  of  physical  assets? 


Pretax  return    Aftertax  return 


-Per  share- 


Company 

Franchise 

on  operating 
capital' 

on  tangible 
net  worth^ 

tangible 
net  worth 

recent 
price 

American  Capital  Management' 

fund  advisory,  contracts 

550% 

88% 

$1.42 

22i/>. 

American  Home  Products 

drug  brands 

82 

34 

13.86 

85% 

Dow  Jones* 

newspaper 

46 

45 

3,19 

33 '/4 

Gannett 

newspapers,  tv  stations 

60 

67 

4.71 

741/2 

Kellogg 

cereal  brands 

S3 

43 

5.31 

51 1/2 

Plenum  Publishing 

scientific  publications 

83' 

42 

10.36 

651/2 

RJR  Nabisco 

cigarette  and  snack  brands 

31 

NM 

-0  49 

51% 

Subaru  of  America 

car-importing  franchise 

76 

29 

5.41 

Telerate 

bond  database 

82 

24 

3.22 

19 

WD-40 

lubricant  brand 

107 

33 

3.81 

251/4 

Data  for  fiscal  year  1985  exccpi  where  noted  'Income  before  intere.st.  taxes  and  jjoodwill  aiiioni/ation.  divided  by  debi  plus  equitx  less  n'x'dwill  and  excess 
cash.  -Net  income  divided  by  year-end  tangible  net  wonh  'Data  for  12  months  to  Mar  31.  1986  'Retlecis  pro-rata  share  o(  Telerate  tan>»ible  net 
wonh    '^Includes  deferred  subscription  revenue  in  operating  capital    N.Vl;  Not  meaningful. 


the  potential  for  a  fourth  network,  or 
other  inroads.  [Franchises]  are  not 
natural  laws  set  down  by  Moses.  They 
change  over  time." 

In  the  early  part  of  this  century, 
traction  companies  that  stayed  in  the 
good  graces  of  city  aldermen  got  lucra- 
tive exclusive  franchises  for  their  ter- 
ritories. In  the  16th  century  Queen 
Elizabeth  granted  exclusive  fran- 
chises to  salt  sellers — in  effect,  li- 
censes to  print  money.  Today's  equiv- 


alent is  a  license  from  the  Federal 
Communications  Commission.  Are 
franchises  forever?  Interborough  Rap- 
id Transit  used  to  be  a  highflier  on  the 
Big  Board.  Today  its  assets  are  covered 
with  graffiti. 

This  IS  not  to  say  that  franchises  are 
worthless.  Dow  Jones  is  worth  a  lot 
more  than  its  printing  plants  and 
typewriters.  But  is  it  worth  S3  billion? 

The  table  above  presents  a  sam- 
pling of  companies  with  franchises 


trading  at  large  premiums  to  their  tan- 
gible net  worth.  Tangible  net  worth  is 
net  worth  minus  the  franchises — 
more  precisely,  net  worth  minus  in- 
tangible assets  like  goodwill,  patents 
and  brand  names.  Profits  are  enviable; 
returns  on  tangible  net  worth  for 
these  companies  are  steep,  in  some 
cases  outlandish.  The  only  problem  is 
that  the  franchise  in  question  is  not 
guaranteed.  Someone  may  figure  out 
how  to  get  across  the  moat.  ■ 


The  Funds 


Are  big  investors  in  funds  subsidizing  small 
ones?  Some  fund  operators  think  so,  and 
they're  looking  for  ways  to  raise  fees  on 
those  pesky  small  accounts. 

Small  investors, 
watch  out 


By  Laura  R.  Walbert 


SHOULD  ONE  MUTUAL  FUND  in- 
vestor pay  a  higher  percentage 
annual  fee  than  another  just  be- 
cause he  has  less  invested  in  the  fund? 
Or  conversely,  should  larger  investors 
get  higher  returns?  There  are  rum- 
blings in  the  mutual  fund  industry 
these  days  about  allowing  just  that. 


Traditionally,  large  and  small  fund 
investors  have  paid  the  same  percent- 
age advisory  fee,  the  same  percentage 
administrative  fee,  and  so  forth.  But 
that's  what  some  funds  argue  is  so 
unfair.  "A  SI 0,000  account  is  not  ten 
times  more  expensive  than  a  $1,000 
account.  Yet  normal  mutual  fund 
pricing  structure  assumes  it  is,"  says 
Richard  Reilly,  executive  vice  presi- 


dent of  Fidelity  Management  &  Re- 
search Co.  Reilly  says  smaller  ac- 
counts mean  more  clients  and  more 
pesky  phone  calls.  "People  who  give 
you  money  expect  to  be  talked  to,"  he 
says.  Reilly's  solution:  a  management 
fee  that  scales  down  as  the  assets  in 
an  account  grow. 

For  now,  the  debate  centers  on  in- 
stitutional funds  where  the  idea  is  not 
completely  new.  Fidelity's  Qualified 
Dividend  Fund,  solely  for  corporate 
investors  with  a  minimum  invest- 
ment of  S50,000,  has  an  "advisory  and 
service  fee"  that  ranges  from  0.78% 
for  accounts  of  S50,000  to  0.48%  for 
accounts  over  S2  million.  Fidelity 
says  that  the  bulk  of  the  savings  for 
larger  accounts  comes  from  the  so- 
called  transfer  agent  fee,  for  share- 
holder accounting. 

The  argument  makes  some  sense. 
Most  funds  pay  a  flat  fee  per  account 
to  the  fund's  transfer  agent,  say  S20  a 
year,  regardless  of  account  size.  In  a 
fixed-percentage  fee  scale,  that  might 
translate  to  a  charge  of  0.2%.  So  the 
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holder  of  a  $2,000  account,  in  effect, 
pays  a  bargain  S4  a  year  in  transfer 
agent  fees,  while  the  holder  of  a 
$50,000  account  pays  a  full  $100. 
With  its  sliding  fees  for  Qualified  Div- 
idend, Fidelity  eliminates  some,  but 
not  all,  of  this  disparity. 

Why  don't  more  funds  do  this?  Two 
reasons.  One  is  that  the  federal  law 
exempting  fund  investors  from  dou- 
ble taxation  forbids  disproportionate 
dividends.  That  probably  doesn't 
mean  funds  can't  assess  a  flat  annual 
fee,  say  $20  a  year,  for  servicing,  but 
the  law  is  a  little  murky.  The  other 
reason  is  that  small  investors  would 
raise  a  stink.  Fidelity  backed  down  on 
a  planned  fee  for  a  retail  money  mar- 
ket account  for  that  reason^ 


Palhck  McDonnell 


But  the  bidding  for  sliding  fees  goes 
further  than  annual  servicing  fees. 
Goldman,  Sachs  is  quietly  supporting 
legislation  that  would  allow  institu- 
tional mutual  funds  to  negotiate  even 
the  investment  advice  portion  of  the 
fee.  Industry  observers  say  Goldman 
has  more  than  a  passing  interest  in 
scaled  fees. 

A  few  years  back,  they  argue,  Gold- 
man ran  a  corporate  cash  manage- 
ment fund  with  scaled  fees  that  may 
leave  Goldman  with  an  overdue  tax 
liability  in  the  millions,  should  the 
IRS  take  a  hard  line  on  the  dispropor- 
tionate dividend  rule.  Goldman  has 
declined  to  comment. 

Meanwhile,  Dreyfus  Corp.,  among 
others,  is  opposed  to  any  change  in 
the  disproportionate  dividend  law. 
"We  think  it  is  a  bad  idea  from  begin- 
ning to  end.  It  will  ultimately  be  un- 
fair to  whoever  the  small  investors 
are,"  says  Daniel  Maclean,  Dreyfus 
general  counsel.  "Big  investors  can 
always  have  their  accounts  managed 
privately.  They  get  into  funds  to  trade 
off  the  liquidity  and  diversification 
that  the  fund  provides,  which  is  what 
the  little  guys  provide.  Why  should 
they  get  the  privilege  of  doing  that  to 
the  disadvantage  of  the  little  guy  who 
is  providing  those  benefits?" 


Tax  traps 

The  members  of  the  Flouse-Senate 
tax  conference  are  busily  search- 
ing for  revenue  dollars  these  days,  and 
one  bright  idea  is  to  nick  mutual  fund 
investors.  The  Senate  tax  bill  pro- 
posed what  boils  down  to  a  speed-up 
scheme  that  would  cost  fund  inves- 
tors an  extra  S2.1  billion  in  taxes  by 
1991,  with  $1.5  billion  coming  due 
next  year. 

Far  more  ominous  but  also  more 
vague  is  a  Senate  proposal  to  elimi- 
nate the  deductibility  of  certain  mu- 
tual fund  expenses.  The  Senate's  in- 
tent is  unclear.  But  the  most  unsavory 
interpretation  of  the  provision  is  that 
mutual  fund  shareholders  would  cal- 
culate their  taxes  on  a  fund's  gross 
income,  not  on  the  net  income  after 
fund  advisory  fees  and  other  expenses 
are  taken  out.  In  that  case,  a  share- 
holder might  receive  $400  in  divi- 
dends from  a  $10,000  investment, 
say,  but  owe  taxes  on  $500  of  gross 
income.  The  practical  effect  of  this 
provision,  if  it  survives,  may  not  be 
clear  until  some  time  after  the  bill  is 
passed. 

The  Senate's  speed-up  scheme  is 
the  greater  threat  to  fund  investors  for 
now.  It  would  put  all  mutual  funds  on 
a  Dec.  31  year-end.  Sound  like  an  in- 
nocent housekeeping  move?  You 
don't  know  the  revenue  enhancers. 
Suppose  your  fund  currently  has  an 
Apr.  30  fiscal  year.  Then,  next  year, 
your  fund  will  close  one  year  Apr.  30 
and  will  also  have  a  short  year  that 
begins  May  1  and  ends  Dec.  31.  The 
idea  is  to  push  some  earnings  that 
would  normally  land  in  1988  into  tax 
year  1987. 

Clever,  isn't  it?  Many  current  de- 
ductions will  be  eliminated  Ian.  1, 
while  the  new  lower  rates  will  not  be 
fully  effective  until  1988.  Says  Freder- 
ick Werblow,  a  partner  at  Price  Water- 
house,  "Mutual  fund  shareholders  are 
being  [dealt]  a  nasty  game.  They're 
going  to  get  two  years  of  income  in 
one  year,  and  coincidentally,  the  tax 
rates  are  going  to  be  at  the  highest 
point."  The  speed-up  doesn't  have 
any  lasting  benefit  in  deficit  reduc- 
tion. "It's  not  a  true  revenue  raiser. 
It's  done  with  mirrors,"  says  lames 
Muller,  senior  partner  of  the  account- 
ing firm  McGladrey,  Hendrickson 
Pullen. 

The  other  portion  of  the  Senate's 
proposal  deals  with  so-called  spillover 
dividends.  A  fund  with  a  Dec.  31  year 
normally  would  make  its  last  quarter- 
ly dividend  payment  in  lanuary  or 
February,  after  the  fund's  books  are 
closed  for  the  year.  But  that  puts  the 


last  dividend  into  the  following  tax 
year.  So  the  Senate  would  require  all 
dividends  to  be  received  by  fund 
shareholders  by  Dec.  31,  or  those  divi- 
dends would  be  subject  to  a  5%  penal- 
ty tax. 

The  obvious  problem  is,  how  do 
you  know  what  fourth-quarter  earn- 
ings will  be  until  the  fourth  quarter  is 
over?  And  dividend  payouts  are  an 
exacting  business  for  mutual  funds.  If 
a  fund  fails  to  pay  out  at  least  90%  of 
its  earnings  in  any  given  year,  the 
fund  will,  as  current  law  provides, 
owe  corporate  taxes  in  addition  to  the 
individual  taxes  its  shareholders  al- 
ready pay. 

Confronting  such  a  law,  a  fund 
manager  would  have  a  free  choice  be- 
tween Scylla  and  Charybdis.  He  could 
guess  the  fund's  earnings  for  the  year 
as  of,  say,  Dec.  10,  pay  the  dividend 
and  then  stop  managing  the  fund  for 
the  rest  of  the  year  so  as  not  to  disturb 
the  earnings  calculation.  Or  he  could 
keep  managing  the  fund  and  take  his 
chances.  If  the  dividend  turns  out  to 
be  too  low  or  too  high,  then  investors 
would  face  tax  penalties  or  extra  rec- 
ord-keeping to  make  tax-basis  adjust- 
ments. The  manager's  other  option  is 
simply  to  pay  the  dividend  in  Febru- 
ary and  pay  the  5%  penalty  on  the  full 
amount. 

Besides  the  mountainous  paper- 
work that  it  would  create,  the  speed- 
up would  cost  shareholders  money. 
How  far  will  these  proposals  go?  Who 
knows,  but  fund  managers  are  wor- 
ried. "People  think  this  is  so  ludicrous 
it  can't  go  anywhere.  But  watch  it," 
says  William  Nutt,  senior  executive 
vice  president  of  American  Express' 
Boston  Co.— L.R.W. 


Required  reading 

When  IS  a  load  not  a  load?  When 
you're  making  a  sales  pitch.  Con- 
sider a  recent  full-page  advertisement 
in  financial  Service  Times,  a  magazine 
for  brokers  and  financial  salesmen: 

"Are  you  tired  of  striking  out  when 
your  clients  ask  you  for  a  no-front- 
load  mutual  fund?  Now,  you  can  get 
in  the  game  with  Kemper  Financial 
Services  and  Investment  Portfolios, 
Inc.  For  Your  Clients;  No  initial  sales 
charges.  For  You:  A  4%  commission 
on  all  sales.  No  breakpoints." 

That  4%  commission  isn't  paid  by 
the  tooth  fairy.  It  comes  from  a  "dis- 
tribution" fee  assessed  against  the 
fund,  1.25%  of  net  assets  per  year. 
Any  shareholder  who  sticks  around 
for  more  than  four  years,  of  course, 
would  have  been  better  off  paying  the 
load  all  at  once. — L.R.W. 
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Hambrecht  &  Quist 

Incorporated 


Lazard  Freres  &  Co. 
Alex.  Brown  &  Sons 

Incorporated 

Drexel  Burnham  Lambert 

Incorporated 

E.  F.  Hutton  &  Company  Inc. 
Morgan  Stanley  &  Co. 

Incorporated 


PaineWebber 

Incorporated 


Piper,  Jaff ray  &  Hopwood 

Incorporated 

Bear,  Stearns  &  Co.  Inc. 


Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Goldman,  Sachs  &  Co. 


L.  F.  Rothschild,  Unterberg,  Towbin,  Inc 
Smith  Barney,  Harris  Upham  &  Co. 

Incorporateil 

Dean  Witter  Reynolds  Inc. 


The  First  Boston  Corporation 
Dillon,  Read  &  Co.  Inc. 

A.  G.  Edwards  &  Sons,  Inc. 
Merrill  Lynch  Capital  Markets         Montgomery  Securities 

Robertson,  Colman  &  Stephens 
Shearson  Lehman  Brothers  Inc. 

Wertheim  &  Co.,  Inc. 
Stephens  Inc. 


Prudential-Bache 

Securities 


Capital  Markets 


MONEY  &  INVESTMENTS 

Even  if  the  top  tax  rate  goes  down  to 
27%,  munis  will  still  he  a  bargain,  espe- 
cially in  a  high-tax  state  like  New  York. 

MUNIS  VERSUS 
PACKWOOD 


By  Ben  Weberman 


Reform  of  the  federal  tax  structure 
makes  tax-free  bonds  less  appeal- 
ing— somewhat.  But  tax-frees  will 
remain  cheap  against  taxables  even 
at  a  27%  rate,  especially  in  states 
like  New  York  and  California  that 
sock  their  residents  with  high  state 
income  taxes. 

Bonds  of  high-income-tax  states 
usually  trade  with  yields  lower  than 
on  tax-free  issues  from  other  states. 
They  have  value  to  local  taxpayers 
because  of  savings  in  state  and  city 
income  taxes.  A  reduction  in  yield 
of  as  much  as  50  to  65  basis  points 
as  compared  with  general  market 
rates  of  return  is  not  unusual,  ac- 
cording to  George  Friedlander  of 
Smith  Barney,  Harris  Upham.  Right 
now,  these  yields  are  within  40  ba- 
sis points  of  others  in  the  market. 
That's  a  low  premium. 

Let's  look  at  how  this  works: 
New  York  State  residents  pay  a  top 
tax  rate  of  13%  on  so-called  un- 
earned income,  including  interest. 
This  tax  applies  even  to  bonds  that 
are  free  from  federal  income  tax  un- 
less the  bond  is  issued  by  New  York 
State  or  an  instrumentality  or  mu- 
nicipality thereof. 

Suppose  a  New  Yorker  gets 
$8,000  in  income  from  non-New 


Hen  Weherman  is  senior  editor  of  Forbks 
magazine 


York  municipal  bonds.  The  state 
tax  collector  gets  $1,040  of  that,  re- 
ducing the  return  to  $6,960.  But  if 
he  or  she  gets  the  same  $8,000  from 
a  New  York  bond,  he  gets  to  keep 
the  full  $8,000.  Clearly,  he  could 
then  afford  to  accept  $7,500  from  a 
New  York  bond  and  still  be  ahead. 

Hence  the  premium  on  New  York 
bonds  and  on  those  of  other  high-tax 
states.  (Ah,  but  the  matter  is  com- 
plicated: As  long  as  state  taxes  are  a 
deduction  for  federal  tax  purposes, 
the  taxpayer  gets  some  of  the  state 
tax  back  from  the  feds;  so  while  the 
penalty  of  living  in  a  high-tax  state 
is  severe,  it  is  not  quite  so  severe  as 
it  looks  on  the  surface.  However,  if 
the  federal  tax  rate  goes  down,  so 
will  the  amount  of  the  state  tax 
deduction.) 

If  the  New  Yorker  buys  a  Trea- 
sury bond  instead  of  a  muni,  he  will 
save  the  state  tax,  too,  because 
Treasury  interest  is  free  from  state 
taxes.  However,  he  will  have  to  pay 
a  federal  tax  on  the  interest,  which 
even  at  low  Packwood  rates  would 
reduce  a  7.5%  yield  to  about  5.5% 
after  taxes. 

Mathematical  relationships  will 
change  after  tax  reform,  but  tax- 
frees  will  still  be  a  bargain.  States 
will  be  redesigning  their  own  reve- 
nue structures  to  adjust  to  what  is 
in  the  congressional  reform  bill. 
Many  deductions  now  permitted  in 
federal  returns,  such  as  allowance 
for  sales  taxes,  will  be  eliminated. 
States,  then,  will  find  that  revenues 
from  income  taxes  are  larger  than 
projected.  That  is  because  income 
taxes  of  many  states.  New  York  m- 
cluded,  are  based  on  the  returns  we 
file  with  the  IRS. 

It's  a  pretty  good  bet  that  state 
politicians  will  use  the  extra  reve- 


nues to  cut  sales  taxes — meaning 
that  the  state  income  tax  burden 
won't  drop  and  that,  therefore.  New 
York  State  bonds  will  still  be  a  good 
bet  for  New  Yorkers,  Massachusetts 
bonds  for  Bay  Staters  and  California 
bonds  for  Calif omians. 

High-quality,  long-term  New 
York  tax-frees  carry  yields  that  are 
about  40  basis  points — 0.40% — 
lower  than  returns  on  similar  matu- 
rity bonds  from  most  other  states. 
Under  present  tax  laws.  New  York- 
ers lose  about  50  basis  points  on 
out-of-state  bonds.  So  local  tax-ex- 
empts are  a  buy.  If  the  tax  bill  cuts 
the  top  federal  rate  to  30%,  the  val- 
ue of  the  state  tax  deduction  will  be 
less  and  the  effective  tax  penalty  on 
out-of-state  issues  would  rise  to 
about  85  basis  points.  That  is,  local 
tax-exempts  retain  a  considerable 
advantage  for  New  Yorkers.  Al- 
though the  numbers  are  slightly  dif- 
ferent, similar  reasoning  applies  in 
other  high-tax  states. 

Friedlander  likes  New  York  Pow- 
er Authority  7y8S  of  2018,  which  are 
rated  A-I/AA.  These  are  callable  af- 
ter 1996  and  are  selling  to  yield 
7.32%  to  maturity.  Another  issue 
he  finds  interesting  is  the  Munici- 
pal Assistance  Corp.  7y8S  of  2008. 
The  A/A-rated  issue  is  selling  to 
yield  7.5%  to  maturity. 

For  the  California  investor, 
Southem  California  Public  Power 
Authority  7%s  of  2018,  rated  A-l/A- 
plus,  are  selling  to  yield  7.93%. 
Florida's  Jacksonville  Electric  Au- 
thority, rated  A-l/AA  and  due  1995, 
are  trading  to  yield  only  7.87%.  The 
California  issue,  in  other  words, 
pays  more  than  the  Jacksonville 
even  though  California  investors 
will  save  substantial  local  taxes 
while  Floridians  have  no  income 
tax  to  worry  about.  Also  in  Califor- 
nia, East  Bay  Municipal  Utility  Dis- 
trict 7y2S  of  2012,  rated  very  highly 
at  Aa/AA,  trade  to  yield  7.58%. 

Other  double-A,  tax-free  public 
utility  bonds  of  general  market 
name,  with  no  benefit  of  demand 
from  local  taxpayers,  have  yields  in 
the  7.8%  range.  Friedlander  cites 
Arizona's  Salt  River  Project  7s  of 
2017,  with  a  yield  of  7.7%.  All  of 
these  yields  are  for  institutional 
blocks  and  would  be  somewhat 
lower  for  individual  investors. 

Right  now,  tax  exempts  are  under 
a  cloud  because  people  think  tax 
reform  will  hurt  them.  When  inves- 
tors see  the  light,  the  expanded  de- 
mand for  municipals  will  be  a  mar- 
ket plus.  ■ 
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The  Contrarian 


MONEY  &  INVESTMENTS 


Give  to  The  Fresh  Air 
Fund.  The  Fresh  Air  Fund 
brings  city  children  to  the 
country  each  summer  for  a 
fresh  perspecti\  e  on  the 
world  and  themselves. 

"Rvo  weeks  of  country  life 
costs  only  S124.  So  help  give 
more  city  children  a  breath  of 
fresh  air  with  your  tax  deducti- 
ble contribution  to  the  Fresh 
Air  Fund.  70  West  40  Street. 
New  York.  N.Y.  10018.  Fresh  Air 
Fun.  It  lasts  a  lifetime. 

THE  FRESH  AIR  FUND 

70  West  40ih  Si  reel 
Neu-  York.  .\.V.  10018  (2121  221-0900 


□ 
□ 


rd  like  to  help  give  a  citv  child  two 
weeks  in  the  country.  Enclosed  is 
my  lax  deductible  contribution 
I  d  like  more  information  on  be- 
coming a  Friendly  Town  Host. 


.Name  

.■\d  dress- 

City  

State  


-Zip_ 


"A  Fine  Bolonce  of  Northern  and  Southern  Itolian 
Spec'olfies    .    Polished  ond  Sophisticated." 

NY  Times 
b  °nvale  Room  For  Parties 

b.         65  East  54th  St.,  NYC 'Tel  751-1555 


Want  to  out-arb  the  arbs?  Here's  a  strate- 
g})  that  proves  ifs  not  all  that  difficult. 

THE  "TRIPLE- 
WITCHING  HOUR" 


By  David  Dreman 


Even  Steven  Spielberg  hasn't  gone 
this  far.  Forget  Halloii  een  or  Polter- 
geist II.  Nothing  has  terrified  more 
milhons  v/ith  a  focus  on  Wall  Street 
lately  than  the  "triple-witching 
hour."  Amateur  and  professional  in- 
vestors alike  quake  at  the  phrase. 

For  those  not  familiar  with  it,  the 
name  was  bestowed  on  the  third 
Friday  of  every  March,  lune,  Sep- 
tember and  December.  This  is  when 
arbitragers  in  financial  futures  and 
options  must  "unwind"  their  huge 
positions,  which  are  hedged  against 
stocks.  The  unwinding  results  in 
massive  buying  or  selling — nobody 
knows  which  beforehand.  This 
causes  markets  in  the  final  minutes 
of  these  bewitched  Fridays  to  swing 
wildly,  up  or  down. 

The  Securities  &  Exchange  Com- 
mission, always  guarding  against 
the  unknown,  has  commenced  hear- 
ings on  the  malefaction. 

My  advice  to  investors:  Don't  be 
spooked.  Here  is  your  opportunity  to 
outspook  the  spooks  or,  in  the  par- 
lance of  The  Street,  "out-arb 
the  arbs." 

First  understand  the  game.  Arbi- 
tragers hope  to  make  small  gains 

Daiid  Dreman  w  ryianaging  director  of 
Drenian  &  Embry.  Imestment  Counsel,  Netc 
York,  and  author  of  The  New  Contrarian 
Investment  Strateg\-. 


selling  index  futures  or  options  on 
index  futures  and  buying  stocks  to 
hedge  the  transaction,  as  the  future 
or  option  is  usually  at  a  premium  to 
the  price  of  the  stocks.  (If  the  futures 
were  at  a  discount,  they  would  be 
bought  and  the  stocks  sold.) 

Though  gains  in  each  transaction 
may  be  small,  several  dozen  a  year 
can  lead  to  a  handsome  retum  on 
capital.  But  because  the  futures  and 
options  contracts  have  a  set  expira- 
tion date — the  third  Friday  of  every 
third  month — they  must  be  bought 
back  by  that  date,  and  at  the  same 
time  the  stocks  that  were  previously 
bought  as  a  hedge  must  be  sold. 

And  here  comes  the  fun.  Many 
arbs  refuse  to  unwind  their  positions 
literally  until  the  final  minutes  be- 
fore expiration,  hoping  to  squeeze 
every  last  penny  out  of  the  transac- 
tion. Large  amounts  of  stock  are  put 
up  for  sale  at  almost  any  price  at  the 
final  bell,  causing  the  distortions 
discussed. 

This  witching  hour  spells  oppor- 
tunity. A  number  of  market  future 
indexes  are  used  for  the  purpose  of 
hedging.  The  three  most  common 
are  the  Major  Market  Index  (20 
stocks),  the  SSlP's  100  (options  only) 
and  the  S&P's  500.  These  indexes 
provide  a  high  correlation  to  major 
market  moves,  using  a  relatively 
small  number  of  giant  capitalization 
stocks,  such  as  IBM,  General  Mo- 
tors; Du  Pont,  General  Electric,  and 
the  like. 

Here  is  the  plan  I  use.  As  I  said 
before,  no  one  knows  beforehand 
which  way  the  market  will  go  when 
the  arbs  unwind,  but  you  do  know 
which  stocks  the  arbs  play  heavily — 
the  Major  Market  Index,  the  S&.P's 
100  and,  to  a  lesser  extent,  the  S&.P's 
500  (using  50  or  so  of  the  larger 
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capitalizations  in  the  latter).  Lists  of 
the  stocks  in  the  Major  Market  In- 
dex and  the  largest  caps  in  the  S«S.P's 
can  be  obtained  easily  from  any  good 
brokerage  house. 

What  you  can  do  then  is  place 
i  orders  for  the  stocks  you  would  like 
to  buy  from  these  lists,  putting  them 
in  well  below  the  market.  For  exam- 
ple, if  you  think,  as  I  do,  that  GM  or 
IBM  is  cheap  now,  put  your  order  in 
a  day  or  two  before  the  triple-witch- 
ing hour,  2  or  3  points  below  the 
market.  If  these  stocks  drop  sharply, 
you  get  a  bargain. 

Similarly,  if  you  own  any  stocks 
in  the  S&P's  100  or  the  Major  Mar- 
ket Index  that  you  want  to  sell,  place 
your  orders  a  few  days  earlier  2  or  3 
points  above  the  market. 

Our  experience  using  this  strategy 
is  that  when  the  index  stocks  pick 
up  a  full  head  of  steam  either  way, 
many  other  stocks  follow.  So  it 
doesn't  hurt  to  have  orders  placed  in 
the  same  way  for  stocks  outside  the 
major  indexes  that  you  wish  to  buy 
or  sell.  Every  once  in  a  while  you 
will  get  lucky,  as  we  have.  The  best 
aspect  of  this  strategy  is  that  it  is 
nskless — you  place  orders  only  on 
stocks  you  were  going  to  buy  or  sell 
anyway,  and  at  a  better  price. 

Markets  always  provide  opportu- 
nity if  you  can  keep  your  cool. 
Here's  yet  another  high-fear  situa- 
tion that  provides  a  good  shot  at 
making  some  reasonable  bucks. 

And  here  are  three  stocks  in  the 
Major  Market  Index  to  buy  at  the 
next  witching  hour. 

IBM  (136)  is  trading  at  a  below- 
market  price/eamings  ratio,  and  its 
lowest  price/eamings  ratio,  relative 
to  the  market,  in  about  50  years. 
Earnings  should  be  flat  to  slightly 
down  this  year,  with  a  10%  to  15% 
rise  in  1 98 7  as  the  economy  picks  up 
steam.  The  stock  has  a  P/E  of  13  and 
yields  3.2%. 

GWs  (74)  earnings  are  not  likely  to 
fall  more  than  10%  from  their  1984 
peak.  Major  slashes  in  overhead  in 
the  past  five  years,  joint  ventures 
and  rising  consumer  preference  for 
large  cars  as  gasoline  prices  fall, 
should  result  in  good  eamings  in- 
creases ahead.  GM  has  a  P/E  of  6  and 
yields  6.8%. 

Mobil's  (29)  current  price  more 
than  discounts  a  drop  in  eamings,  to 
about  $2.50  a  share  this  year.  Rising 
oil  prices  a  year  or  two  out  should 
result  in  a  good  price  recovery.  The 
stock  trades  at  a  P/E  of  10  and  pro- 
vides a  high  7.5%  yield.  ■ 
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VAN  KAMPEN  MERRTIT 
TAX  FREE  HIGH 
INCOME  FUND  INC. 


KEY  ADVANTAGES: 

Daily  dividends  free  of  federal 
tax* 

Monthly  distributions  paid  in 
cash  or  reinvested  at  no  charge. 

Easy,  daily  access  to  your  capital. 

Affordable  investment 
minimum. 

Managed  by  a  major  firm  of 
municipal  bond  analysts. 


EARN  A  TAX-EXEMPT 
YIELD  OF 

8.18^1636* 

TAX  FREE  TAXABLE 


//  you  're  in  the  50%  bracket, 
that  means  you  would  have 
to  earn  16.36%  on  a  taxable 
investment  to  equal  this 
tax-exempt  yield. 


Both  the  current  return  and  the 
net  asset  value  will  fluctuate  as 
market  conditions  change.  $15.65 
and  $14.29  were  the  net  asset 
values  on  6/13/86  and  6/28/85. 

Call  1-800-DIAL-VKM  Ext.  3003. 
(Georgia  residents  call  1-800- 
633-2252.)  We'll  rush  a  prospectus 
which  includes  information 
about  charges  and  expenses. 
Read  it  carefully  before  you 
invest  or  send  money.  Call 
today,  day  or  night. 


'Current  yield  Is  determined  by  annualizing  the  monthly  dlstrlt)utlons  paid  per  share  for  the  1  month 
ending  June  13,  1986  and  dividing  the  result  by  the  average  maximum  public  offering  price  for  the 
same  period.  A  portion  of  the  Income  may  be  subject  to  state  and  local  taxes.  Tax  rates  may  be  subject  to 
tax  law  changes. 


Don't  get 
trapped  by 
lower 


If  you've  been  tempted  to  nibble 
at  the  new  CDs  that  banks  are 
offering,  take  a  closer  look  at  the 
bait:  lower  interest  rates 
than  you've  seen  in  years. 
So  before  you're  lured  into 
a  bank  CD,  consider  an 
investment  in  Twentieth  Century  U.S.  Govern- 
ments— a  mutual  fund  for  people  who  want  both 

^^.^^   high  current  income*  and  the  kind  of  safet\'  that 

^  ^  M  ^  -  —         comes  from  investing  only  in  secu- 

B  jl  W  "W^^  J  |^~^^  rities  of  the  U.S.  government  and 
^^^^^  *  its  agencies.  Don't  get  trapped  by  a 

low-yield  CD.  Make  your  escape  now,  with  U.S.  Governments. 
Want  to  know  more?  For  complete  information  about  U.S.  Governments 
and  our  six  othei'  funds,  zvrite  or  call  for  a  free  prospectus.  Please  read  the 
prospectus  carefully  before  investing. 

No-Load,  No-Minimum  Mutual  Funds 

Please  send  a  free  prospectus  to: 

Name  


Address  . 
Ciiy  


Siaie  Zip 


FBS8608n  P.O.  Box  200,  Kansas  City,  MO  64141  (816)  531-5575 

*Share  price  and  yield  fluctuate  and  are  not  guaranteed.  Past  results  do  not  predict 
future  performance. 
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Forbes  offers  consumer 
advertisers  free  direct  mail 
merchandising  to  the  most 
affluent  subscribers  in 
America. 

Forbes  gives  yc^u  more  for 
your  advertising  dollars  than  any 
other  business  magazine.  All 
consumer  advertisers  running  at 
least  a  single  page  of  advertis- 
ing in  Forbes  during  1986  quali- 
fy for  a  free  insertion  in  either 
Forbes  Respond  or  the  1986 
Package  of  Gift  Ideas  for  Exec- 
utives. Run  two  or  more  pages 
and  you  can  appear  in  both — 
at  no  cost! 

Forbes  Respond  is  a  6^/2  x  1 1- 

inch  brochure  which  contains 
self-addressed  reply  cards, 
one  for  each  advertiser — featur- 
ing their  consumer  products 
or  services.  Respond  will  be 
mailed  in  October  to  120,000 
top  income  Forbes  subscribers. 
Closing  Date:  August  29, 1986. 
The  1986  Package  of  Gift 
Ideas  for  Executives  is  also 
mailed  in  October.  It's  an  in- 
novative way  to  advertise  your 
product  to  the  nation's  top  ex- 
ecutives The  Forbes  Package  of 
Gift  Ideas  for  Executives  is  a 
full  size,  four-color  booklet  pre- 
sented on  high  quality  stock. 
Closing  Date:  September  2, 1986 
For  more  information  contact 
your  local  Forbes  representati\  e 
or  call  George  C.  Clissold, 
Consumer  Advertising 
Manager,  at  (212)  620-2231. 

Forbes 
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MONEY  &  INVESTMENTS 


By  SruUy  Blotnick 


1! 


If  you  have  losers  in  your  portfolio,  per- 
haps the  best  thing  to  do  is  dump  them 
and  invest  the  moneys  in  sounder  firms. 

WHAT  TO  DO 
WITH  LOSSES 


begins  to  set  in.  If  1 1  or  more  weeks 
go  by  and  they  are  still  sittmg  with  a 
loss,  they  generally  regret  the  pur- 
chase. Will  they  sell?  Not  yet.  "Not 
until  I'm  even,"  is  the  typical  reply. 

That  was  how  Bob  G.,  a  41 -year- 
old  manager  at  a  broadcasting  com- 
pany, felt  about  the  fivc-month-old 
$39,000  paper  loss  he  had  on  a 
$185,000  investment  in  a  group  of 
computer  stocks  (half  of  that 
amount  went  into  Wang  Labs).  He 
no  longer  expected  to  make  a  kill- 
ing, but  he  still  wanted  to  get  out 
whole.  "I'm  not  selling  until  I've 
gotten  my  money  back,"  Bob  said. 

What  are  the  chances  that  he  will 
recoup  his  losses?  Poorer  than  one 
might  imagine.  Most  investors  who 
adopt  this  attitude  rarely  get  out 
whole.  Even  if  the  stock  goes  back 
to  where  they  bought  it,  they  usual- 
ly don't  cash  in.  Why  not?  Isn't  that 
what  they  promised  themselves  ("I 
just  want  to  get  even  and  get  out")? 
What  happens  instead  is  that  the 
recovery  simply  revives  their  hopes. 
More  precisely,  for  every  investor 
who  has  a  loss  that  he  has  been 
sitting  with  for  1 1  weeks  or  more 
who  simply  wants  to  recoup  his 
losses  and  does  so  the  first  moment 
he  can,  there  are  six  others  in  the 
same  boat  who,  instead  of  selling, 
start  looking  again  for  the  profit 
they  originally  expected  to  make.  In 
short,  for  six  out  of  seven  investors, 
hope,  springs  eternal — once  they 
reach  the  break-even  point. 

Is  that  bad?  It  sure  is,  at  least  as 
judged  by  what  happened  to  these 
investors'  portfolios.  The  evidence 
indicates  that  most  would  have 
done  better  to  sell  when  they  had 
the  chance,  because  the  stocks  on 
which  they  initially  had  losses  were 
significantly  more  likely  to  be  the 


Those  abrupt  drops  in  July  served  to 
remind  us  that  markets  go  down  as 
well  as  up.  So  let's  talk,  psychologi- 
cally and  statistically,  about  losses. 
The  large  majority  of  investors  1 
have  studied  react  to  a  loss  by  going 
numb.  Regardless  of  what  the  ticker 
tape  tells  them,  they  find  it  hard  to 
believe  that  some  of  their  money  is 
now  gone.  The  result:  The  same  op- 
timism that  made  them  buy  the 
stock  in  the  first  place  asserts  itself 
again  and,  this  time,  tells  them  to  do 
nothing.  'Torget  it  for  the  moment," 
an  inner  voice  whispers.  "After  a 
while  the  stock  will  snap  back." 

It  sometimes  does,  but  the  ques- 
tion is,  how  long  will  it  take?  I 
found  that  for  about  five  weeks 
most  investors  remain  optimistic, 
even  if  the  stock  stays  down.  If  it 
bounces  back  within  this  period, 
they  remain  confident  that  the  prof- 
it they  once  hoped  to  reap  will  still 
one  day  be  theirs — even  if  they  now 
believe  it  will  take  a  little  longer 
than  they  had  originally  anticipated 
for  the  stock  to  start  climbing. 

After  5  weeks,  however,  if  the 
stock  stays  down,  disillusionment 

Dr.  Smlly  B/olnick  is  a  research  psycbolugist 
and  author  of  Othenvise  Engaged:  Tlie 
Private  Live.s  of  Successful  Career  Women, 
now  arailahle  in  paperback,  and  The  Cor- 
porate Steeplechase. 
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stocks  on  which  they  again  were 
losing  money  six  months  later. 

How  come?  They  had  bought 
these  "dogs,"  as  they  would  later 
label  them,  at  the  top.  When  one  of 
them  staged  a  recovery — and  got  its 
owners'  hopes  up  in  the  process — it 
was  doing  little  more  than  getting 
ready  to  bang  its  head  against  the 
ceiling  before  repeating  its  fall. 

Over  the  years  I  have  found  that 
the  investor  who  turns  into  a  pillar 
of  salt  when  confronted  by  a  paper 
loss  tends  to  compound  this  error: 
He  subsequently  sells  any  stocks  he 
owns  on  which  he  has  gains. 

This  is  a  destructive  strategy,  for 
the  stocks  that  are  sold  usually  con- 
tinue their  rise,  so  the  investor 
reaps  only  part  of  their  total  gain. 
Unfortunately,  the  same  thing  ap- 
plies to  the  stocks  on  which  he  has 
losses.  They  continue  what,  in  this 
case,  is  their  losing  ways.  The  inves- 
tor typically  pockets  only  a  portion 
of  his  winning  picks  but  suffers  the 
full  brunt  of  his  worst  choices. 

Some  worthwhile  recommenda- 
tions follow  from  these  findings.  If 
you  really  want  to  improve  your 
performance,  don't  sell  the  winners 
and  hang  on  to  the  losers.  The  ad- 
vice is  so  basic,  you  wouldn't  think 
it  needed  saying.  Yet,  during  the 
past  two  years  investors  have  ig- 
nored it  more  than  ever,  figuring 
that  the  market's  rise  will  be  sus- 
tained enough  to  push  every  issue 
up.  It  never  is.  There  are  always 
hundreds  of  laggards,  and  if  the  mar- 
ket heads  south,  these  stocks  could 
lose  a  significant  percentage,  even 
of  their  already  depressed  prices. 

If  you  believe  the  market  has 
peaked,  taking  your  profits  and  run- 
ning makes  sense  only  if  you  take 
your  losses,  too.  To  repeat:  During 
this  historic  rally  a  record  number 
of  investors  "got  out"  of  the  market 
by  selling  just  their  winning  stocks. 
As  they  will  soon  discover,  if  they 
haven't  already,  the  profits  they 
made  (now  in  a  money  fund  or  CD) 
may  not  offset  the  losses  they  rack 
up  on  their  declining  stocks. 

Taking  a  loss  or  two  closer  to  the 
time  you  take  a  few  major  gains, 
and  moving  some  of  the  money  into 
sounder  companies  with  depressed 
stock  prices,  improves  the  odds  that 
you  will  do  well  in  the  long  term. 
As  things  now  stand,  the  approach 
most  investors  are  using  merely 
helps  to  guarantee  that  they  will 
eventually  experience  a  true  invest- 
ment nightmare:  a  combination  of 
small  gains  and  large  losses.  ■ 
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Are  you  interested  in  making  a  killing  in  Wall  Street?  But  you're 
afraid  they'll  convict  you  if  you  shoot  your  broker?  Then  consider  a 
humorous  alternative.  A  $3  investment  will  bring  some  joy  and  laughter 
to  help  vent  the  thousands  of  dollars  spent  to  create  anguish  and 
frustration.  For  your  copy  of  this  year's  paper,  act  today,  as  The  Bawl 
Street  Journal  is  printed  in  limited  edition.  No  papers  will  be  available 
after  the  initial  printing  is  sold  out  or  after  July  31,  1986,  whichever 
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Commodities 


MONEY  &  INVESTMENTS 


By  Stanley  W.  Angrist 


Traders  who  have  tried  to  profit  from  the 
notion  that  the  Value  Line  futures  con- 
tract widens  over  the  S&P's  in  a  hull 
market  have  had  to  lick  their  wounds. 

INDEX  ANTICS 


have  to  move  in  the  same  direction. 
In  the  1982-83  rally,  individuals 
bought  the  less  well  capitalized  is- 
sues, sending  the  Value  Line  futures 
contract  in  July  1983  to  a  39-point 
premium  over  the  S&.P's — the  wid- 
est ever.  Therefore,  spreaders  have 
been  more  than  a  little  shocked  to 
see  the  Value  Line  premium  steadi- 
ly shrink  since  the  current  rally  be- 
gan in  early  1985. 

What  makes  this  upturn  so  differ- 
ent from  the  1982-83  version?  Isn't 
it  a  continuation  of  the  same  giant 
bull  move  that  started  in  the  sum- 
mer of  1982?  In  a  word,  no.  The 
1985-86  rally  has  been  largely  fu- 
eled by  institutional  buyers,  while 
individual  traders  either  sit  it  out 
or,  more  than  likely,  turn  their  equi- 
ty money  over  to  mutual  funds.  And 


The  most  popular  stock  index  fu- 
tures contract  trading  today  is  the 
S&.P's  500,  which  contains  mostly 
blue-chip  stocks,  94%  of  which  are 
listed  on  the  NYSE.  A  more  compre- 
hensive view  of  the  market  is  given 
by  the  Value  Line  index,  which  con- 
tains nearly  1,700  issues — 80%  are 
traded  on  the  NYSE,  14%  over-the- 
counter  and  6%  on  the  Amex. 

The  two  indexes  are  computed  in 
quite  different  ways,  which  causes 
them  to  respond  differently  to  a  giv- 
en price  change  of  an  individual 
stock.  The  S&P's  500  is  capitaliza- 
tion-weighted, which  means  that 
the  current  price  of  each  stock  is 
multiplied  by  the  number  of  shares 
outstanding  of  that  stock.  Thus, 
stocks  with  higher  prices  and/or 
larger  numbers  of  shares  outstand- 
ing have  a  proportionately  greater 
influence  in  the  value  of  the  index. 
In  the  Value  Line,  each  issue  is 
equally  weighted  so  that  large-capi- 
talization blue-chip  stocks  receive 
no  more  weight  than  the  smallest 
over-the-counter  issue  in  the  index. 

A  few  issues  can  cause  wide 
swings  in  the  value  of  the  SScP's, 
but  to  produce  that  effect  in  the 
Value  Line  a  large  number  of  issues 

Stanley  W.  Angrist  is  a  commodity  specu- 
lator, consultant  and  longtime  observer  of 
the  commodity  markets. 


the  biggies  clearly  go  for  the  high- 
cap  stocks.  Individuals  may  also 
have  been  frightened  out  of  direct 
participation  in  the  stock  market  by 
the  wide  daily  swings  in  such  indi- 
cators as  the  Dow.  So  in  late  May 
the  Value  Line  index,  after  steadily 
losing  ground  all  year,  dropped  to  a 
discount  to  the  S&P's. 

There  is  evidence  that  this  trend 
may  be  ending.  First,  cyclical  stocks 
may  soon  look  more  attractive  than 
the  more  interest-sensitive  issues 
typically  found  in  the  blue  chips. 
Second,  there  has  been  a  decline  in 
the  sales  of  mutual  funds,  even  as 
the  rally  continues.  This  could  indi- 
cate that  individual  investors  may 
be  returning  to  the  market.  Third,  if 
the  equities  market  starts  a  sub- 
stantial correction,  the  S&P's  may 
give  up  more  than  the  Value  Line,  as 
institutions  run  for  cover. 

So  1  would  consider  doing  a  long 
Value  Line/short  S&.P's  spread, 
with  the  S&.P's  at  no  less  than  a 
500-point  premium,  basis  the  Sep- 
tember contracts.  The  margin  on 
this  spread  is  $1,250.  Risk  no  more 
than  the  margin  amount  (250 
points),  and  look  for  a  profit  of  at 
least  600  points  ($3,000  per  spread). 

This  is  not  a  low-risk  trade,  and  it 
must  be  continually  watched.  How- 
ever, some  brokers  will  take  a 
"show  stop,"  which  means  that  if 
the  stop  price  is  showing  on  the 
price  boards,  they  will  get  you  out  of 
your  position  with  a  market  order. 
Such  a  strategy  could  save  you  a  lot 
of  grief,  as  well  as  money.  ■ 


Profiting  from  the  past? 


Spread  traders  must  rely  on  history  to  guide  them,  but  often  face  spreads 
that  do  not  conform.  The  current  Value  Line/S&P's  futures  spread  is  a 
case  in  point.  In  the  1982-83  bull  market  the  Value  Line  widened  its 
premium  over  the  S&P's.  In  the  1985-86  equity  rally,  just  the  opposite 
happened.  If  there  is  a  substantial  correction  in  the  current  market,  and 
the  historical  relationship  between  the  two  contracts  is  followed,  spread- 
ers can  profit  by  going  long  the  Value  Line/short  the  S&P's. 


Futures  Index  Value 
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Forbes  Market/ 


REAL  ESTATE 

REAL  ESTATE 

BUSINESS  OPPORTUNITIES 

BUSINESS  OPPORTUNITIES 

UNICORN  CAY 

Eleuthera,  Bahamas 

•15  acres  with  gardens,  lawns  and 
,675'  of  sandy  beach  with  excellent 

levelopment  potential,  subject  to  gov- 
ernment approval.  4-wing  Bahamian 

Tolonial  encircles  a  2,500  sq.  ft. 

;arden  courtyard  accessible  from 
jrvery  room.  Glass-enclosed  patios; 
;)ool;  tennis  court;  3  cottages;  beach 
I  louse. 

!i3,000,000.        Brochure  #FB9-55 

SOTHEBY'S 
INTERNATIONAL 
REALTY 

155  Worth  Avenue,  Palm  Beach, 
FL  33480.  305/659-3555 

Exclusive  Local  Affiliate  Broker 

BELMONT 
REAL  ESTATE  LTD. 

P.O.  Box  9,  Pine  and  Haynes 
Avenues,  Governors  Harbour, 

Eleuthera,  Bahamas. 
809/332-2301  or  809/332-2227 


GRAND  RIVER  RANCH-) 

82,500  total  acres  of  which  28,270  are 
ieeded  with  the  balance  in  State,  BLM 
ind  Forest  leases,  mountain  ranch 
stretching  from  the  Colorado  River  to 
the  Continental  Divide  2  hours  west  of 
Denver,  CO,  approximately  5,000 
acres  irrigated  with  abundant  water  and 
reservoir  rights  including  388  cubic 
feet  per  second  ditch  flow  rights  and 
6,900  acre  foot  reservoir  storage 
rights,  all  mineral  rights  included, 
5  sets  of  ranch  improvements  all  in 
excellent  condition,  in  the  heart  of  all 

rtypes  of  Colorado  recreation,  can  be 
split  into  smaller  units  from  200  cow 

I  units  on  up  with  each  unit  having  a  set 
of  improvements.  ONE  OF  THE 

1  BEST,  MUST  SEE  TO  APPRECI- 
ATE! For  more  information  on  this 
ranch  and  many  other  farms  and 
ranches  from  $200,000.00  up  to  sev- 
eral million,  please  contact: 

ORR  LAND  COMPANY 

420  E.  58th  Avenue,  Suite  155 
Denver,  CO  80216 
303-295-1313 

Member  Refer  America 


)DY  MOUNTAIN  RETREAT  WITH 
ICraTECT-DESIGNED  RESIDENCE. 

er  1100  deeded  acres  in  a  contiguous 
)ck  untouched  by  public  roads  and  adja- 
it  to  the  National  Forest.  Totally  private 
J  secluded  yet  only  30  minutes  from 
idy  The  ranch  is  located  in  its  own  basin 
J  leatures  a  crashing  mountain  stream 
]s  spring-fed  ponds  and  panoramic  views 
surrounding  mountain  ranges.  The  main 
use  was  designed  to  fit  the  landscape  and 
.e  advantage  of  the  incredible  views.  The 
lest  materials  and  craftsmen  were  used 
(lughout— other  attractive,  older  log 
ildings  as  well  as  caretaker's  house  in- 
ided.  Offered  for  sale  by  estate.  Contact 
ill  and  Hall,  Inc.,  P.O.  Box  1924, 
Ninas,  MX  59103,  (406)  252-2155. 


FOR  INFORMATION  ON 
ORBES  MARKET/CLASSIFIED 
WRITE  OR  CALL: 
UNDA  LOREN 
FORBES  MARKET/CLASSIFIED 
60  Fifth  Avenue/New  York,  NY  10011 
(212)  620-2440 


GOAT  CHEESE  FARM 

Nationally  acclaimed  &  profitable — 
will  train  buyer.  Experienced  staff 
available.  Excellent  tax  shelter  77 
acres  NY  finger  lakes  wine  country. 
Elegant  modernized  1800's  house, 
sauna,  pond,  orchid,  woods,  real  rid- 
ing trails.  $240,000. 
Forbes  Box  #302,  60  Fifth  Avenue 
New  York,  NY  10011 


DONATE  REAL  ESTATE 

of  any  kind  as  a  tax  deduction  to  a  nat'i 
non  profit  educational  group.  We  are  an 
ethical  IRS  501-C-3  professional  society 
without  any  disallowance  in  our  16  yr 
history, 

AMERICAN  SOCIETY  FOR 
ENVIRONMENTAL  EDUCATION 
call  collect  East:  603-643-3536 
West:  714-496-3238 


FAMILY  SWIM  &  TENNIS  CLUB 
FOR  SALE. 

Banquet  facility  for  900  with  smaller 
facility  for  225.  3  pools,  8  courts, 
picnic  area.  35  +  acres  for  future 
development. 

COLDWELL  BANKER- 
BOB  YOST,  INC. 
PO.  Box  2384,  York,  PA  17405 
 (717)  848-3800.  


Own  Spectacular  Land, 
40  acres  in  the  Colorado 
Rockies.  $30,000  and  up,  1% 
down,  9%  financing.  Write: 

Forbes  Wagon  Creek  Ranch 

Box  303,  Fort  Garland,  CO  81133 
(303)  379-3263 


BUSINESS  SERVICES 


USE  OUR  TOLL  FREE  800  LINES 
FOR  YOUR  NEXT  PROMOTION! 

Get  the  800  advantage  to  increase  prof- 
itability. Save  time  &  money.  We'll 
take  orders,  leads,  &  messages.  24 
hours  a  day.  All  50  States  &  Canada. 
Professional  &  Economical  Service. 
AMERICAN  ADVANTAGE  800. 
1-800-628-2828  ext.  100 


MISCELLANEOUS  FOR  SALE 

INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

Free  wholesale  catalog  Satisfaction  Gtd 
for  18  yrs!  Member;  Jewelers  Board  of 
Trade,  Chamber  Commerce,  American 
Gem  Trade  Assn. 

HOUSE  OF  ONYX 
No.  One  Main  Street 
Greenville,  Kentucky  42345 
TOLL  FREE  1-800-626-8352 


BUSINESS  OPPORTUNITIES 


$  OVER  $500,000,000  $ 

WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Save  Thousands  of  Dollars  -  No  Brokerage  Fees 
NATIONWIDE  j^mmS^. 
To  Lilt  or  Buy  g 


10  usi  or  Duy  a         •  a 

Call  usToll  Free  1-800-233-2115 


In  Tex  1-214-980-4865 

MANY  OFFER  OWNER  FINANCING 
GREAT  WESTERN  BUSINESS  SERVICES.  INC. 


Luxurious  Contemporary  Custom  Homes 
that  retail  for  $17.00  Per  Sq.  Ft. 


Modern  technology,  excellent  craftsmanship,  and  American  ingenuity  has  resulted  in  a 
housing  design  with  standard  features  not  found  in  homes  selling  at  twice  the  price. 

•  Fully  Insulated  •  Thermo  Pane  Windows  •  Cathedral  Ceilings  •  Exterior  Decks 

•  Quality  Construction  •  FHA  and  VA  Accepted  •  Built-in  Computer  Center— which 
allows  the  home  to  perform  many  functions  for  the  occupants.  •  Interior  Design  Flexibility 

EAGLE'S  NEST  HOMES  is  seeking  one  district  representative  to  establish  retail  sales. 
•  Unlimited  Income  Potential  •  Protected  Territory  •  Factory  Training  • 
•  No  Real  Estate  License  Required  •  Investment  Securied  by  Model  Home  • 
Individual  selected  must  have  the  ability  to  purchase  or  mortgage  a  $21,000  model 
home.  Home  may  be  lived  in  or  used  as  an  office.  Call  Mr.  Farb 
collect  (404)  255-0728,  6363  Roswell  Rd.,  Suite  B,  Atlanta,  GA  30328 


BE  THE  BOSS 

Own  a  Sir  Speedy  Printing  Center  fran- 
chise. Over  600  others  have,  ask  them. 
Call  today  for  free  information. 

Spoody* 

ffrintinQ  Cantors 

23131  VERDUGO  DRIVE 
LAGUNA  HILLS,  CA  92653-1342 
CALL  1-800-854-3321 


EXECIITIVP  GIFTS 


ALL  NAME  BRANDS 

FAST-FRESH-CHEAP 


mmEm^  i^-ooo  businesses 

m-f^U  FROM  COAST . 

^QpH  to  COAST' 

No  Brokerage  Commission  ■ 
Inquiries  &  iistings  welcome  -■; 
BUSINESS  OWNERS 
MULTIPLE  LISTING  SER\/ICE  ] 
M*\    Toll  Free  800-327-9630  o  ■ 
V>/  in  Flo  call  800-533-4663 


YACHTS 


FASHION 


DONATE  YOUR  BOAT 

Receive  Cash  +  Tax  Savings 

With  a  bargain  sale  lo  a  chanty,  our  cash 
purchase  +  your  income  tax  savings  give 
you  a  substantial  financial  return. 
Airplanes.  Real  Estate  &  Motor  Vehicles. 

AMERICAN  INSTITUTE 
800-826-6840 
FL:  305-772-5773 


EXECUTIVE  MATERNITY 

Catalog  with  swatches  and  fit 
guide  53.  refundable  with  order. 

Visit  our  stores  in:  Atlanu,  BalUmore, 
Bostoa  Charlolle,  NC,  Chicago,  Cleveland, 
\     Costa  Mesa  CA.  Dallas,  Denver,  Harri*- 
1         burg,  PA  Hartford,  CT,  Haverford,  PA 
luston.  Los  Angeles,  Mesa,  AZ. 
leapolis.  New  Orleans,  New 
Kk,  Philadelphia.  Pitlsbursh, 
n  Diego.  San  FianclKO, 
Stamford,  CT,  Wathinglon 
D  C.  or  inquire  about 
opening  a  store.  Phone 
215-625-0151. 
P,0  Box  40121 
Dept.  WW77 
Phifa,.  PA.  19106 


EXECUTIVE  SERVICES 


COMPUTERS 


TANDY-EPSON 


Our  10th  year  of  DISCOUNTS 
COMPUTERS  &  CELLULAR  PHONES 

Fgt-  Prepaid.  Save  Tax 
Toll  Free  800-231-3«80 

iiii  nriFiRYfnflc  industriesinc 

22511  Katy  Fwy. 
Katy  (Houston)  TX  77450 
1-713-392-0747  Telex;  774132 


'  Neck  Ties  Narrowed  ^ 

Rediscover  some  old  friends 
We  II  narrow  your  closet 
classics  to  a  stylish  3  '/e"  |or 
state  widtdl  Great  Dirtri- 
day  or  Christmas  gift 
Send  S 1 3  50  for  each  set 
of  3  ties  to 
SUM  TIES  CO. 
44  Monterey  Blvd  Dept  O 
San  Francisco,  CA  94  1 3 1         |4IS|  585-6100 
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Streetwalker 


A  time  to  buy 
and  a  time  to  wait 

Bankrupt  LTV  Corp.  Is  it  another 
Penn  Central?  Or  another  Storage 
Technology?  Bankruptcies  where  in- 
vestors who  had  the  nerve  to  buy  the 
busted  bonds  made  a  lot  of  money? 
Streetwalker's  advice  on  LTV  bonds: 
Wait  before  you  leap. 

LTV's  assets  are  listed  as  $6.3  bil- 
lion, but  that  includes  some  steel 
plants  that  wouldn't  bring  20  cents  on 
the  dollar  in  a  distress  sale.  The  aero- 
space and  defense  subsidiary  would  be 
worth  a  good  premium  over  asset  val- 
ue, but  how  much?  On  the  other  side 
of  the  balance  sheet,  the  $4.2  billion 
of  total  debt  doesn't  include  an  esti- 
mated $1.5  billion  of  unfunded  pen- 
sion liabilities. 

For  interested  investors  there's  no 
shortage  of  LTV  paper  selling  at  big 
discounts.  Publicly  traded  first  mort- 
gage bonds,  some  under  the  names  of 
subsidiaries  like  Youngstown  Sheet  &. 
Tube  Co.,  are  promising  gambits. 
Youngstown's  Indiana  Harbor  Works, 
near  Chicago,  and  Jones  Laughlin's 
Cleveland  Works,  on  the  banks  of  the 
Cuyahoga,  represent  some  of  the  bet- 
ter collateral. 

Right  now  these  first  mortgage 
bonds  are  mostly  trading  between  40 
and  50.  But  be  careful. 

Let's  assume  the  steel  plants  turn 
out  to  have  substantial  value.  Take  a 
bond  now  at  40  that  you  buy  on  mar- 
gin, where  you  currently  must  pay, 
say,  10%.  Suppose  you  have  to  wait 
three  years  for  the  security  to  pay  off. 
(Three  years  is  about  the  most  opti- 
mistic workout  period  we  hear  men- 
tioned.) After  you've  added  30%,  or  12 
points,  to  your  cost,  you've  got  to  get 
52  just  to  break  even.  Even  if  the  bond 
pays  off  at  75  cents  on  the  dollar,  the 
payoff  isn't  that  great  in  terms  of  risk 
and  wait.  So  why  rush  in? 

Stand  back  and  do  your  home- 
work— or  ask  your  broker  to.  Get  an 
idea  what  the  various  assets  are  worth 
and  which  bonds  have  the  highest 
claims  on  assets.  What  happens  to  the 
successful  defense  subsidiary?  Is  it  it- 
self encumbered?  Who  picks  up  the 
pension  tab?  Will  steel  recover?  You 
may  end  up  paying  a  bit  more  than 
rock-bottom  prices,  but  at  least  you 
won't  be  buying  a  pig  in  a  poke. 

Remember:  With  Penn  Central, 
where  the  bankrupt  bonds  paid  off 
tremendously,  the  prices  didn't  really 
go  anywhere  until  years  after  Chapter 
11.  Even  in  the  more  recent  case  of 


Storage  Technology,  it  would  have 
paid  to  wait  for  the  dust  to  clear  a 
bit. — Thomas  Jaffe  and  Matthew  Schifrin 


Sunk  shipping? 

Dear  Streetwalker, 
Last  January  you  passed  on  a 
recommendation  from  Robert  Long  of 
First  Boston,  suggesting  the  purchase 
of  McLean  Industries  12%  due  in 
2003,  then  trading  at  80  and  produc- 
ing an  effective  yield  of  15%.  Lately, 
they  have  been  dropping. 

Arthur  Hopper 

Dear  Mr.  Hopper, 

On  June  18  McLean  said  it  would 
call  those  debentures — terms  to  be 
announced — by  the  end  of  the  month, 
with  July  15  interest  payment  sus- 
pended until  August.  But  only  12  days 
later  McLean  said  it  was  postponing 
both  the  exchange  offer  and  the  inter- 
est payment.  Since  then,  silence. 

The  bonds  have  foundered  on  this 
uncertainty,  down  from  84 'A  on  June 
2  to  a  low  of  57  on  July  21.  Most  of  the 
selling,  however,  has  been  by  panicky 
individuals;  90%  of  the  issue  belongs 
to  institutions,  and  most  are  holding 
fast.  McLean  began  the  second  quar- 
ter with  $219  million  in  cash,  and 
made  its  July  interest  payments 
on  time. 

So  far  the  big  money  is  hanging 
tough.  Neither  McLean  Industries  nor 
First  Boston's  Long  is  talking,  but 
Streetwalker  recommends  doing  what 
the  big  fellows  are  doing:  Holding 
on. — Lisa  Gubernick 


Yellow  light  ahead? 

Analyst  Donald  DeScenza  of  No- 
mura Securities  International  is 
driving  against  the  traffic  with  his  sell 
recommendation  on  Chrysler  Corp. 
Recently  the  stock  had  returned  to 
nearly  38,  regaining  the  ground  it  had 
lost  after  the  July  7  selloff.  Impressive 
recovery,  that. 

But  DeScenza  thinks  North  Ameri- 
can car  and  truck  demand  has  reached 
a  cyclical  peak,  with  only  12  more 
months  to  be  reasonably  expected  at 
these  levels.  He  says  that  without  ris- 
ing sales  it  will  be  hard  for  Chrysler  to 
generate  higher  earnings  from  auto- 
motive operations.  Another  problem 
is  that  the  competition  from  Asian 
imports  and  other  foreign-sponsored 
U.S. -made  cars  is  most  intense  at  the 


low  end  of  the  market,  where  Chrys- 

ler's  models  are  concentrated.  De-  j, 

Scenza  believes  profits  from  Chrys-  ;[ 

ler's  financial  subsidiary,  Gulfstream  \ 

Aerospace  and  other  nonauto  busi-  , 
nesses  won't  be  enough  to  cushion 

any  drop.  [, 

So  DeScenza  thinks  that  by  1988  ^ 

Chrysler's  earnings  could  be  off  near-  ^ 

ly  20%  from  last  year's  $9.38  a  share,  ,| 

and  at  worst  could  drop  as  low  as  j, 

$1.35.  He  thinks  that  the  shares  could  [ 

fall  as  much  as  50%  during  the  next  ^ 

year  to  year  and  a  half.  DeScenza's  , 

recommendation    could    be    quite  f 

wrong,  but  you  have  to  hand  it  to  him:  [ 

Turning  into  the  fast  lane  against  Lee  , 
lacocca  takes  courage. — T.J. 


Keep  on  tnickin' 

Mack  Trucks,  Inc.  has  been  parked 
all  over  the  lot  of  late.  In  1967  it 
was  acquired  by  Signal  Cos.  In  1979 
French  automaker  Renault  bought  in. 
In  1983  Signal  sold  40%  to  the  public, 
keeping  10% .  Last  year  Signal  merged 


A  Mack  truck 


Out  of  the  kennel? 


with  Allied  Corp.  In  June,  when  Al- 
lied spun  off  Henley  Group,  the  3.1 
million  Mack  shares  went  with  Hen- 
ley. Then  Henley  sold  out  to  institu- 
tions, which  currently  leaves  Renault 
with  42%  of  the  29.5  miUion  o-t-c 
shares.  Recent  price:  ll'/i. 

The  $1.85  billion  (estimated  1986 
sales)  company  has  also  seen  a  lot  of 
bad  road.  As  the  only  vertically  inte- 
grated manufacturer  of  Class  8  heavy- 
duty  trucks.  Mack  is  one  of  the  high- 
cost  producers  in  an  industry  where 
too  much  capacity  chases  too  little 
growth.  Worse,  the  market  has  been 
depressed  since  1985. 

So  Allentown,  Pa. -based  Mack  is 
cutting  costs  furiously.  (As  are  com- 
petitors Navistar,  Paccar,  Daimler- 
Benz'  Freightliner  and  General  Mo- 
tors.) In  pursuit  of  lower  costs.  Mack 
is  moving  away  from  its  traditional 
integration.  Dana  Corp.  now  makes 
its  axles.  Next  year  Mack  is  closing  its 
old  assembly  plant  in  Allentown  and 
opening  a  more  efficient  one  in 
Winnsboro,  S.C.  Although  it  still  pro- 
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duces  its  own  engines  and  transmis- 
sions in  Hagerstown,  Md.,  someday 
this  too  could  change.  Meanwhile, 
Mack  will  reduce  its  3,500-strong 
nonunion  work  force  by  at  least  10%. 

Analyst  Timothy  Drake  of  Cleve- 
land's McDonald  &  Co.  thinks  Mack 
can  cut  costs  by  as  much  as  $150 
million  a  year  by  1988.  Drake  thinks 
it  may  break  even  this  year  and  possi- 
bly earn  as  much  as  $1  a  share  in  1987. 
But  the  attraction  to  Drake  is  that  the 
cost-cutting  will  help  Mack  to  close 
to  $2  by  1988 — even  in  a  flat  market. 
Much  more  if  trucks  recover.  Could 
be  time  to  hitch  a  ride  for  investors 
with  patience. — T.J. 


Fine  tuning 

Last  month  Denver's  Tele-Commu- 
nications, Inc.,  the  largest  cable- 
TV-system   operator   in   the  U.S., 
agreed  to  acquire  United  Artists  Com- 
munications Inc.  and  its  750,000  ca- 
ble subscribers  and  some  movie  the- 
aters. The  controlling  shareholders 
got  themselves  a  nice  package  of  cash 
and  warrants,  but  the  betting  is  the 
outside  shareholders  will  just  get 
cash — about  $18.50  a  share.  That's 
about  the  price  at  which  we  men- 
tioned the  stock  and  a  good  deal  less 
than  the  $28  we  said  UACI  is  worth 
(Forbes,  June  30).   Some  analysts 
I  think  the  Naify  brothers,  who  ran 
I  UACI,  took  better  care  of  themselves 
\  than  of  their  smaller  shareholders. 
'     With  the  deal  done,  Tele-Commu- 
I  nications  itself  looks  like  an  interest- 
ing   situation.    UACI  shareholders 
might  do  well  selling  their  stock  and 
reinvesting  the  proceeds  in  TCI.  As 
:  long  as  TCI  Chairman  John  Malone, 
■  44,  keeps  on  leveraging  acquisitions 
;  successfully,  says  analyst  Mark  Riely 
of  New  York's  Eberstadt  Fleming  Inc., 
i  its  stock  should  do  well. 

After  the  UACI  deal,  according  to 
I  Paul  Kagan  Associates,  TCI  will  have 
t  almost  $2.5  billion  of  long-term  debt, 
[  88%  of  capital — but  leverage  is  all  the 
rage  these  days.  Earnings  aren't  much 
to  look  at,  just  22  cents  a  share  last 
:  year,  and  only  a  slight  increase  is  ex- 
pected   in     1986.     But  earnings- 
shmearnings,  the  narne  of  the  game 
here  is  the  number  of  subscribers,  op- 
crating  systems  and  cash  flow. 

Even  accounting  for  the  probable 
demise  of  investment  tax  credits  be- 
cause of  tax  reform,  TCI's  estimated 
cash  flow,  including  UACI,  will  ex- 
ceed $550  million  a  year.  After  servic- 
ing the  hefty  debt,  that  still  comes  to 
nearly  $5  a  share,  against  a  recent 
price  of  only  25.— Alex  Ben  Block 


Read  two  at  night, 

Wake  inspired  in  the 
morning 

The  original  volume  of  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life  was  a  bedside 
book,  a  traveling  companion,  an  ideal  birthday 
or  holiday  gift,  even  part  of  the  new  employee 
program  at  a  firm  of  business  consultants. 

Now  in  a  handsome  blue  cloth  slipcase,  the 
expanded  two-volume  edition  of  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
being  offered  to  Forbes  readers. 

The  result  of  patient  culling  month  by  month 
over  a  number  of  years,  each  volume  contains 
some  3,500  polished  gems  of  wisdom  from 
the  great  authors  of  Greece  and  Rome  down 
to  our  own  day. 

The  pages  are  generously  laid  out  on  good 
quality  paper,  a  pleasure  to  browse  through  and 
savor  at  random,  a  Thought  or  two  at  a  time. 
Alternatively,  a  special  index  allows  the  pursuit  ^ 
of  themes  such  as  thoughts  on  Courage,  Patriotism, 
Faith,  Romance  and  Taxes. 

The  binder  is  blue  cloth,  matching  the  slipcase,  with  the  lettering  on  the 
spine  imprinted  in  gold. 

The  price  for  the  two  volume  set,  $29.95,a  nice  saving  on  the  per  volume 
price  of  $17.50.  To  order,  simply  fill  out  and  mail  the  coupon  below. 


The  original  volume.  500  pages,  approximately 
3,500  Thoughts.  Same  binding  as  two-volume  set. 
Only  $17.50 


Forbes 


DEPT.  T,  60  FIFTH  AVENUE,  NEW  YORK,  NY  1001 1 

I    I  Send  me  the  2-volume  boxed  set  of  The  Forbes  Scrapbook  of  Thoughts 
on  the  Business  of  Life.  My  check  for  the  special  price  of  $29.95  enclosed. 

I    I  Send  me  the  original  one-volume  collection.  My  check  for  $1 7.50  enclosed. 


Send  to 

(please  print) 

Address 

City 

State  Zip 

All  prices  Include  postage  and  handling  charges.  Please  add  appropriate  sales  tax  on  New  York  State 
orders  and  other  states  where  applicable 
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Liz  Claiborne    112,  113 
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Crown  International    86 
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CSX   62 
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McLean  Industries    134 

Mercury  Entertainment    86 
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Metromedia   57 

Mitsubishi   9,  12 
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Mobil    128 

Mobil  (Montgomery  Ward)    1 12 

Morgan  Grenfell  33 

Mothercare    112 

Motorola   35 

Muller   86 

Municipal  Assistance  Corp  (N.Y.)    127 

National  Beverage   67 

Navistar    134 

NCR  35 

NEC   35 

New  World  Pictures  86 

New  York  Power  Authority    127 

New  York  Times  98 

Niagara  Mohawk  Power   62 

Nomura  Securities   33,  134 

Norbury  and  Osuna   98 

Norfolk  Southern    17,  62 

Northern  States  Power   62 

Northern  Telecom   35 


Northrop   30 

Paccar  8,  134 

Pacific  Gas  &  Electrip  66 

Pacific  Telesis  Group   57 

Palm  Beach  (Evan  Picone)    112 
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Forbes  Wagon  Creek  Ranch. 
One  of  the  few  remaining 
places  in  the  civilized  world 
where  it  is  still  possible  to  live  as  the 
pioneers  did — freely  and  intensely. 
This  incredibly  beautiful  land 
combines  all  of  the  primeval 
wonders  of  an  untamed  environment 
so  cherished  by  the  true 
outdoorsman.  Here  on  the  fabulous 
Forbes  Trinchera  ranchlands  you 
can  experience  each  day  the  joy  and 
contentment  of  being  a  part  of  a 
natural  way  of  life. 

If  hunting  is  a  very  special  thing 
for  you,  particularly  hunting  for  elk, 
deer  or  bear,  there  is  probably  no 


better  place  to  call  home  than  your 
own  Forbes  Wagon  Creek  Ranch. 
It's  the  perfect  place  for  a  hunter's 
retreat  in  the  heart  of  thousands  of 
acres  of  magnificent  wilderness. 

The  abundance  of  animals  and 
other  game  that  regularly  graze 
through  Forbes  Wagon  Creek  and 
the  more  than  250  square  miles  of  this 
southern  Colorado  ranchland  has 
made  this  one  of  the  legendary  private 
hunting  areas  in  the  world. 

Our  minimum  40-acre  ranches 
start  at  $30,000.  Here  in  the  foothills  of 
the  majestic  Rockies  you  can  hunt, 
ski  cross  country,  ride  horseback  or 
just  enjoy  the  breathtaking  dawns. 


sunsets  and  changing  seasons  in  the 
shadow  of  Mount  Blanca,  one  of 
Colorado's  highest  peaks. 

This  exclusive  preserve  is  the 
ideal  place  to  acquire  a  substantial 
piece  of  land.  A  chance  to  fulfill  the 
American  dream  that  offers  an 
unspoiled  future  for  hunters,  as  well 
as  a  legacy  for  their  families  and 
those  who  will  follow. 

For  more  information  on  how  you 
can  own  your  own  part  of  Forbes 
Magazine's  breathtaking  hunters' 
heaven,  without  obligation, 
write  or  call  today  for  full  details 
and  color  brochure  on  this 
exceptional  offer. 


FORBES    WAGON     CREEK  RANCH 

Errol  Ryland,  Manager     Box  303ZZ     Fort  Garland,  Colorado  81 133  303/379-3263 


Obtain  'he  Property  Report  required  by  Federal  law  and  read  it  before  signing  anything.  No  Federal  agency  has  judged  the  merits  or  value,  if  any,  of  this  property.  Equal  Credit  and  Housing 
Opportunity  A  statement  and  offering  statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York.  The  filing  does  not  constitute  approval  of  the  sale  or  lease  or  offer  for  sale  oi 
iease  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering.  A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de 
Cristo  Ranches,  Inc.  NYA86-56  AD20536 


Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change. . . ." 
Items  from  past  issues  of  Forbes 

Sixty  years  ago  in  Forbes 

(From  the  issue  of  Aii^^ust  15,  1926) 

"Mitten  Management,  which  operates 
the  Philadelphia  Rapid  Transit  Co., 
has  added  airplane  service  between 
Philadelphia  and  Washington,  at  $15  a 
person  and  1 0  cents  a  letter.  The  flying 
time  for  the  125  miles  is  \Vi  hours. 
Buses  take  passengers,  free,  from  and 
to  landing  fields.  The  airplanes  are  like 
that  flown  over  the  North  Pole  by 
Lieutenant-Commander  Byrd,  being 
propelled  by  three  Wright  'Whirlwind' 
[engines,  each  of  lOOhp." 


Goodyear  hal/oons,  1920s'  ancestors  of 
today's  Goodyear  blimps.  Goodyear  once 
owned  the  U.S.  Zeppelin  patent  rights 

"The  writer  feels  that  speculation  for 
the  rise  has  been  carried  dangerously 
far  in  those  industrial  issues  which 
have  been  most  grossly  manipulated 
by  speculative  interests.  .  .  . 

"It  is  not  the  intention  of  the  writer 
to  suggest  that  every  stock,  or  even 
the  majority  of  stocks,  are  too  high. 
He  does  not  believe  anything  of  the 
kind.  All  that  is  desired  here  is  to  raise 
a  word  of  caution  against  blindly  fol- 
lowing up  the  artificial  rise  engi- 
neered by  groups  of  bull  gamblers." 

—B.C.  Forbes 


Fifty  years  ago 

(From  the  issue  of  AugtASt  15,  1936) 

"During  the  peak  periods  of  hunting 
and  fishing  season  there  is  no  use  call- 
ing at  the  office  of  the  president  of 
American  Steel  Foundries  Co.  George 
Scott  would  rather  be  out  with  a  gun 
or  rod  than  sitting  at  no  matter  how 
profitable  a  desk.  His  vacation  time  is 
organized  strictly  in  accord  with  the 
habits  of  trout  and  mallard,  of  quail 


and  the  other  winged  and  finned 
beasties.  He  spreads  his  vacation  out 
here  and  there  to  make  it  coincide 
with  his  hobby." 

"With  the  recent  development  of  new 
equipment  and  with  reduction  in 
prices,  the  cost  of  efficient  air-condi- 
tioning equipment  is  today  within 
easy  reach  of  the  average  small  busi- 
nessman. And  the  more  progressive 
small  merchants  are  now  taking  to 
the  new  sales-builder  just  as  avidly  as 
their  bigger  competitors.  Dress  shops, 
beauty  parlors  and  small  restaurants 
are  so  far  the  most  active  small-store 
purchasers  of  air-conditioning  for 
cooling;  but  drugstores,  jewelry 
stores,  optical  stores,  shoe  stores,  can- 
dy stores,  food  shops  and  others  are 
fast  getting  the  habit." 

Tuventy-five  years  ago 

(From  the  issue  of  August  15,  1961 ) 

"It  is  not  enough  for  the  investor  to 
know  the  quantity  of  (a  mutual]  fund's 
performance  during  the  greatest  bull 
market  in  history.  He  needs  to  know 
the  qiuility  of  its  performance  as  well. 
This  alone  can  throw  light  on  the 
fund's  ability  to  deal  with  other,  and 
possibly  more  difficult,  circum- 
stances than  have  prevailed  in  recent 
years.  .  .  .  Basically,  the  ratings  score 
funds  on  two  points:  1 )  aggressiveness 
in  taking  advantage  of  rising  markets, 
and  2)  ability  to  protect  stockholders' 
money  in  declining  markets." 


"If  its  hijacked  Electra  never  gets 
home  from  Havana,  Eastern  Air  Lines 
stands  to  lose  little.  It  is  insured 
against  theft  for  close  to  the  plane's 
$2.2  million  value  and  has  already 
filed  a  claim." 


Ten  years  ago 

(From  the  issue  of  August  15,  1976) 


FoRBi:s  Aug.  15,  1961  cover  announced 
the  first  of  its  famed  mutiuil  fund  surveys 


With  art  prices  down,  Van  Dyck's  "Virgin 
and  Child"  went  for  $.^65,000  in  1976 

"The  correction  that  started  in  the  art 
market  in  1974  has  not  yet  entirely 
run  its  course.  At  a  Sotheby's  sale  in 
late  June,  paintings  by  Monet  and  Re- 
noir— stars  of  the  Impressionist 
school — failed  to  come  anywhere  near 
anticipated  prices  and  were  with- 
drawn from  sale.  The  'investment 
boys,'  as  London  dealer  Julian  Agnew 
calls  them,  have  left  the  scene,  and 
the  big-ticket  market  today  is  back  to 
basics,  a  place  of  serious  collectors 
and  shrewd  dealers." 

"It  is  a  lazy  spring  day  in  Beverly 
Hills.  There  is  a  3-foot-long  rubber 
shark  floating  in  TV  star  Redd  Foxx' 
swimming  pool.  Fred  Silverman,  the 
38-year-old  president  of  ABC  Enter- 
tainment, is  at  poolside.  Silverman 
has  just  announced  that  the  raunchy 
star  of  NBC-TV's  Sanford  and  Son  will 
move  to  ABC  in  the  fall  of  1977,  and 
the  rubber  shark  bobbing  behind  him 
is  a  fitting  symbol.  For  both  Silver- 
man and  Foxx — plus  Barbara  Walters, 
Nancy  Walker,  the  World  Series  and 
Edge  of  Night — have  been  talent  raided 
by  the  poUiwog-tumed-predator,  the 
American  Broadcasting  Cos." 
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Ambition  gains  control  of  little 
men  more  easily  than  of  great,  just 
as  fire  sets  the  straw  alight 
more  easily  in  thatched  cottages 
than  in  palaces. 
Nicolas  Chamfort 


He  who  surpasses  or  subdues 
mankind,  must  look  down  on  the 
hate  of  those  below. 
Lord  Byron 


Ambition  is  pitiless.  Any  merit 
that  it  cannot  use  it 
finds  despicable. 
Joseph  Joubert 


Ambition  sufficiently  plagues  her 
proselytes  by  keeping  them  always 
in  show  and  in  public,  like  a 
statue  in  a  street. 
Thomas  Fuller 


Man's  aspiration  is  absurd;  it 
is  by  what  he  discovers  that 
he  is  great. 
Paul  Valery 


Everybody  sets  out  to  do 
something,  and  everybody  does 
something,  but  no  one  does  what 
he  sets  out  to  do. 
George  Moore 


People  are  always  neglecting 
something  they  can  do  in 
trying  to  do  something 
they  can't  do. 
Ed  Howe 


A  wise  man  is  cured  of  ambition 
by  ambition  itself. 
Jean  de  La  Bruyere 


Whatever  men  aspire  to,  they 

deem  best. 

Petronius 


The  trees  that  are  slow  to  grow 
bear  the  best  fruit. 

MOLIERE 


Thoughts 

on  the  Business  of  Life 


While  vacation  riding  through  the 
woods  of  Maine  I  noticed,  along- 
side one  highway,  a  tree  much 
taller  than  any  in  the  vicinity.  But 
it  had  been  partly  uprooted  hy  the 
wind  and  was  kept  from  being 
prostrated  on  the  ground  by 
normal  neighbors.  I  conjured  up 
human  beings  who,  determined  to 
rise  far  beyond  ordinary,  had 
become  croppers.  Ambition  is-  admi- 
rable when  kept  within  bounds, 
exercised  within  reason  and  con- 
sideration. But  insLstence  upon 
carrying  it  to  extremes  courts 
downfall. 
B.C.  Forbes 


Nothing  is  so  commonplace  as  to 
wish  to  be  remarkable. 
Oliver  Wendell  Holmes  Sr. 


Ambition:  an  overwhelming  desire 
to  be  vilified  by  enemies 
while  living,  and  made 
ridiculous  by  friends 
when  dead. 
Ambrose  Bierce 


It  is  only  the  fools  who 
keep  straining  at  high  C 
all  their  lives. 
Charles  Dudley  Warner 


When  people  come  and  talk  to  you 
of  their  aspirations,  before 
they  leave  you'd  better  count 
your  spoons. 
Logan  Pearsall  Smith 


More  than  6,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $29.95  ($17. 50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3.000 
"Thoughts."  Price:  $17.50.  Send  check  and 
order  to:  Forbes  Inc..  60  Fifth  Ave..  New  York. 
N.Y.  won.  Add  sales  tax  on  orders  in  New 
York  Slate  and  other  states  where  applicable. 


Any  fine  morning  a  power  saw  can 
fell  a  tree  that  took  a  thousand 
years  to  grow. 
Edwin  Teale 


Every  scarecrow  has  a  secret 
ambition  to  terrorize. 
Stanislaus  Leg 


Ambition  is  not  a  vice 
of  little  people. 
Michel  de  Montaigne 


Keen  ambition  banishes  pleasure, 
from  youth  onwards,  and 
reigns  alone. 
Vauvenargues 


I  don't  want  to  make  money.  I 
just  want  to  be  wonderful. 
Marilyn  Monroe 


I  like  trees  because  they  seem 
more  resigned  to  the  way  they 
have  to  live  than  other  things  do. 
WiLLA  Cather 


A  Text . . . 

Thy  sons  and  thy  daughters 
shall  be  given  unto  another 
people,  and  thine  eyes  shall 
look,  and  fail  with  longing 
for  them  all  the  day  long: 
and  there  shall  be  no  might 
in  thine  hand. 
Deuteronomy'  28:32 


Sent  in  by  Whit  Waterbury,  New  York, 
N.Y.  What's  vour  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  IS  presented  to  senders  of 
texts  used. 


Ambition  has  its  disappointments 
to  sour  us,  but  never  the  good 
fortune  to  satisfy  us. 
Benjamin  Franklin 


The  hardest  thing  is  to  take  less 
when  you  can  get  more. 
Kin  Hubbard 
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More  of  the  Pacific 
from  the  airline  that 
brings  you  more 
of  the  US. 

No  other  U.S.  airline  offers  you 
more  across  the  Pacific  than  United. 

United  is  the  only  U.S.  airline 
serving  thirteen  cities  in  the 
Far  East  and  South  Pacific.  With 
more  nonstops  from  more  U.S. 
gateways  than  any  other  airline. 
A  total  of  84  nonstops  every 
week  from  six  convenient  U.S. 
gateways.  Including  nonstop 
service  to  Tokyo,  Hong  Kong, 
Osaka,  Taipei,  Sydney  and 
Auckland. 

United's  Mileage  Plus 
Frequent  Flyer  Program  offers 
exciting  travel  awards  that  can 
take  you  around  the  world. 

And  United's  Royal  Pacific 
Service  offers  you  the  best  of  the 
friendly  skies  every  step  of 
the  way. 

So  let  United  bring  you 
more  of  the  Pacific. 

Call  your  Travel  Agent  or 
United  Airlines. 

Tokyo  Taipei  Singapore 

Osaka  Hong  Kong  Sydney 

Seoul  Manila  Melbourne 

Beijing  Bangkok  Auckland 
Shanghai 


Ihited 


Dale  Carnegie 

Training 

has  one 
outstanding 

quality.,  at  WORKST 


There  has  to  be  a  good  reason  why,  each  year, 
more  than  100,000  men  and  women  around  the 
world,  representing  a  wide  range  of  background  and 
experience,  enroll  for  Dale  Carnegie  Tl'aining."  They 
come  from  the  small  and  medium  size  companies 
as  well  as  the  gjant  corporations.  And  many  come  as 
individuals.  The  reason  they  choose  Dale  Carnegie 
Ttaining"  is  simple ...  IT  WORKS. 

The  Dale  Carnegie*  organization  offers  a  broad 
range  of  training  programs,  all  designed  to  expand 
the  capabilities,  improve  the  performance  and 
increase  the  effectiveness  of  men  and  women.  It 
helps  them  to  expand  their  capacity  for  achievement. 
It  helps  them  discover  more  or  their  hidden  resources 
and  develop  them  into  practical,  workable  new  skills 
and  abilities  that  they  can  use  every  day  to  improve 
the  quality  of  their  lives. 

The  Dale  Carnegie  Management  Seminar?. . 
a  highly  structured  program  focusing  on  the 
principles  and  techniques  of  modem  goal-oriented 
management.  It  offers  a  wealth  of  fresh,  new  ideas 
and  techniques  to  help  managers  become  more 
effective  in  planning,  organizing  and  directing 
their  operations.  It  helps  to  reduce  the  stress  of  the 
job  and  make  their  work  more  enjoyable. The 
resuk  is  a  smoother  running,  more  efficient,  more 
productive  operation. 

The  Dale  Carnegie  Sales  Course! . .  an  in-depth 
training  program  for  sales  professionals  based  on 
the  art  of  motivational  selling.  This  comprehensive 
course  increases  skill  in  the  entire  selling  process 
from  prospecting  to  writing  the  order.  It  is  conducted 
in  a  workshop  format  that  gives  participants  the 


opportunity  to  practice,  to  perfect  their  new  sales 
tools  before  using  them  in  their  selling  interviews. 
They  develop  more  confidence,  they  become  more 
professional,  they  close  more  sales. 

The  Dale  Carnegie  Course ! . .  a  course  that  helps 
men  and  women  discover  and  develop  a  greater  part 
of  their  hidden  potential  for  achievement.  They  learn 
to  express  themselves  with  greater  clarity  and 
conviction.They  acquire  a  better  understanding  of 
people  and  how  to  work  with  them  more  effectively. 
Their  self-confidence  increases,  their  self-image  is 
heightened,  they  become  more  effective  in  their 
work,  in  their  lives. 

The  Dale  Carnegie  '  Customer  Relations 
Course . . .  designed  to  improve  the  performance,  to 
increase  the  effectiveness  of  your  customer-contact 
people.  They  learn  to  meet  and  impress  your  custom.ers 
more  favorably.  They  discover  new  methods  of 
creating  add-on  and  repeat  sales.  They  become  more 
adept  in  handling  complaints  and  misunderstandings. 
They  increase  their  ability  to  keep  your  customers 
happy  and  coming  back  again  and  again. 

IThe  Dale  Carnegie'  Employee  Development 
Course . . .  inspires  greater  teamwork  and  harmony 
within  the  organizafion,  raises  employee  morale, 
reduces  absenteeism  and  turnover  Efficiency  and 
productivity  are  increased. 

Find  out  how  the  Dale  Carnegie  Courses® 
can  work  for  you . . .  Ask  for  a  free  copy  of  our 
quick-reading  booklet  that  outlines  the  objectives 
and  benefits  of  the  courses ...  Call  toll-free 
1-800-231-5800.  In  Texas  call  1-800-392-2424  or 
write  to  the  address  below. 


DALE  CARNEGIE  &  ASSOCIATES.  INC 

SUITE  686  F    •  6000  DALE  CARNEGIE  DRIVE  (PVT.)  •  HOUSTON, TEXAS  77036 


Accredited  by  the  Council  For  Noncollegiate  Continuing  Education 


WHAT  KIND  OF  COMM^ 
WOULD  INSURE  A98-YEAR-OLD 
WOMAN  IN  POOR  HEALTH? 


Avery  proud  one. 

Avery  pleased  one. 

And  a  very  thorough  one. 

You  see,  while  we  recognized 
ie  Statue  of  Liberty  as  a  notional 
lonumentto  freedom  and  hope, 
/e  also  sow  the  monumental 
imount  of  restoration  it  sorely 
eeded. 

So  in  1984  when  the  CIGNA 
omponies  were  first  asked  to 
>rovide  insurance  for  the  statue's 
^novation,  we  tried  to  provide 
lore  than  insurance. 

We  brought  in  our  own  engi- 
eers  to  do  an  analysis  of  the  project. 

We  assembled  teams  of 
Deciolists  to  look  through 
lesigns  and  plans  for  the  statue 
ind  the  torch. 

We  looked  for  weaknesses. 

We  looked  for  risks. 

In  effect  we  looked  for  trouble. 

And  when  we  found  poten- 
al  problems,  we  mode  sugges- 
ons  to  ovoid  them. 


To  help  protect  workers  work- 
ing on  the  statue. 

And  to  help  protect  the 
statue  itself. 

We  approached  this  task 
with  the  same  high  standards  and 
dedication  to  thoroughness  we 
apply  to  any  major  construction  or 
reconstruction  project  we  inspect. 
Although  in  this  case,  our  efforts 
took  on  added  significance. 

After  all,  this  time  Liberty  was 
at  stoke. 

If  you  would  like  to  know 
more  about  CIGNA  Special  Risk 
Facilities,  write  CIGNA  Corpora- 
tion, Department  R10,  One  Logan 
Square,  Philadelphia,  Pennsylvania 
19103. 

Our  continuing  involvement 
in  the  restoration  of  the  Statue  of 
Liberty  is  just  one  more  example 
of  CIGNAs  commitment  to  person- 
alized service  to  IPiff^WV 
each  and  every  W  k  ^ 
client.  ■■■■■■■i 
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The  editorial  index  of  companies  referred  to  in 
this  issue  is  on  pages  164  and  165. 

COVER  STORT 

92   Will  Networks  Take  It  Out  Of  Hollywood's  Hide? 

The  television  executives  on  our  cover  (from  left,  ABC's 
John  Sias,  Thomas  Murphy  and  Daniel  Burke)  are  among 
the  network  biggies  who,  to  restore  their  flagging  profits, 
are  demanding  lower  costs  from  the  studios  that  supply 
them  with  entertainment.  It's  going  to  be  a  nasty  battle. 

COMPANIES 

32    Back  To  Simplicity 

With  its  business  flat  on  its  back,  what  is  Deere  &  Co. 
doing?  Investing  in  the  future. 

66    The  Up  &  Comers:  The  Perils  Of  Franchising 

"They're  all  bleeding  to  death,"  says  a  former  D'Lites  of 
America  franchisee,  "and  they  can't  stop  it." 

69    The  Up  &  Comers:  Do  As  I  Say,  Not  As  I  Do 

Franchising  some  operations  has  helped  RJ  Financial  re- 
duce the  cyclicality  that  can  swamp  Wall  Street's  retail 
brokers.  Now  Tom  James  must  hope  big  retailers  don't 
copy  him. 

74    The  Up  &  Comers: 

The  Little  Bus  Company  That  Could 

The  big  bus  companies  lobbied  hard  to  get  into  this  little 
bus  company's  territory.  The  big  companies  should  have 
stayed  where  they  were. 


120  Moonlighting 

The  Lomas  Nettleton  board  said  no  to  the  company's 
doing  it,  so  the  brass  made  the  deal  themselves. 

INDUSTRIES 

52    As  I  See  It:  Computers 

There  is  the  depressing  newspaper  version  of  what's  hap- 
pening to  the  personal  computer  business.  Then  there  is 
David  Norman's  version. 

56    Financial  Services 

Personal  bankruptcies  are  climbing  and  mortgage  delin- 
quency rates  are  high,  yet  everybody  wants  to  lend  money 
to  consumers. 

100  Computer  Software 

Forget  what  you  have  read  about  how  the  Japanese  can't 
write  good  computer  software.  They  can,  they  are,  and 
they're  beginning  to  sell  it  here. 

113  Nuclear  Power 

Poor  management  and  cost  overruns  aside,  the  biggest 
problem  for  the  nuclear  power  industry  is  tons  of  lethal 
atomic  waste  that  it  produces  each  year. 

INTERNATIONAL 

30    "A  Barbarian  Personality" 

Hovf  do  Japanese  manufacturers  cope  with  a  150-to-the- 
dollar  yen?  Innovate,  cut  costs,  move  some  operations 
abroad.  Executives  like  Katsutaro  Kataoka  have  taken  far 
worse  setbacks  in  stride 
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Delicious  but  dangerous 

The  Japanese  term  for  junk  bond  is  fugu.  (That's  a  nice  little 
piece  of  information,  for  which  I  am  grateful  to  my  colleague 
Richard  Stern.)  Fugu  means  blov^^fish,  and  every  Japanese 
knows  blowfish  is  a  national  seasonal  delicacy  that  occasionally 
poisons  those  who  partake.  Delicious  but  dangerous.  An  apt 
description  for  those  high-yield  securities  of  highly  leveraged 
companies  that  the  media  terms  "junk  bonds." 

The  fish  pictured  here  is  not  a fugu.  It  is  a  red  herring  made  of 
felt  that  was  presented  to  Senior  Editor  Howard  Rudnitsky  by 


some  of  our  staff  in  tribute  to  Rudnitsky's  uncanny  ability  to 
spot  a  story  in  a  red  herring  prospectus. 

There's  a  point  to  this  fish  story.  Rudnitsky  pored  over  dozens 
of  obscure  red  herrings,  then  teamed  up  with  Senior  Editors 
Allan  Sloan  and  Richard  Stern  and  Reporter  Matthew  Heller  to 
write  and  report  the  article  entitled  "A  one-man  revolution." 
It's  about  Drexel  Burnham  Lambert's  Michael  Milken,  the  man 
who  showed  the  world  how  to  use  fugu  as  a  substitute  for  cash. 

Much  paper  and  ink  has  been  expended  on  Michael  Milken 
and  Drexel  Bumham  Lambert  in  recent  months.  Some  of  the 
articles  were  worshipful;  one,  earlier  this  summer,  grandly 
compared  Milken  to  J. P.  Morgan.  Others  were  highly  critical  of 
what  they  termed  his  funny  money  finance.  I  humbly  submit 
that  our  article  is  the  first  one  that  cuts  through  the  rhetoric  and 
shows  how  the  resourceful  but  secretive  young  Mike  Milken 
really  operates,  how  he  makes  dozens  of  people  fabulously  rich. 
Himself  included.  Just  turned  40,  Milken  is  already  worth  more 
than  a  half-billion  dollars.  Not  million.  Billion. 

Digging  up  the  details  of  the  Milken/Drexel  adventure  was  so 
time-consuming  and  frequently  frustrating  that  Allan  Sloan 
quipped  Milken  was  our  Moby  Dick,  our  Great  White  Whale. 
But  enough  of  sea  creatures.  The  story  starts  on  page  34. 


Our  annual  mutual  fund  survey 

Senior  Editor  William  Baldwin  has  two  computer  terminals  in 
his  office  these  days  and  a  laser  printer  as  well.  He  needs  all  that 
machinery  to  keep  in  touch  with  progress  on  our  annual  report 
on  mutual  funds,  which  will  appear  in  our  next  issue.  Its 
consistency  ratings  are  engineered  to  eliminate  flash-in-the-pan 
performances  and  to  spotlight  those  funds  that  do  well  in  all 
kinds  of  markets.  This  is  what  makes  the  survey  unique  among 
the  confusion  of  fund  statistics  that  pour  forth.  As  the  fund 
universe  has  grown,  so  has  the  survey  that  is  compiled  by 
Statistical  Editor  Donald  Popp  and  supervised  by  Baldwin.  This 
year  we  measure  more  than  1,300  funds.  A  year  ago  there  were 
1,170.  A  decade  ago  only  550.  Thank  the  Lord  for  computers. 

Editor 
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Ships  of  U.S-  and  Bahamian  registry. 


7  1  1  1  


And  we  found  few  footprints. 


Here  lies  the  heart.  The  heart  of  Explorer  Class* 
cruising.  Big  ships  and  small  ships  are  ships  that  pass 
in  the  night.  They  chart  different  courses,  because 
when  you're  as  big  as  an  ocean  liner  most  out-of- 
the-way  spots  are  simply  out -of -reach. 

The  smaller  vessels  of  Exploration  Cruise  Lines 
choose  paths  less  travelled.  On  shore  you'll  explore 
moonlit  beaches  free  from  the  crush  of  tourists.  On 
board  you'll  relax  in  casual  comfort.  An  atmosphere 
graced  with  an  uncommon  friendliness.  This  kind 
of  camaraderie  only  grows  when  a  small  group  of 
passengers  share  paradise. 

Come  join  us  this  winter  and  cruise  special  worlds 
the  big  ships  can't. 

EXPLORATION^CRUISE  LINES 

ONE  OF  THE  ANHEUSER-BUSCH  COMPANIES 


ine  Dig  snips  can  i;. 

EXPLORATION®CRUISE  LINES 


ONE  OF  THE  ANHEUSER-BUSCH  COMPANIES 


Trends 


Edited  by  John  A,  Conway 


Libya's  oil  spigot 

Libya  has  had  little  trouble  selling 
oil,  despite  the  puUout  of  U.S. 
companies  ordered  by  President  Rea- 
gan, says  I'etrok'nni  hitclli^eticc  Weekly, 
the  New  York  City-based  newsletter. 
By  sweetening  its  terms  and  finding 
new  buyers  for  300,000  barrels  per  day 
produced  by  wells  left  behind  by  Occi- 
dental, Marathon,  Amerada  Hess, 
Conoco  and  Grace,  Tripoli  reportedly 
sold  all  oil  produced  last  month — 
some  900,000  barrels  per  day. 

Despite  strong  U.S.  State  Depart- 
ment urging  that  U.S.  and  European 
companies  spurn  Libyan  crude,  the 


tute  of  Technology,  each  working  on 
the  problem  for  the  MPAA,  has  yet 
come  up  with  an  effective  anticopy- 
ing  device.  But  a  private  firm  appar- 
ently has.  Macrovision,  based  in  Tor- 
rance, Calif.,  has  a  system  that  prints 
a  signal  on  each  original  tape,  which, 
when  the  tape  is  copied,  interferes 
with  the  duplicating  mechanism  in 
videocasscttc  recorders.  "The  object 
was  to  remove  the  entertainment  val- 
ue of  copied  tapes  and  make  them 
unsuitable  for  sale  or  rental — without 
distorting  the  original,"  says  Gary 
Gwizdala,  Macrovision's  chief  operat- 
ing officer.  Its  clients — who  pay  on  a 
scale  ranging  from  25  cents  down  to 
10  cents  per  copy,  depending  on  vol- 


l.ihycDi  oil  faci/iry 
Sweet  terms  and  plenty  of  buyers 


big  buyers  are  Italy,  Germany  and 
Spain,  P/W  reports.  The  French  gov- 
ernment recently  stopped  two  of  its 
refiners  from  importing  Libyan  oil, 
but  other  French-based  refiners  are 
still  doing  so.  Libya  is  also  expected  to 
sell  oil  to  the  new  Antwerp  refinery 
owned  by  South  Korea's  Daewoo.  To 
stem  the  flow,  Washington  plans  to 
negotiate  with  individual  govern- 
ments to  bar  imports  of  Libyan  crude 
from  third  party  countries,  /V\V  says. 


Pirates  beware 

irated  copies  of  videotape  cas- 
settes are  costing  legitimate  mov- 
iemakers more  than  $1  billion  a  year 
in  lost  sales,  accordmg  to  the  Motion 
Picture  Association  of  America.  Nei- 
ther the  Massachusetts  Institute  of 
Technology  nor  the  New  York  Insti- 


ume — include  MCA  Home  Video, 
CBS  Fox,  MGM/UA,  Disney  and  Can- 
non HBO.  Warner  Bros,  and  Vestron 
may  soon  sign,  too.  Since  October 
some  3.5  million  copy-proof  tapes,  in- 
cluding MCA's  Back'  to  the  t'utuiv, 
have  been  made.  Macrovision  figures 
It  Will  have  80%  of  the  U.S.  market  by 
next  year. 


Executive  offices  for  rent 

Leasing  furnished  offices,  complete 
with  secretarial  and  telecopying 
services,  has  grown  into  an  estimated 
$250  million  industry  in  the  last  three 
years.  The  idea  has  been  around  for 
years  but  has  lately  gotten  a  lift  as 
corporations  like  General  Motors, 
GTE  and  ITT  realized  that  sharing 
overhead  and  billing  for  services 
could  slice  more  than  50%  off  the  cost 


of  opening  one-,  two-  and  three-per- 
son branch  offices.  The  cost  of  run- 
ning a  small  branch  office  might  typi- 
cally be  $4,825  a  month  in  Washing- 
ton, D.C.  and  $4,650  a  month  in  San 
Francisco,  twice  the  price  of  staffed 
and  equipped  leased  space  from  Om- 
niOffices,  says  Howard  Shaw,  presi- 
dent of  the  Atlanta-based  firm,  which 
grossed  $20  million  last  year.  The 
leased  offices  also  offer  flexibility. 
"We  wanted  to  be  able  to  move  into 
offices  with  phones  and  furniture  al- 
ready there — and  to  get  out  again 
quickly  if  the  sales  area  is  unreward- 
ing," says  Joseph  Obusek,  Southeast 
sales  manager  for  Fujitsu  of  America. 
Among  OmniOffices'  growing  nation- 
al competitors  are  San  Francisco's  HQ 
Network  Systems  and  Dallas'  ESN. 
There  are  hundreds  of  other  smaller 
firms,  like  OfficePlus  in  St.  Louis  and 
Loop  Business  Services  in  Chicago. 


Convenient  growth 

Southland  Corp.'s  7-Eleven  chain 
of  convenience  stores  began  sell- 
mg  Hardee's  hamburgers  in  St.  Louis 
last  month  and  hopes  to  expand  the 
service  nationwide.  Arizona's  Circle 
K  Corp.,  another  convenience  outfit, 
with  $2.1  billion  in  sales,  has  tapped 
three  regional  doughnut  chains.  Dun- 
kin'  Donuts,  Winchell's  and  Mr.  Do- 
nut,  to  open  bakery  sections  at  most 
of  its  3,416  stores.  Cumberland 
Farms,  based  in  Canton,  Mass.  with 
1,200  stores  nationwide,  is  adding 
fast-food  counters,  and  others  are  sure 
to  follow.  7-Eleven  and  Circle  K  also 
have  launched  videotape  rentals.  Cir- 
cle K  is  putting  in  debit  card  machines 
for  "cash-free"  buying,  and  7-Eleven 
has  installed  automatic  tellers  in  all 
its  Texas  stores,  and  plans  to  use 
them  nationwide. 

Thus,  the  convenience  stores  keep 
driving.  Their  sales  totaled  $62  billion 
last  year,  up  23%,  compared  with  a 
mere  6.2%  gain  for  all  retail  sales. 


The  delayed  cost 
of  cheaper  oil 

If  oil  prices  average  only  $15  per 
barrel  and  consumption  rises  dra- 
matically, the  OPEC  oil  cartel  could 
regain  control  of  the  market  within 
three  years,  the  American  Petroleum 
Institute  warns,  and  if  prices  stay  low- 
er, the  process  will  be  even  faster. 
Low  oil  prices  encourage  consump- 
tion and  discourage  exploration.  Only 
650  rigs  now  are  drilling  in  the  U.S., 
fewer  than  at  any  point  since  World 
War  II.  Low  prices  also  turn  off  high- 
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cost  U.S.  wells. 

The  result,  API  says,  is  rising  de- 
pendence on  OPEC  suppliers.  "The 
patterns  may  not  be  perfectly  sym- 
metrical, but  we  expect  what  hap- 
pened after  prices  rose  sharply  to  be 
reversed  now  that  they  have  fallen," 
says  Leonard  Bower,  API's  director  of 
policy  analysis.  Once  OPEC  output 
reaches  80%  of  capacity — that 
amounts  to  22  million  barrels  per 
day — OPEC  could  again  be  a  force  to 
reckon  with,  API  says.  Its  output  is 
already  18.5  million  bpd,  up  from  17.5 
million  bpd  in  early  1985.  API,  which 
represents  300  major  U.S.  oil  compa- 
nies, is  hardly  disinterested.  It's  lob- 
bying hard  now  for  exploration  rights 
off  northern  California  and  special  tax 
treatment.  But  API  accurately  noted 
in  1979  that  if  the  U.S.  government 
decontrolled  oil  prices,  domestic  pro- 
duction would  rise,  imports  would 
drop  and  OPEC's  power  would  be  re- 
duced. API's  only  error  was  that  the 
process  took  only  half  as  long  as  it 
expected. 


Warning,  sign  in  car 

Those  signs  on  automobile  rear 
windows  reading  "Baby  on  Board" 
first  appeared  in  1984,  the  brainchild 
of  Michael  Lemer,  a  32-year-old  Bos- 
ton entrepreneur.  He  has  sold  more 
than  2  million  of  them  since  last  sum- 
mer alone,  to  stores  like  Sears,  J.C. 
Permey  and  Toys  "R"  Us,  to  retail  for 
$1.99.  Lemer  says  the  idea  was  to 
wam  passing  drivers  to  go  slowly  and, 
after  accidents,  to  alert  police  to  look 
for  a  child.  But  to  Lerner's  chagrin,  a 
dozen  novelty  houses  have  more  re- 
cently been  hawking  parodies — "Ex- 
Wife  in  Trunk,"  "Nobody  on  Board." 


To  thwart  them,  he  has  applied  for  a 
patent  and  trademark. 

But  even  the  benign  signs  can  block 
a  driver's  vision,  so  they  are  now  an 
issue  in  Maryland,  Virginia,  Georgia, 
Alaska,  Hawaii  and  Washington, 
D.C.,  where  laws  limit  or  prohibit 
rear  window  signs.  In  Maryland,  state 
police  often  stop  drivers  with  too 
many  signs  and  ask  them  to  remove 
them  and  may  give  tickets.  Lemer 
seems  unworried.  He  recommends 
putting  signs  in  the  rear  window's 
lower  right  comer,  a  natural  blind 
spot,  or  in  rear  side  windows. 


The  sum  of  the  parts 

Half  the  $50  billion  trade  deficit 
with  Japan  last  year  was  from 
cars  and  car  parts,  with  the  biggest 
losses  in  the  latter.  Including  parts  in 
Japanese  cars  sold  here,  the  $100  bil- 
lion U.S.  auto  parts  industry  figures  it 
lost  out  on  $16  billion  in  potential 
sales.  Without  protective  action,  it 
fears  the  problem  will  only  get  worse. 
The  U.S.  Department  of  Commerce 
says  300  Japanese  auto  parts  firms 
will  have  set  up  shop  here  by  1988. 
Last  year  39%  of  parts  in  cars  sold  in 
the  U.S  were  foreign-made.  By  1989 
the  proportion  could  be  58%. 

Understandably,  then,  domestic 
partsmakers  are  now  pushing  the 
President  and  Congress  hard.  In  May 
the  House  asked  for  major  trade  talks 
on  auto  parts,  patterned  after  those 
that  last  year  broke  some  trade  barri- 
ers in  electronics,  telecommunica- 
tions, lumber,  pharmaceuticals  and 
medical  supplies.  They  will  begin  in 
Tokyo  this  month,  aiming  to  break 
the  Japanese  tradition  of  buying  parts 
only  from  their  own.  U.S.  negotiators 


A)i  oh^imil  and  a  send-up  on  the  road 
Two  million  copies  later,  trtiffic  tichets. 


Mitlufl  BaMofr 


want  Japan  to  escalate  the  purchase  of 
U.S. -made  parts  year  by  year  until 
there  is  reciprocal  market  access.  If 
the  effort  fails.  Congress  might  well 
resort  to  investment  restrictions  and 
other  measures. 


The  going  rate  rises 

The  stock  market  has  stumbled, 
but  employment  prospects  of  top 
Wall  Street  professionals  have  rarely 
been  brighter.  With  banks  and  insur- 
ance companies  muscling  in  on  turf 
long  held  by  the  investment  houses, 
the  demand  for  some  specialists  still 
far  exceeds  supply,  says  Win  Priem, 
managing  director  at  Korn/Ferry  In- 
temational,  the  New  York  City-based 
executive  search  firm.  Traders,  lever- 
aged buyout  specialists  and  mergers 
and  acquisitions  experts  lured  to  the 
new  capital-market  arms  of  compa- 
nies like  Chemical  Bank,  Pmdential, 
Lloyds  and  Fuji  Bank  are  increasingly 
asking  for  "separation  agreements," 
which  entitle  them  to  one  year's  sev- 
erance pay  if,  within  the  first  three 
years,  things  don't  work  out.  Of  20 
specialists  placed  by  Kom/Ferry  this 
year,  8  asked  for  and  got  separation 
agreements,  Priem  says.  At  one  time, 
only  top  Wall  Street  executives  re- 
ceived such  safeguards.  But  now  even 
midlevel  professionals,  whose  salaries 
and  commissions  often  can  reach 
more  than  $200,000  a  year,  can  push 
for  them. 


Who  will  mind  the  store? 

Succession  is  the  number  one  prob- 
lem facing  millions  of  family 
businesses,  says  D&B  Reports,  the  Dun 
Bradstreet  publication.  Some  95% 
of  U.S.  firms,  from  mom-and-pop  gro- 
ceries to  giants  like  Wang  Laborato- 
ries and  Wal-Mart,  are  controlled  or 
owned  by  families  or  have  significant 
family  involvement,  it  reports,  but  no 
more  than  30%  survive  beyond  the 
first  generation.  Some  are  sold,  but 
most  simply  close,  says  Cleveland's 
Center  for  Family  Business. 

The  problem  is  complex.  For  one 
thing,  business  founders  tend  not  to 
give  the  issue  much  thought,  D&B 
says.  Sibling  rivalry  and  the  genera- 
tion gap  can  also  interfere.  Moreover, 
the  vast  majority  believe  that  no  one, 
not  even  their  children,  will  manage 
the  business  as  well  as  they  have. 
Alternatives?  Choose  a  successor, 
train  him  and  get  outside  help  if  nec- 
essary. If  there  is  no  one  interested  or 
qualified,  sell,  D&B  advises. 
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THE  KNICKERBOCKER 
CHICAGO 


A  proud  history  repeats  itself. 

During  llic  1920s,  The  Knickerbocker 
Hotel  proudly  began  a  history  of  taste  and 
elegance  on  Chicago's  Gold  Coast. 

.Today,  its  lobby,  rooms,  restaurants, 
and  services  continue  in  this  tradition  ol 
grace  and  charm.  Come  visit  The 
Knickerbocker... as  we  carry  on  our 
proud  history. 

Al  llir  Tn[)  (if  llic  Mns;nifi(  cnl  Mile. 
Walton  I'l.K  (■  ,il  Norlli  Mk  higan  Avrnuc, 
(800)     I  8140,  (•512)751-8100 
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Equal  rights, 
unequal  price 

Last  October  Montana  became  the 
first  stdtc  in  the  Union  to  man- 
date that  men  and  women  must  pay 
the  same  rates  for  insurance — Ufe, 
property,  annuity,  automotive  or 
whatever.  Because  women  hve  longer 
than  men,  the  actuarial  tables  dictate 
that  they  pay  less  for  life  insurance 
and  more  for  annuities,  and  since  they 
are  better  drivers,  women  pay  less  for 
auto  insurance.  Insurance  companies 
fought  for  the  actuaries,  but  the  mili- 
tant women's  groups  carried  the  day 


fervor  for  unisex  has  cooled.  Five 
states  already  have  such  a  law — Mas- 
sachusetts, Michigan,  Hawaii,  North 
Carolina  and  now,  of  course,  Mon- 
tana. But  in  Pennsylvania,  despite  a 
favorable  court  ruling  and  the  gover- 
nor's advocacy,  the  legislature  turned 
down  unisex  auto  coverage. 

The  effects  of  unisex  insurance 
have  been  as  predicted  by  the  indus- 
try. Where  it  is  in  effect,  women  are 
paying  more  and  men  are  paying  ei- 
ther the  same  or  less.  In  Montana  a 
single  woman  under  25  with  a  State 
Farm  policy  now  pays  an  average  of 
$122  a  year  more  than  before  for  auto 
insurance,  but  the  bill  for  men  that 


From  James  Thurher's  "The  War  Between  Men  and  Womefi" 
The  high  cost  of  equality. 


19'1  Hek-n  Thurhcr 


(Forbes,  Apr  29,  19H5]. 

Unisex  insurance  may  be  law  in 
Montana,  but  it  has  lost  momentum 
elsewhere.  It  is  no  longer  an  issue  on 
Capitol  Hill,  for  instance.  Three  years 
ago  the  insurance  industry  seemed  re- 
signed to  accepting  a  national  unisex 
rule  championed  by  such  legislative 
stalwarts  as  John  Dingell  (D-Mich.) 
in  the  House  and  Bob  Packwood 
(R-Ore.)  in  the  Senate.  "I  see  nothing 
at  the  federal  level  today,"  says  Barba- 
ra Lautzenheiser,  a  former  insurance 
company  president  and  now  a  consul- 
tant in  Hartford,  Conn. 

The  fact  that  Congress  has  put  uni- 
sex back  in  the  closet  doesn't  mean 
that  insurance  companies — and  their 
policyholders — have  heard  the  last  of 
it.  In  Massachusetts,  which  has  had 
no-gender  auto  insurance  for  years, 
the  lower  house  of  the  legislature 
passed  a  bill  last  month  ordering  uni- 
sex life  insurance.  The  Bay  State  sen- 
ate will  vote  on  it  this  fall.  (The  Mon- 
tana victory  may  not  be  a  precedent. 
Even  there,  a  move  to  scrap  it  failed  in 
the  state  senate  by  only  two  votes.) 

Auto  insurance  is  another  story, 
but  here,  too,  there  are  signs  that  the 


age  went  down  by  $157.  The  same 
happened  in  life  insurance.  In  Massa- 
chusetts unisex  car  insurance  has 
meant  that  90%  of  single  men  under 
25  and  70%  of  women  in  that  catego- 
ry now  are  in  the  state's  "reinsurance 
facility,"  which  means  restricted  cov- 
erage, with  claims  shared  by  all  insur- 
ers in  the  state,  rather  than  by  a  single 
company.  Equality  has  its  price. 


Getting  in  step 

Construction  management  firms 
orchestrate  and  choreograph 
building  projects,  earning  fees  for 
bringing  them  in  on  time  and  budget. 
Three-  years  ago  Lehrer/McGovem, 
Inc.  of  New  York  City  ranked  number 
13  on  the  construction  management 
list,  with  $640  million  in  contracts 
and  $20  million  in  earnings.  Peter 
Lehrer  and  his  partner  Gene  McGov- 
ern  had  done  this  in  just  four  years. 
More  unusual,  at  a  time  when  other 
construction  managers  thought  com- 
puters were  as  important  as  I  beams, 
Lehrer/McGovem  stuck  to  pencil  and 
paper,  making  do  with  a  lone  personal 
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Strategy 

•  A  structured  means  of  achieving  a  goal,  such  as  providing 
long-term  growth  in  shareholder  value. 

•  A  carefully  devised  plan;  e.g.,  balanced  diversification 
between  government  and  commercial  businesses. 

•  Skillful  management  to  attain  an  end;  e.g.,  leveraging 
advanced  technology  to  sustain  a  competitive  advantage. 


A  key  Rockwell  International  strategy 
is  maintaining  leadership  positions  we  have 
achieved  in  all  of  the  principal  markets  we  serve. 
By  offering  our  customers  greater  value  and  quality 
in  the  products  we  sell.  By  building  our  strong  global 
position  to  effectively  service  world  markets.  And  by 
committing  more  than  $2.5  billion  to  capital  expenditures 
over  the  past  five  years  to  improve  facilities,  reduce  costs  and 
enhance  our  competitive  position. 

Above  all,  Rockwell  is  an  $11.3  billion  company  committed 
to  excellence  and  performance.  This  commitment  is  fulfilled 
by  the  dedicated  work  of  123,000  employees  worldwide, 
25,000  of  them  scientists,  engineers  and  supporting 
technical  personnel.  To  learn  more  about  us,  write 
Rockwell  International,  Department  815R-238, 
600  Grant  Street,  Pittsburgh,  PA  15219. 


#1^ 


Rockwell 
International 


...where  science  gets  down  to  business 

Aerospace  /  Electronics  /  Automotive 
General  Industries /A-B  Industrial  Automation 


PJUffNHtS 
UAVEUTm 
TOCHAMa 

An  assault  on  the  summit  challenges  every 
resource.  For  those  who  take  unnecessary 
chances,  the  penalty  can  be  severe. 

Competition  for  the  high  ground  in  long 
distance  communications  is  particularly  chal- 
lenging. The  assault  has  attracted  a  good 
number  of  risk-takers,  with  predictable  results. 
But  one  experienced  partnership  is  leaving 
little  to  chance. 

United  Telecom  has  tied  in  with  another 
industry  leader,  GTE.  to  form  US  Sprint.  This 
new  partnership  will  accelerate  a  climb  to 


long-distance  leadership  which  began  more 
than  two  years  ago. 

It's  a  technical  climb,  and  the  right  equip- 
ment is  essential.  United  Telecom  has  based 
its  quest  on  a  23,000-mile  advantage:  the 
first  nationwide  fiber  optic  communications 
network.  Economical,  noise-free,  error-free. 

By  the  end  of  1986,  this  network  will  reach 
more  than  80  percent  of  the  American  popula- 
tion, offering  the  substantial  benefits  of  digital, 
laser  transmission  for  both  voice  and  data. 

And  US  Sprint  will  be  firmly  positioned  to 
become  the  nation's  most  competitive,  high- 
est quality  long-distance  company. 

In  this  new  partnership,  and  on  many  other 
fronts.  United  Telecom  is  getting  the  foothold 
the  future  of  communications  demands. 

And  we're  leaving  little  to  chance. 

United  Telecom  ■■■ 

For  more  information  about  United  Telecom,  write  D.  F .  Forsythe, 
United  Telecom,  Box  1 1315,  Kansas  City,  MO  641 12. 


computer  in  the  accounting  depart- 
ment (Forbes,  Oct.  13,  1983). 

That's  not  the  story  today.  The  firm 
has  moved  up  to  sixth  on  the  CM  Ust, 
and  Lehrer  expects  revenues  of  $50 
milhon  in  1986.  And  computers  are 
right  there  vs^ith  the  I  beams. 

Since  1983  Lehrer/McGovern  has 
acquired  a  Prime  mainframe  and  60 
IBM  personal  computers  at  seven  re- 
gional offices,  all  in  the  Northeast. 
Only  the  New  York  office  is  now  tied 
in  to  the  mainframe,  but  by  next  year 
the  others  will  be  able  to  hook  into  it 
from  construction  sites  to  check  on 


A  recent  Lehrer-/ McGovern  assignment 
Pencils  giving  way  to  maittframes. 


I    everything  from  the  price  of  bricks  to 
schedules  for  high-iron  work. 

About  75%  of  L/M's  business  is  for 
managing  construction  of  high-rise 
office  and  residential  buildings.  The 
rest  is  special  projects,  ranging  from 
I  rebuilding  the  Statue  of  Liberty  and 
j  restoring  Ellis  Island  to  renovating 
the  carousel  in  Central  Park.  These 
have  brought  reams  of  publicity,  but, 
Lehrer  says,  computerization  has 
"given  us  a  competitive  edge." 

The  company's  software  comes 
from  Prof i  tool,  a  Denver  firm  that 
worked  with  L/M  for  nine  months  to 
produce  its  programs.  Half  of  the  450 
L/M  employees,  from  accounting 
clerks  to  senior  officers,  know  how  to 
operate  its  computers,  using  them 
regularly  for  cost  control  and  project 
scheduling.  "There's  an  entrepreneur- 
ial spirit  here,"  says  Peter  Lehrer.  "We 
I  want  them  to  use  their  own  minds 
1  and  creativity."  Lehrer  himself  is  still 
a  pen  and  pencil  man.  "But  I've  made 
progress,"  he  says.  "Now  I  have  an 
outlet  in  my  office  for  a  computer." 


The  Most  Civilized  Hotel  In  The  Tropics 


Mayfair  House.  The  savoir-faire  and  service  of  Europe,  made  enticingly 
more  exciting  by  the  free-spirited,  uninhibited  flavor  of  Miami's  Coconut 
Grove.  A  small,  personal  hotel  where  every  suite  comes  complete  with  its 
own  Japanese  hot  tub  on  a  secluded  tropical  patio.  Surrounded  by  the 
elegance  and  elan  of  Mayfair,  the  stylish  shopping  enclave  of  the  Americas. 


'The^dJnfHotels 


hotel  grand  luxe 
3000  Florida  Avenue,  Coconut  Grove,  Miami  FL  33133 

For  information  and  reservations, 
(305)  441-0000/(800}  433-4555/Florida  (800)  341-0809 
Or  call  your  travel  agent. 


WHERE  HAS 
YOUR  MONEY  BEEN 
ALL 
THESE 
YEARS? 


Strong  Total  Return  Fund 
Investment  Returns* 

1982  +31.2% 

1983  +41.5% 

1984  +10.5% 

1985  +25.4% 

1986  + 1 8.7% 


The  Strong  Total  Return  Fund  is  a  grov^^th-oriented 
mutual  fund  designed  to  seek  significant  capital 
appreciation  during  favorable  market  periods.  As  the 
chart  show^s,  the  Fund  has  sustained  consistently 
positive  returns  through  varying  market  conditions. 

Don't  let  more  time  go  by  without  making  a 
Strong  move.  Call  or  write  today. 


I 
I 

Lb  1 KUINU  1 U  lAL  Kt  1  U1<I\  hUINU        for  vour  future   ^  ■ 
815 East  Mason  Street,  Milwaukee,  WI  53202  '"^  y""^  luiuic. 

*Includes  changes  in  share  price  and  reinvestment  of  all  dividends  and  capital  gains  distribution. 


CALL  1 800  368-3863 

OR  WRITE  TODAY 

□  YES,  send  me  a  FREE  prospectus  with  complete  information  on 
chtirges,  expenses,  and  the  1%  sales  charge  (no  redemption  fee). 
Low  $250  minimum  initial  investment.  Read  prospectus  carefully 
before  investing. 

I  am  also  interested  in: 

□  IRAs    □  Pension  or  Profit  Sharing  Plans  (including  Keogh) 

STRONG  TOTAL  RETURN  FUND 


A  strong 
foundation 


WE  DON'T  GUARANTEE 
PROFITS 


Readers  Say 


However,  We  Do  Guarantee 
Fair  And  Consistent  Value 
With  The  Best  Service  In 
The  Rare  Coin  Industry: 

•  Nationally  recognized  full-time 
staff  of  top  numismatic  buyers 
and  graders 

•  Instant  liquidity  through  our 
daily  buy/sell  spreads  on  all  rare  coins 
sold  through  our  investment  program 

•  Full  20-day  return  privilege 

•  All  coins  guaranteed  genuine 

CALL  OR  WRITE  TODAY 
AND  GET  THE  FACTS. 


NUMISMATIC 
WHOLESALERS  ICTii 

 LTD  

22 1  Boston  Post  Road,  Suite  260 
Marlboro.  MA  01752 


1-800-221-7433 

In  Mass.  61 7-485-7433 


Featuring  Select  Quality  Rare  Coins  - 
not  random  quality  graded  by  NNCS, 
ANACS  and  PCGS. 
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Forbesi  

Lake  oj$he 

OUR  LAKELAND  PARADISE 
AWAITS  YOU 

Your  own  vacation  land  on  the  fabulous 
Lake  of  the  Ozarks  in  Central  Missouri. 
12,800  acres  of  scenic  paradise. 

Forbes  Inc.,  publishers  of  Forbes  Maga- 
zine, through  its  subsidiary.  Sangre  de 
Cristo  Ranches  Inc.,  is  offering  the  oppor- 
tunity of  a  lifetime  for  you  to  acquire  one  or 
more  acres  of  our  choice  Missouri  lakeland 
among  the  breathtaking  "hills  'n'  hollers" 
country  of  the  Lake  of  the  Ozarks. 

All  our  homesites,  including  lake  front 
and  lake  view,  will  be  a  minimum  size  of 
one  acre — ranging  to  over  three  acres. 
Cash  prices  start  at  $6,000.  One  or  more 
acres  of  this  incredibly  beautiful  lakeland 
can  be  yours  for  the  modest  payment  of 
$60  per  month,  with  easy  credit  terms 
available. 

For  complete  information,  including  pic- 
tures, maps  and  full  details  on  our  liberal 
money-back  and  exchange  privileges, 
please  write  to:  Forbes  Lake  of  the  Ozarks, 
Box  157,  Warsaw,  Missouri  65355 
Obtain  ;he  Property  Report  required  by  Federal  law 

and  read  it  before  signing  anything  No  Federal 
agency  has  judged  the  merits  or  value,  if  any.  of  this 
property  Equal  Credit  and  Housing  Opportunity 
Not  an  offer  or  solicitation  in  those  states  where  the 
property  is  not  registered 


Where's  the  repair  man? 

Sir:  Your  cover  story  on  repair  service 
(////)'  14)  left  the  impression  that  only 
large  companies,  such  as  GE  and 
Sears,  are  able  to  offer  consumers 
quality  repair  work.  This  is  not  true. 

I  have  sought  out  honest,  compe- 
tent tradespeople  on  behalf  of  other 
consumers  in  need.  We  have  amassed 
over  250  members  in  our  southern 
California  organization.  Their  names 
and  information  about  their  company 
are  given  as  part  of  a  free  community 
referral  service.  The  key,  however,  is 
that  they  are  thoroughly  screened  be- 
fore they  are  eligible  for  referral. 
— Limki  Ilamni 
Presickmt, 

The  H  OM  ES.  Guild,  Inc. 
Westlake  Village,  Calif. 

Sir:  At  Ford,  service  satisfaction  has 
improved  by  25%  since  1980.  We  rec- 
ognize the  obligation  to  keep  on  im- 
proving until  "car  repair  woes"  be- 
come a  whisper  rather  than  a  cliche. 
— Lee  R.  Miskowski 

National  Senice  Development  Manager, 
Ford  Motor  Co. 
Dearborn,  Mich 


Purchases,  not  loans 

Sir:  Forbes  (June  16)  reported  that  the 
Schottenstein  families  were  "lending 
about  $100  million — secured  by  re- 
ceivables, work  in  progress  and  inven- 
tories— to  Sharon  [Steel]."  The  trans- 
actions referred  to  in  the  article  in  fact 
involved  a  purchase  by  one  of  the 
Schottenstein  companies  of  Sharon 
Steel  Account  Receivables  and  the 
purchase  of  slab  steel  from  a  third 
party.  Neither  of  these  transactions 
involved  any  loan  from  the  Schotten- 
steins  or  any  entity  owned  by  them. 
The  total  transaction  involved  less 
than  half  the  amount  reported. 
— Irnng  Harris; 

Porter.  Wright,  Morris  &  Arthur 
Cincinnati.  Ohio 


Perspective 

Sir:  As  American  businessmen,  we  all 
earnestly  grapple  with  the  very  real 
current  issues  which  tend  to  divide 
Japan  and  the  U.S.  But  as  a  father  of 
four,  I  truly  believe  we  must  also  rec- 
ognize and  move  to  promote  the  more 
global  and  common  issues  which 
should  unite  us — and  will  surely 


eclipse  in  the  longer  run  the  trade 
imbalance  and  other  current  issues. 

— -John  E.  Benidt 

President  and  ChieJ  Executive 

OJJicer,  Intenmtional, 
AT&T 

Basking  Ridge,  NJ. 


They're  "Tools,"  too 

Sir:  Our  common  philosophy  is 
summed  up  in  this  quote  (below), 
which  I  presented  to  you  when  you 
were  in  Vancouver  (Fact  and  Com- 
ment, Aug.  11)  Our  Provincial  Govern- 
ment could  well  share  the  epithet 
"Capitalist  Tool"! 
— Honorable  Patrick  L  McGeer 
Minister  of  Interymtional  Trade, 

Scietjce  and  Investmetit, 
Province  of  British  Columbia 
Victoria.  B  C 


iiverything  in  excess/ 
Jo  enjoy  the  flavor  of  life, 
rake  bij  bias. 
cHoderaam-  is  for  monks. 
Speaai^twn  is  fvr  insects.  " 


Unit  investment  trusts 

Sir:  Ben  Weberman  |alleges]  (June  30) 
that  investment  firms  which  sponsor 
unit  investment  trusts  are  (mislead- 
ing) the  public.  The  difference  be- 
tween current  return  and  yield  to  ma- 
turity on  tax-exempt  bonds  is  ex- 
plained in  detail  in  Nuveen 
prospectuses. 

Since  a  unit  investment  trust  typi- 
cally is  composed  of  somewhere  be- 
tween 10  and  35  bond  issues  with 
varying  maturity  dates,  there  is  no 
single  maturity  date  to  which  yield 
can  be  calculated.  Furthermore,  the 
average  maturity  of  the  portfolio 
changes  as  bonds  are  removed  upon 
call  or  maturity  or  due  to  a  change  in 
credit  quality. 

Unit  trust  sponsors  have  not  used 
premium  and  discount  bonds  in  trusts 
to  mislead  investors  regarding  the  re- 
turn and  cost  of  their  investments. 
Today's  extensive  use  of  high-premi- 
um and  deep-discount  bonds  is  the 
result  of  the  confluence  of  two  factors: 
tax  reform  uncertainty  and  the  inter- 
est-rate decline  of  the  last  nine  months. 

To  avoid  tax  complications  that  are 
unknowable  until  a  tax  reform  law  is 
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enacted,  many  sponsors,  Nuveen  in- 
cluded, are  using  only  pre- 1986  bonds 
in  unit  trusts.  Since  they  are  selling  at 
a  premium,  sponsors  such  as  Nuveen 
are  balancing  portfolios  with  discount 
bonds  or  zero  coupon  bonds. 
— Richard  J.  Fmnke 
Presidejit  and  Chief  Executive  Officer, 
John  Nuveen  &  Co.,  Inc. 
Chicago,  III. 


Quick  profit? 

Sir:  Eastern  is  asking  a  $10  fee  from 
each  applicant  for  flight  attendants. 
Can  you  imagine  the  eager  young  men 
and  women  sending  in  their  money  to 
apply  for  a  job?  This  sure  beats  selling 
airline  tickets. 
— Paul  II.  Fine 
Rochester.  N.Y. 


EASTERN 

1000 

FLIGHT  ATTENDANT 
OPENINGS 

Because  we  are  expanding,  we  are  hiring 
1.000  Flight  Attendants  You  could  be  one  of 
them. 

Do  you  want  to  travel?  Visit  London.  Buenos 
Aires,  the  Caribbean  Islands  and  all  the  cities 
in  the  USA  Do  you  want  to  be  based  in  NEW 
YORK.  NEWARK.  Boston.  Washington.  DC. 
Atlanta  or  Mian^i? 

Are  you  19  or  more  years  of  age?  Are  you 
trim,  weight  in  proportionvlo  height?  5'2"  to 
6'2"?  Vision  corrected  to  20/40?  Are  you 
interested  in  first  year  compensation  of 
approximately  $14,000  while  you  travel  the 
world  (or  "FREE"? 

If  so.  act  today.  Send  a  non -refundable 
$10  00  application  processing  fee,  together 
with  your  name  and  address  and  stamped, 
self-addressed  envelope  to:  EASTERN  AIR- 
LINES. Flight  Attendant  Recru-llng-MIALK. 
P  O  Box  526806.  Miami.  FL  33152-6806.  NO 
PHONE  CALLS.  PLEASE. 

An  Equal  Oopo^unity  Employ*' 


Capital  liqueur 

Sir:  The  name  Grand  Marnier  ap- 
peared entirely  in  lower  case  in  your 
list  of  flavors  Baskin-Robbins  uses  in 
its  ice  creams  (July  28)  We  see  it  as  a 
definitely  upper-case  product.  It  is  the 
most  popular  French  liqueur  in  the 
U.S. — and,  in  fact,  in  the  world. 
— Richard  E.  McEvoy 
Vice  President  Sales  &  Marketing, 
Carillon  Importers  Ltd. 
Teaneck,  N.J. 


South  Africa 

Sir:  Since  Ted  Kennedy  seems  so 
strong  in  his  views  about  South  Afri- 
ca, I  think  I  have  a  partial  solution  to 
the  problem.  Let  Senator  Kennedy  in- 
vite Mr.  Botha  to  dinner.  Then  let  him 
drive  him  home. 
— Ik'nr\'K  Griesrmm 
Netr  )(>rk.  N)' 


52 

GOODDEJ^ 
ON  HIRING, 

FIRING, 
AND  MORE 


accountemps 


Free  booklet  now  available  from  Accountemps,  the 
world's  largest  temporary  service  specializing  in 
accounting,  bookkeeping  and  data  processing.  Contact 
one  of  100  Accountemps  offices  on  three  continents, 
or  write;  Accountemps,  Administrative  Services  Dept., 
522  Fifth  Avenue,  New  York,  NY  10036 


©  1986  Robert  Half  International  Inc    All  offices  independently  owned  and  operated 
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Time  is  what  you've  made  it]' 


The  Concord  Grand  Precision  Watch,  by  any  stan- 
dard, is  aptly  named. 

It  is  certainly  precise.  Endowed  with  a  double 
quartz  movement,  the  world's  most  accurate,  it  keeps 
time  with  a  variance  of  just  ten  seconds  a  year. 

To  protect  that  accuracy,  it  has  a  water-tight  case. 


enhanced  by  a  scratch-proof  sapphire  crystal. 

When  you  characterize  the  Grand  Precision  as 
grand,  the  argument  carries  even  more  weight.  Solid 
18K  gold  weight— from  the  case  to  the  dots  on  the 
dial.  Crafted  completely  by  hand  in  Switzerland  for 
$7500.  Precisely 


CONCORD 


For  brochure  send  $3  to  Concord,  Dept.  FB,  650  Fifth  Ave.,  N.Y.,  N.Y.  10019. 


"With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


WE'RE  IMPORTING  MORE  FARM 

For  years  our  farm  exports — particularly  grams — have 
been  major  offsets  to  burgeoning  imports.  Not  so  last  May 
and  June.  And  the  prospects  for  the  year  are  grim. 

From  being  the  world's  breadbasket,  the  U.S.A.  is  on  its 
way  to  becoming  a  net  importer  of  farm  products. 

Decline  of  exports  has  wreaked  havoc  in  the  farm  belts. 
Farmland  values  are  dropping.  Ditto  farm  equipment,  fer- 
tilizer, chemicals  and  the  whole  spectrum  of  related  busi- 
nesses. The  Labor  Department  estimates  agriculture  af- 
fects directly  one  in  every  five  U.S.  jobs. 

Largely  as  a  result  of  American  farm  technology  assis- 
tance, such  formerly  great  food  importers  as  China  and 


PRODUCTS  THAN  WE  EXPORT?! 

India  and  many  others  now  meet  their  own  needs  and,  in 
many  cases,  have  become  food  exporters  themselves.  Agri- 
cultural surpluses  are  major  problems  for  the  countries  of 
NATO,  South  America  and  Asia,  as  well  as  the  U.S. 

Our  politically  potent  food  industry,  a  major  factor  in 
most  states,  is  in  shock.  Congress  is  shook.  Quick  fixes, 
such  as  more  fail-safe  price  supports,  will  burgeon. 

But  those  immensely  expensive  palliatives  have  suc- 
ceeded only  in  enormously  multiplying  that  problem  and 
creating  new  ones. 

What's  the  answer? 

If  you  have  any,  your  country  could  sure  use  them. 


ANYONE  GOING  55  MPH  ON  HIGHWAYS 

is  a  danger  to  safe  motoring. 


TIT  FOR  TAT  AND  THE 

Doing  unto  other  diplomats  what  their  foreign  offices  do 
to  American  representatives  in  their  countries — actually, 
really  doing  it — is  one  of  the  visible  signs  of  the  new 
George  Shultz. 

For  his  first  four  years  as  Secretary  of  State,  the  tactfully 
taciturn  George  suffered  in  high-voltage  D.C.  from  too 
much  tact.  The  highly  visible,  globe-trotting,  forever-re- 
viewing-the-troops  Cap  Weinberger  kept  getting  the  pub- 
lic's eye  and  the  President's  ear  with  views  quite  contrary 
to  those  of  Mr.  Shultz.  The  Secretary  of  Defense  kept 
sounding  off  on  matters  normally  the  responsibility  of  the 
Secretary  of  State. 

Having  overlong  overdone  the  low-profile  bit,  Mr. 
Shultz  is  now  being  effectively  heard  as  well  as  seen  at 
Summits  and  such.  He  seems  actually  to  enjoy  having  his 
say  out  loud.  For  sure,  too,  he's  being  more  listened  to  by 


NEW  GEORGE  SHULTZ 

the  Oval  Office  and  by  his  countrymen. 

In  the  corridors  of  the  U.N.,  as  well  as  in  foreign 
chancelleries,  our  department  of  tit  for  tat,  with  its 
newfound  gumption,  is  gaining  new  respect  for  the  U.S. 
It  is  lessening  discrimination  against  our  government's 
representatives  abroad. 

•  Czechoslovakia  wouldn't  give  several  of  our  diplo- 
mats telephone  service  in  their  apartments  by  holding  up 
the  installation  of  phones?  Okay,  the  telephone  service 
of  some  Czech  diplomats  in  this  country  will  be  held  up. 
Voila — phone  service  in  Prague  for  American  diplomats. 

•  The  Kremlin  shuts  off  about  20%  of  the  Soviet 
Union  to  our  Embassy?  We've  closed  off  20%  of  the  U.S. 
to  their  Embassy  personnel  here. 

The  surfacing  of  Secretary  Shultz  is  all  to  the  good. 
So  far. 


KEEPING  THE  DEAD  ALIVE  COSTS  LIVES  FOR  MANY  LIVING 

It's  a  travesty,  not  a  miracle,  of  modern  medicine  to  keep  For  every  permanently  comatose  Mrs.  Von  Bulow, 

those  brain  dead  and  those  irrecoverably  damaged  and  whose  estate  can  pay  the  vast  cost  of  such  futility,  there 

diseased  breathing  on  interminably  with  high  tech  and  at  are  very,  very  many  others  for  whom  such  basically 

interminable  cost  ('see  Forbes, /i^e  .j,  1985J-  uncaring  "care"  comes  out  of  the  pockets  and  lives  of 
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the  living.  Not  only  the  impoverished  living,  but  in 
attention  and  facilities  and  funding  for  other  treatable, 
curable  people  who  may  lose  such  needs.  Spending  vastly 
to  keep  the  dead  alive  awhile  is  inhuman.  It  mocks  the 
living,  makes  a  travesty  of  medicine. 

*  *  * 


And  have  you  ever  heard  of  anything  more  barbaric  than 
the  force-feeding  of  quadriplegic,  29-year-old  Elizabeth 
Bouvia?  In  continuous  pain  and  helpless,  she  wasn't  even 
permitted  to  starve  herself.  In  the  guise  of  justice  and 
medical  ethics,  it  was  the  ultimate  inhumanity,  until  the 
court  gave  her  her  rights. 


YOU  SHOULD  LIVE  LONG  ENOUGH  TO  DIE  LIKE  THIS? 


In  a  few  long-ago  tribal  cultures,  the  aged  who  were 
physically  over  the  hill  were  turned  out  and,  in  some 
cases,  literally  pushed  over  the  cliff. 

In  civilized  society  such  barbarity  ceased.  In  fact,  in  the 
most  civilized  of  our  oldest  civilizations,  China,  reverence 
for  elders  is  deeply,  embracingly  engrained.  Ancestor  wor- 
ship was  once  verily  a  national  religion. 

In  our  country  today,  when  an  occasional  nursing 
home  or  institutional  abuse  of  the  infirm  old  makes 
headlines,  we're  scandalized.  We  think  it's  a  rare  case. 

But  apparently  the  real  scandal  is  that  sick- 
ening physical  abuse  of  American  old  people 
isn't  rare.  Writes  actor  Kirk  Douglas  in  the  New 
York  Times: 

"I  recently  became  aware  of  a  serious  prob- 
lem in  this  country  while  working  on  a  film 
that  takes  place  in  a  nursing  home  where  the 
patients  are  systematically  abused.  Some  of 
the  abuses  in  the  script  shocked  me,  and  I  ■ 
assumed  they  had  been  exaggerated  for  dramatic  purposes. 
I  was  devastated  when  I  found  out  that  the  reverse  is  true: 
The  abuses  had  been  toned  down  to  make  them  acceptable 
on  television. 

"More  than  I  million  elderly  Americans  are  abused 
every  year,  in  nursing  homes  and  in  their  own  homes,  at 
the  hands  of  unkind  strangers  and  unscrupulous  relatives. 

"Elder  abuse  is  physical.  The  elderly  are  beaten, 
burned,  raped,  deprived  of  food  and  liquids,  or  left  to  die 
in  their  own  waste.  They  are  punished  with  cattle  prods. 
Experimental  drugs  are  slipped  into  their  food  without 
their  knowledge  or  consent. 

"The  elderly  are  killed,  deliberately  or  by  neglect,  by 


people  who  assert  that  the  old  are  better  off  dead  anyway. 

"Elder  abuse  is  emotional.  They  are  told  they  are 
crazy,  tied  to  wheelchairs  in  closets,  forced  to  cat  out  of 
the  dog's  dish.  They  accept  degradation  to  keep  a  roof 
over  their  heads. 

"Elder  abuse  is  financial.  The  Government  used  to  mail 
thousands  of  dollars  of  other  people's  Social  Security  bene- 
fits to  the  Rev .  Jim  Jones  every  month  at  his  camp  in  Guyana, 
and  never  questioned  what  he  was  doing  with  the  money. 
Over  an  1 1  -year  period,  a  woman  embezzled  $  1 73,000  from 
32  elderly  servicemen  living  at  the  United 
States  Soldiers'  &  Airmen's  Home  in  Washing- 
ton. Time  after  time,  older  people  have  granted 
power  of  attorney  to  a  friend  or  relative— who 
then  takes  everything  the  older  person  has. 

"How  has  this  been  allowed  to  happen? 
Nobody  cared— largely  because  in  America, 
'old'  is  a  dirty  word,  and  it  happens  to 
somebody  else. 
"Abuse  increases  by  100,000  new  cases  every  year  since 
1981.  It  took  Congress  100  years  to  pass  a  national  law  on 
child  abuse,  after  the  American  Society  for  the  Prevention 
of  Cruelty  to  Animals  argued  before  the  Supreme  Court 
that  a  child  is  a  member  of  the  animal  kingdom,  too,  and 
thus  is  entitled  to  the  same  rights  as  any  other  animals. 
The  ASPCA  argued  the  case  in  1874;  Congress  passed  the 
law  in  1974." 

With  every  passing  year  more  of  us  move  steadily  to- 
ward the  point  at  which  it  can  happen  to  us.  In  a  few  more 
years,  one  of  every  four  Americans  will  be  over  60. 

Before  you  and  I  are  the  subjects  of  old  age  abuse,  let's 
make  it  a  prime  object  for  eradication. 


FROM  TIME  TO  TIME  AN  ARCHITECTURAL  KNOCKOUT 

dramatically  reminds  us  anew  what  an 
impact  buildings  can  impart. 

Size  has  nothing  to  do  with  a  struc- 
ture's greatness.  In  fact,  too  often  the 
bigger  they  are,  the  duller. 

That  buildings  can  make  one's  spints 
soar  is  demonstrated  anew  by  these  glo- 
rious examples.  They  helped  win  the 
remunerative  ($100,000),  most  presti- 

Pritzkei- Prize  uinner  Gottfi-ied  Bobm's  Catholic  church  gjoug  Pritzker  Architecture  Prize  for 
complex  in  Neriges  (above)  and  tije  headquarters  of 

Zuehlin  House  in  Stuttgart  West  Germany's  Gottfried  Bohm. 
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MUCH  OF  EUROPE'S  PRESS  ABOUT  OUR  ALL  OUT  JULY  4TH 


celebrations  for  the  rejuvenated  Statue  of  Liberty,  as  well 
as  America's  210th  birthday,  was  either  condescending  or 
critical.  And  often  both. 

Among  our  guests  for  that  absolutely  Great  Day  was  a 
writer  from  a  major  German  magazine,  Carl  Schmidt- 
Polex.  In  his  letter  to  us  he  captures  the  real  spirit  of  what 
made  this  July  4th  such  an  exuberant  reaffirmation  of  the 
essence  that  binds  Americans: 

"It  was  an  important  and  remarkable  day  for  me — a 
reporter  and  a  European.  I  was  immensely  impressed  and 
very  touched  by  the  faith  you  Americans  have  in  freedom 
and  liberty,  so  proudly  represented  that  day  by  the  Iron 
Lady  in  the  harbor.  It  is  the  liberty  of  thinking,  of  acting 
and  of  tolerating. 

"Ln  times  when  many  aspects  and  currents  in  Europe 
lead  to  a  drifting  away  from  the  United  States  (I  hope  the 
American  press  did  not  quote  too  many  of  the  arrogant  and 


negative  stories  that  appeared  in  German  papers  about  the 
National  Day  Celebrations),  it  seems  so  very  important  to 
me  that  we  in  Europe  again  adopt  the  meaning  of  liberty  in 
its  truest  sense. 

"My  experiences  of  that  day  have  taught  me  what  the 
Statue  really  means  to  the  Americans,  with  their  memo- 
ries and  hopes  focused  on  that  living  symbol — I  now  can 
understand  what  makes  your  nation  so  strong,  your  people 
and  their  ideals  so  important  to  the  rest  of  the  world. 

"I'd  like  to  express  my  gratitude  for  this  day  in  a  small 
but  important  way:  In  my  writing  and  m  my  actions  I  shall 
continue  to  push  for  a  better  understanding  between  Eu- 
rope and  that  great  nation  of  yours.  Your  hopes  and  your 
ideals  are  ours,  too. 

"We  should  never  let  this  slip  out  of  our  minds  and  out 
of  our  hearts. 

"I  am  proud  to  have  been  a  small  part  of  it." 


A  POOR  YOUNGSTER  WHO  ISN'T  POOR  AT  ALL 


For  almost  eight  decades  Princetonians  have  supported  a 
summer  camp  that  makes  the  experience  available  to 
young  people  who  otherwise  would  never  have  the  oppor- 
tunity because  their  parents  couldn't  afford  it. 

In  a  roundup  of  comments  from  the  kids  of  last  summer 

TOO  QUICK  IS 

often  off  the  mark. 


was  this  one  by  Sharif  Jones,  13,  from  The  Bronx,  New 
York:  "It  was  fun,  but  it  wasn't  better  than  being  at 
home." 

That  should  really  give  Sharif's  mom  and  dad  a  warm 
feeling. 

WHEN  YOU'RE  AT  YOUR 

choke  point,  swallow. 


BOOKS 


Thdiislf)lo,s.scjin 
onfhcPlumlnf 

nn)ol;c/\.slor 


#  The  Last  Blossom  on  the  Plum 

Tree — by    Brooke    Astor  (Random 

House,  $16.95).  It's  never  too  late  to 

fall  in  love,  to  love,  to  be  loved.  And  for 

olders,  it's  inevitable,  invariably  the 

fallen-for  are  younger.  In  this  warm, 

fascinating  novel,  the  extraordinary 

Brooke  Astor  brings  alive  a  period — 

1928 — when  America  was  bubbling  in  prosperity,  illicit 

liquor,  love  and  monied  snobbery.  To  miss  The  Last  Blos- 
sqm  is  to  miss  one  of  the  year's  most  enchanting  blooms. 

Excerpts:  lima  turned  to  the  man  who  was  drowsing 
beside  her  in  the  car.  "Was  Ben  Codway  rich  when  he 
diedl"  she  demanded. 

Wendell  Ponderosa  of  Battle,  Ponderosa,  and  Huddle- 
field  awoke  with  a  jump.  "Why,  yes,"  he  said,  aware  even 
in  his  sleep  that  rich  clients  do  not  like  to  hear  about 
people  richer  than  themselves,  "but  not  as  rich  as  you  and 
James."  .  .  .  Driving  out  to  Rye,  the  two  sisters-in-law  had 
time  to  size  each  other  up.  Emily,  still  alluring  at  forty- 
nine  (the  official  age  she  had  chosen  since  the  death  of  her 
husband),  looked  at  Irma  and  thought  a  woman  will  not 
die  from  lack  of  love  but  she  will  certainly  wilt.  .  .  .  She 
decided  to  wear  her  most  alluring  dress  for  the  dinner  at 


Reggie's — a  clinging  pale  green  beaded  dress  from  Worth, 
which  showed  off  her  figure  seductively  but  discreetly. 
"Bosoms  should  be  seen  by  appointment  only,"  Ben  had 
always  said.  She  put  some  perfume  behind  her  ears  and  a 
long  string  of  pearls  that  disappeared  into  her  decolle- 
te. ..  .  After  graduation,  foe  declared  that  he  did  not  want 
to  go  into  business  but  wanted  to  be  a  writer.  His  father 
was  disgusted  and  gave  him  a  small  allowance,  saying, 
"Remember,  because  you  have  a  checkbook,  it  doesn't 
mean  that  you  have  money  in  the  bank." 

All  American — by  Burk  Uzzle 

(St.  David's  Books,  Inc. /Aperture, 

$30).  The  oddballs,  snapped  by  a 

photographer  who's  been  hitting 

the  American  road  for  a  decade. 

Excerpt:  From  the  foreword  by 
Martha  Chahroudi:  These  photo- 
graphs are  loud,  energetic,  flashy, 
shining  with  chrome  and  glitter. 
Uzzle's  Americans  announce 
themselves  grandly.  The  photographs  iheinsclvcs  bdvc  a 
surface  gloss  that  picks  up  the  pace  and  juices  up  the 
action.  Uzzle  offers  us  a  bright  feeling  of  hope  and  exuber- 
ance, and  at  the  same  time,  he  is  eminently  down  to 
earth,  and  for  that  we  owe  him  great  thanks. 
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Other  Comments 

Often  comments  hy  others  stimulate,  irritate, 
abuse  or  amuse  this  editor's  mind.  -MSF 


Scared  Silly 

"What  we're  talking  about  here," 
said  Donna  Rasky,  who  was  leafing 
through  a  booklet  entitled  U.S.A. 
Tours  at  the  Liberty  Travel  officC;  "is 
stupid  vacations  on  a  massive  scale. 
People  are  going  to  all  these  strange 
places  because  they  are  scared.  Alaska 
is  the  in  place,  know  what  I  mean? 
You  can't  even  go  there.  It's  booked." 

|Said]  Steven  Heydt,  of  Liberty 
Travel,  "The  travel  business  is  off 
substantially,  but  the  good  side  is  that 
the  few  people  going  to  Europe  are 
treated  like  royalty."  One  travel  agent 
said  that,  on  a  recent  trip  to  Paris,  he 
had  been  treated  "like  Rambo,  for 
having  the  guts  to  fly  there." 
—William  E.  Geist,  New  York  Times 

Liberal  Arrogance 

America  can't  afford  to  be  starry- 
eyed  about  the  world.  We  are  unrealis- 
tic when  we  feel  that  any  success  any- 
where in  the  world,  not  only  by  the 
Soviets  and  their  avowed  allies,  but  by 
any  kind  of  revolutionary  force,  is  a 
defeat  for  us  that  should  be  resisted 
and  reversed. 

What  is  the  greater  arrogance,  liber- 
als who  won't  intervene  unless  the 
country  has  a  spotless  human  rights 
record,  or  conservatives  who  advocate 
military  intervention  regardless  of  the 
people's  wishes?  In  the  end,  we  have  a 


right  to  look  after  our  regional  inter- 
ests. Working  with  existing  regimes 
to  protect  our  national  strategic  inter- 
ests may  seem  like  arrogance,  and  it 
may  not  work,  but  I  find  the  liberal 
stance  more  arrogant. 
— Editor-in-Chief  Henry  Grunwald, 
Time  magazine,  in  M 

Normal  vs.  Average 

Suppose  all  lions  were  smitten  with 
a  plague  which  caused  them  to  lose 
their  manes.  The  average  lion  would 
then  be  without  a  mane.  But  the  nor- 
mal lion  would  still  retain  one — de- 
spite lacking  the  privilege  of  exis- 
tence. In  such  circumstances  all  exist- 
ing lions  would  be  abnormal. 
— Sexual  Desire:  A  Moral  Philosophy 
of  the  Erotic,  by  Roger  Scruton 

Liability  Lunacy  VII 

We  are  gradually  becoming  a  nation 
of  timid  souls.  Schools  and  towns  can't 
afford  liability  protection  so  they  have 
removed  diving  boards,  jungle  gyms, 
and  anything  that  might  result  in  an 
accident  and  a  tremendous  court  set- 
tlement. Any  active  pastime  is  in  jeop- 
ardy. A  friend  in  Wichita,  Kans.  told 
me  that  Cessna  Aircraft's  insurance 
just  doubled  to  $42  million  a  year.  Of 
course,  the  bite  will  be  passed  on  and 
added  to  the  retail  price  of  the  aircraft. 


Watch  the  light  aircraft  industry  fly 
overseas,  and  much  of  the  blame  goes 
to  the  horrendous  jury-trial  gifts 
passed  out  by  12  simple  people  who 
never  flew  a  plane,  drove  a  motorcycle, 
or  dove  off  a  high  board. 

—Jack  Mercer,  Northeast  RIDING 

Britain's  Tops 

Our  industry  may  be  running  down, 
our  countryside  besmirched  with  lit- 
ter, our  international  reputation  fad- 
ing, our  Empire  gone.  But  when  it 
comes  to  putting  on  a  pageant,  no 
other  nation  comes  anywhere  near  us. 
— The  Daily  Mirror,  London, 
commenting  on  the  wedding  of 
Prince  Andrew  and  Sarah  Ferguson 


Everyone  today  is  "dear" 
or  "darling"  or  "old  man" 
or  *^ella"  or  "pal"  on  imme- 
diate acquaintance,  and 
nobody  has  a  last  name. 

— Russell  Lynes,  Arcbitectural  Digest 


Cure,  Kill  and  God 

If  it  is  for  God  alone  to  decide 
when  we  shall  live  and  when  we 
shall  die,  then  we  "play  God"  just  as 
much  when  we  cure  people  as  when 
we  kill  them. 

— The  End  of  Life:  Euthanasia  and 
Morality,  by  fames  Rachels 

Ma-ku-do-na-ru-do 

when  you  market  Western  prod- 
ucts in  Japan,  you  should  never  identi- 
fy which  country's  products  they  are. 
You  sell  Dior's  name,  not  France.  You 
sell  McDonald's,  not  the  U.S.  That  is 
why  I  never  allow  my  employees  to 
put  up  an  American  flag  at  McDon- 
ald's restaurants  in  Japan. 

Some  years  ago,  a  group  of  Japanese 
boy  scouts  visited  Chicago  to  attend  a 
world  congress.  They  were  astonished, 
and  pleased,  to  find  "Ma-ku-do-na-ru- 
do"  in  Chicago.  Those  boys  just  did 
not  realize  that  America  was  the  birth- 
place of  McDonald's  hamburgers. 

— Den  Fujita,  president, 
McDonald's  Co.  (Japan),  Ltd., 
at  the  Foreign  Correspondents' 
Club  of  Japan 

Tired  Turkey 

Twenty-four-hour  room  service 
generally  refers  to  the  length  of  time 
that  it  takes  for  the  club  sandwich  to 
arrive. 

— Fran  Lebowitz,  Social  Studies 


".S<'/<..,.  <  ::  i/h'rc.  I'lUnck'.  L>  ihv  /<  /  //.^  I  iii-<L  li  sa/i's^ 
I  want  you  to  find  that  key,  Patrick,  and  bring  it  to  me. " 
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YOU  COULD  SAVE  A  BIG 
FIFTY  DOLLARS  ON  THE  NEW 
QUIETJET  PLUS  PRINTER? 

If  your  old  printer  is  beginning 
to  sound  like  an  industrial  cliain 
saw,  you  should  give  a  listen  to  the 
new  Quietjet  Plus  printer  from 
Hewlett-Packard.  It  gives  you  quiet 
operation  and  superb  printing  qual- 
ity at  a  very  affordable  price.  And 
for  a  limited  time,  you  can  get  a  $50 
rebate  on  any  Quietjet  Plus  you  buy. 

Just  visit  your  HP  dealer  for  a 
Quietjet  Plus  demonstration.  You'll 
see  its  near  letter  perfect  printing 
quality.  And  how  its  wide  carriage 
lets  you  print  a  wide  range  of  docu- 
ments, from  short  memos  to  long 
spreadsheets.  You'U  hear — or 
almost  hear — how  incredibly  quiet 
it  is.  So  quiet  that  you  can  carry  on 
a  normal  telephone  conversation 
without  being  disturbed. 

The  Quietjet  Plus  represents  the 
kind  of  business  computing  inno- 
vations you've  come  to  expect  from 
the  company  that  never  stops 
asking,  "What if...?" 

So  if  your  printer  is  breaking  the 
sound  barrier,  just  call  1 800  367-4772, 
Dept.  687R  for  the  Hewlett-Packard 
dealer  nearest  you. 


WJSi  HEWLETT 
mi'liM  PACKARD 

Business  Computing  Systems 


Offer  expires  9/30/86.  Rebate  availablewfien  submitted  witti  proof  of  purchase  and  official  form  avail- 
able at  participating  dealers  and  from  HP  sales  reps.  Void  wtiere  taxed,  restricted  or  forbidden  by  law. 
©  1986  Hewlett-Packard  Company  PG603FB8 


umG  DISmiKE 

SOQUET 
YOU  CAN  HEAR. 


^^^^^^^^^^^^^^^^^^^ 


APINDROR 


To  test  the  sound  quality  of  our  new  fiber  optic  line,  we  literally  dropped  a  pin  in  Chicago 
and  actually  heard  it  over  the  phone  in  Dallas.  A  distance  of 799  miles, 
it  That  s  the  magic  of  US  Sprinf"  fiber  optics.  Pure  sound  quality.  None  of  the  typical 
hiss,  static  or  other  annoyances  you've  been  forced  to  accept  when  you  call  long  distance 
over  the  older  lines  of  AT&I 

•^--v  And  independent  tests  showed  that  3  out  of  5  business  people  preferred  the  superior 
sound  quality  of  US  Sprint  s  fiber  optic  lines  over  AT&T.  On  the  very  first  call. 

That  s  why  we're  building  what  will  be  the  first  100%  fiber  optic  long  distance  company 
aaos$  i^erft:a*5o  start  saving  now  by  calling  US  Sprint  today  Where  fiber  optics  gives 
^yotliSi^iex^  and  qiiiet  you  can  actually  hear  a  pin  drop.  Call  1-800-5276972. 


US  Sprint 


'  '-^i'  -^^V^     "SOUNDS  ll«  YOU'RritlCHT  MEn  DOOR:' " 

^iSBH  us  Sprint  Communications  Company.  «  Sprint  is  a  registered  trademark  of  US  Sprint  Communications  Company. 


Fact  and  Comment  11 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


DEMOCRATS  HAVE  DEMANDED 


that  the  Reagan  Administration  turn  over  internal  memo- 
randums that  William  Rehnquist  wrote  when  he  was  a 
high-ranking  Justice  Department  official  during  the  Nixon 
Administration,  claiming  these  documents  are  crucial  for 
understanding  his  personal  views  concerning  civil  liber- 
ties, civil  rights  and  wiretapping. 

The  Administration  was  initially  right  to  say  "no"  to 
these  grandstanders. 

The  ploy  was  meant  to  embarrass  the  White  House 
(which  wouldn't  release  these  papers  at  first  because  of  the 
doctrine  of  executive  privilege).  Rehnquist's  opinions  on 
these  issues  at  that  time  are  no  mystery.  For  instance, 
Democrats  can  look  at  testimony  Rehnquist  gave  to  the 
Senate  a  decade  and  a  half  ago. 

While  at  the  Justice  Department,  Rehnquist  made  no 
secret  that  he  was  a  strong  advocate  of  wiretapping  and 
other  forms  of  surveillance.  In  early  1971,  when  the  Senate 
was  considering  safeguards  against  the  Nixon  Administra- 


tion's aggressive  "information-gathering"  activities, 
Rehnquist  declared,  "We  will  vigorously  oppose  any  legis- 
lation which  would  effectively  impair  this  extraordinarily 
important  function  of  the  federal  government." 

He  dismissed  senatorial  misgivings  about  possible 
abuses;  "Self-discipline  on  the  part  of  the  Executive 
branch  will  provide  an  answer  to  virtually  all  of  the  legiti- 
mate complaints  against  excesses  of  information-gather- 
ing." This  on  the  eve  of  the  Watergate  scandals. 

Time  on  the  High  Court  doesn't  seem  to  have  much 
softened  Rehnquist's  views. 

There's  no  need  for  Democrats  to  engage  in  a  publicity- 
seeking  fishing  expedition.  If  they  think  his  dismissive 
attitude  toward  rights  of  privacy  and  civil  liberties  is 
legitimate  grounds  for  opposing  his  elevation  to  the  Chief 
Justiceship,  they  should  be  candid  about  it  and  make  their 
case  before  the  ultimate  bar — public  opinion.  They  might 
find  a  receptive  audience. 


MILKEN  HELPS  SWING  THE  PENDULUM 


More  than  a  half-century  ago,  Adolf  Berle  Jr.  (who  be- 
came part  of  Franklin  Roosevelt's  famous  Brain  Trust)  and 
Gardiner  C.  Means  wrote  a  seminal  work.  The  Modem 
Corporation  and  Private  Property.  Its  thesis:  The  manage- 
ment of  American  business  had  undergone  a  significant 
change.  No  longer  were  large  corporations  run  by 
founders,  by  owners,  by  entrepreneurs,  but  by  what  we 
now  call  "professional  managers,"  people  who  had  little 
stake  in  the  equity  of  the  enterprise.  In  reality,  stockhold- 
ers were  no  longer  in  charge.  They  were  passive;  they 
followed  management's  lead. 

Ever  since,  this  theme  has  been  a  staple  of  economists, 
sociologists,  political  scientists,  not  to  mention  the  busi- 
ness press.  Robber  barons  of  storybook  fame  were  replaced 
by  no-nonsense,  button-down  corporate  executives.  An- 
drew Carnegie  was  out.  Alfred  Sloan  was  in.  Entrepreneurs 
and  family  enterprises  were  regarded  as  relics  of  the  past, 
as  somehow  unscientific  and  inefficient. 

But  in  business  as  in  life,  nothing  stays  the  same. 

The  attitude  toward  entrepreneurs  has  undergone  a  ma- 
jor change.  They're  now  recognized  as  the  major  creators  of 


new  jobs,  as  the  source  of  much  of  our  new  technology. 

How  major  corporations  are  governed  may  be  undergoing 
something  of  a  change,  as  well,  thanks  in  no  small  part  to 
Drexel  Burnham's  extraordinary  Mike  Milken  (see p.  34). 

No  company,  no  matter  how  sizable,  can  be  complacent 
if  its  shares  are  publicly  held.  Milken  has  almost  single- 
handedly  made  it  possible  for  outsiders  to  get  the  financing 
to  pursue  a  corporate  behemoth. 

Suddenly,  to  shore  up  their  stocks  to  make  them  less 
vulnerable  to  a  takeover  offer,  worried  managements  are 
shaking  off  unrelated  or  unprofitable  pieces,  pieces  that 
are  sometimes  sold  to  those  who  have  been  running  them. 
Independent,  these  entities  frequently  do  better.  In  big 
business,  the  proprietor  is  making  a  comeback. 

To  critics,  including  the  Federal  Reserve,  Milken's 
bonds  are  a  disguised  form  of  equity.  The  critics  don't 
realize  that  Milken  has  august  precedent. 

In  the  19th  century,  the  British,  then  the  world's  pre- 
mier financiers,  traditionally  used  bonds  as  their  invest- 
ment vehicle,  realizing  that  he  who  owned  the  debt  of 
these  enterprises,  in  reality,  controlled  them. 


Performance  and  reliability  are  not  incompatible, 
when  both  are  designed  in  from  the  beginning. 


NORTHROP 

Making  advanced  technology  work 

1840  Century-  Park  East,  Los  Angeles,  CA  90067-2199  USA 


What^s  Ahead  for  Business 


Edited  by  Howard  Banks 


THE  NEW  WAVE  OF  HRINGS  AT  THE  TOP 


The  job  squeeze 
has  reached  the 
executive  floor 


To  keep 
that  job,  somehow, 
how  about  a  pay  cut? 


The  survivors, 

too,  will 
feel  some  pain 


All  500  headquarters  jobs  at  RCA  are  to  be  squeezed  out  by  the 
end  of  1987  as  a  result  of  GE's  purchase  of  the  company.  Not  all  of  the 
casualties  will  be  from  the  ranks  of  RCA,  of  course,  but  most  will. 

It's  a  small  example  of  the  new  wave  of  firings  now  rolling  through  the 
economy.  Industry  and  business  sloughed  off  blue-collar  production 
jobs  during  and  after  the  1981-82  recession.  Middle  managers  were 
next.  Now  it  is  the  front  offices'  turn. 

The  rising  number  of  fired  executives  (60%  of  RCA  headquarters  staff 
are  professionals)  has  already  led  to  new  tactics  by  the  riffed. 

Some  executives  who  want  to  be  entrepreneurial,  but  like  the  idea  of  a 
security  blanket  in  the  form  of  backup  advice  and  services,  have  rushed 
to  franchisors  (see  p.  134)  for  a  second  career. 

Economist  Gary  Schilling  thinks  front-office  types  needn't  lay 
their  heads  on  the  block  without  a  fight.  A  near-top  executive  of  a 
certain  age  (over  50,  say,  and  making  $75,000  to  $140,000  a  year)  facing 
an  ax  should,  he  says,  parry  by  offering  to  take  a  pay  cut. 

Behind  Schilling's  proposal  lie  certain  side  effects  of  the  tax-reform 
package  being  thrashed  out  in  Congress.  The  proposed  cut  in  the 
corporate  profits  tax  from  46%  to  33%  to  35%  increases  by  one- 
quarter,  in  effect,  the  aftertax  cost  of  employment  to  the  corporation. 
The  higher  the  pay,  the  greater  the  corporation's  potential  saving  in 
cutting  out  a  top  job. 

So,  says  Schilling,  offer  to  accept  a  pay  cut  to  leave  the  net  cost  of 
employment  roughly  the  same  as  now.  The  proposed  lowering  of  the 
personal  tax  rate  would  ease  the  net  effect  of  a  pay  cut. 

However  they  manage  it,  top-level  executives  who  survive  will 
feel  pain  of  some  kind  by  the  adoption  of  other  tax-reform  proposals, 
notes  Thomas  Paine  of  consultants  Hewitt  Associates. 

Compensation  of  higher-paid  executives  is  under  attack  in  the  form  of 
limits  on  how  much  can  be  paid  on  top  earners'  pension  schemes,  on 
401-K  savings  plans  and  on  early  retirement  deals.  Stock  options  are 
under  threat,  too. 

And  top  earners  may  be  taxed  on  their  benefits  (pensions,  medical,  life 
insurance,  etc.),  if  the  benefits  are  worth  more  than  those  available  to 
all  company  employees,  excluding  part-timers  and  those  covered  by 
union  agreements. 

There  are  other  signs  of  pressure  on  top  jobs.  The  Hay  Group's  annual 
executive  pay  survey  of  more  than  400  companies,  for  example,  shows 
some  interesting  divergences.  Financial  and  banking  executives  got 
6%  to  11%  increases  in  pay  and  bonuses  in  the  12  months  to  May 
1986,  but  most  industrial  executives  got  much  less — as  little  as  3%  for 
the  group  most  vulnerable  to  firing,  earning  up  to  around  $140,000. 

Life  at  the  top,  obviously,  is  not  what  it  once  was. 


The  Forbes  Index 
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Hello,  old  friend.  Manufacturing,  wljich  has  been  ailing  of 
late,  may  soon  pick  up  some  steam.  Why?  Despite  a 
substantial  drop-off  in  new  defense  orders,  orders  for  dura- 
ble goods  increased  0.1%  during  June,  while  inventories 
were  reduced  by  0.2%.  The  result  was  a  1%  rise  in  the 
ratio  of  new  orders  to  inventories,  the  first  increase  since 
February.  This  helped  drive  up  the  Forbes  Index  0.3% 


'preliminan-  trevised 

during  the  latest  reporting  period. 

Also  forcing  up  the  Index  were  the  Consumer  Price 
Index  and  personal  income,  which  increased  by  0.5%  and 
0.3%,  respectively,  from  May  to  June.  Since  January, 
however,  consumers  have  fared  much  better  as  personal 
income  has  increased  by  1.8%,  while  the  CPI — depressed 
by  low  energy  prices — has  fallen  by  0.2%. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  senes  are  presented  at  right 
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We  could 
tell  you 
all  about  our 
strengths 

in 

investment 
banking,  but. . 


Talk  is  cheap. 

The  real  proof  ot  a  bank's  strength 
lies  in  its  pertormanc  e— in  the  actual 
deals  it  puts  together. 

At  Chase,  we've  been  putting  to- 
gether impressive  deals  for  years— from 
being  the  first  U.S.  bank  to  raise  a  domes- 
tic Swiss  Franc  bond  issue,  to  the  recently 
financed  power  project  in  the  People's 
Republic  of  China.  Fact  is,  our  perform- 
ance places  us  among  the  best  in  the 


world  of  investment  banking. 

What  gives  us  our  edge? 

It's  a  combination  of  characteristic 
no  other  bank  has. 

For  starters,  there's  our  sheer  size 
and  strength.  No  investment  bank  (or 
any  other  type  bank  for  that  matter)  ha 
both  the  customer  and  capital  base  tha 
Chase  does. 

Add  to  that  our  fully  integrated  glc 
network.  This  is  especially  important  v\ 
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y's  increasingly  complex  deals  involv- 
nore  and  more  multi-national  partici- 
s. 

And  then,  of  course,  there  are  the  Chase 
)le.  People  with  expertise  in  all  fields, 
1  mergers  and  acquisitions,  to  swaps, 
e  finance,  and  electronic  banking. 
)le  capable  of  working  in  partnership, 
their  clients  and  with  one  another, 
'twork  of  bankers  able  to  work  quickly 
leet  customer  needs. 


This  total  global  banking  capability  that 
integrates  size,  international  network,  spe- 
cialized industry  knowledge  and  the  broad- 
est range  of  investment  banking  products  is 
what  sets  Chase  apart  from  other  financial 
institutions  around  the  world. 

But,  without  execution,  all  of  that 
would  just  be  talk.  If  you  want  real  proof  of 
what  we  can  do,  just  take  a  look  at  some 
of  the  deals  we've  put  together. 

They  speak  for  themselves. 


Ibrbes 


How  do  Japanese  manufacturers  cope  with  a  150-to-the-dollar 
yen?  Innovate,  cut  costs,  move  some  operations  abroad.  Execu- 
tives like  Katsutaro  Kataoka  have  taken  worse  setbacks  in  stride. 

"A  barbarian 
personality" 


By  Andrew  Tanzer 

WE  COULD  HANDLE  200  yen 
[per  dollar],  but  at  180  we 
can't  produce  some  labor-in- 
tensive products  in  Japan  any  longer," 
says  Katsutaro  Kataoka.  The  presi- 
dent of  Japan's  Alps  Electric  Co.  is 
already  talking  about  importing  from 
Korea,  where  Alps  has  a  joint  venture 
with  Gold  Star,  and  from  Taiwan, 
where  Alps  manufactures  with  Ta- 
tung.  He's  stepping  up  his  manufac- 
turing operations  in  the  U.S.  And  he's 
doing  what  the  Japanese  always  do 
when  under  siege:  try  a  little  harder. 

Does  the  brand  name  Alps  ring  a 
bell?  Probably  not.  But  open  your  TV, 
VCR  or  stereo  and  you're  bound  to 
find  Alps  parts.  Alps  Electric  Co.  of 
Japan  is  the  world's  largest  indepen- 
dent maker  of  electronic  components. 
Annual  sales  are  $2  billion.  That's  one 
awful  lot  of  switches,  tuners  and  mag- 
netic heads. 

Alps  is  suffering  from  the  fast- 
climbing  yen.  In  the  year  that  ended 
Mar.  31,  sales  dropped  5%  and  profits 
went  down  51%,  to  $50  million. 

Since  the  yen  began  to  spiral  last 
September,  Alps  has  cut  component 


prices  5%,  almost  all  the  cuts  coming 
out  of  profits;  physical  volume  has 
remained  high.  Thus  the  sharp  de- 
cline in  net  profit  margins  from 
around  5%  to  2.5%.  Kataoka  predicts 
only  a  modest  recovery:  a  12%  in- 
crease in  profits  on  a  3%  rise  in  sales 
in  the  fiscal  year  beginning  in  April. 

But  don't  count  Alps  out.  Compa- 
nies like  Alps  are  the  unsung  heroes 
of  Japan's  consumer  electronics  on- 
slaught. Their  ability  to  crank  out  bil- 
lions of  cheap,  quality  parts  lies  be- 
hind the  global  success  of  the  audio- 
and  videomakers.  But  it  hasn't  earned 
them  much  respect.  "Components 
manufacturers  in  Japan  feel  like  they 
are  second-class  citizens,"  comments 
Matt  Aizawa,  who  follows  the  down- 
trodden industry  for  Morgan  Stanley 
in  Tokyo.  "They're  always  bowing  to 
the  Hitachis  and  Matsushitas." 

But  Kataoka  is  not  bowing  so  deeply 
these  days.  The  end-product  manufac- 
turers are  leaning  on  him  to  lower 
prices,  but  he  is  leaning  back.  He  is 
demanding  that  the  setmakers  raise 
prices  in  foreign  markets,  rather  than 
force  partsmakers  to  bear  most  of  the 
brunt.  In  the  Japanese  fashion,  there 
will  almost  certainly  be  compromise. 


Certainly  the  setmakers  need  Alps  as 
badly  as  Alps  needs  them. 

Instead  of  simply  taking  orders 
from  the  setmakers,  Alps  now  often 
initiates  the  design  of  new  compo- 
nents. So  much  so  that  the  company 
is  called  a  components  supermarket 
in  the  electronics  industry.  For  exam- 
ple, when  JVC  launched  a  new  series 
of  VCRs  recently  it  shopped  at  Alps 
for  switches,  modulators,  volume 
controls  and  magnetic  heads.  Alps' 
switch  catalog  alone  is  as  thick  as  a 
big-city  telephone  book. 

Still  dynamic  and  firmly  in  control 
at  age  70,  Katsutaro  Kataoka  founded 
the  firm,  then  called  Kataoka  Electric, 
in  1948  with  SI, 400  borrowed  from 
his  family.  A  mechanical  engineer  by 
training,  he  left  Toshiba  bitten  by  the 
entrepreneurial  bug.  "I  have  a  strong 
personality,  like  a  barbarian,"  he  says. 
"I  couldn't  adjust  to  such  a  huge  or- 
ganization." He  still  owns  2.2%  of  the 
stock  (worth  $43  million),  traded  on 
the  Tokyo  stock  exchange. 

In  the  early  years  Alps  relied  heavi- 
ly on  U.S.  technology;  In  1967  Alps 
entered  a  joint  venture  with  Motorola 
to  produce  car  stereos.  In  1978  the 
Japanese  company  bought  out  its  part- 
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Alps  Electrics  founder  and  presidetU,  Katsntaro  Kataoka,  in  his  Tokyo  office 

Components  manufacturers  in  Japan  are  always  bowing  to  the  Hitachis  and  Matsushitas. 


Eihan  Hoffman/Archive 


ner's  stake  and  changed  the  name  of 
the  subsidiary  to  Alpine  Electronics. 
Today  Alpine,  which  sells  under  its 
own  name,  is  one  of  the  leading  mak- 
ers of  luxury  car  audio  systems  in  the 
world,  counting  Honda,  GM,  Chrys- 
ler, BMW  and  Volvo  among  its  cus- 
tomers. Alpine  is  building  a  factory  in 
Greenwood,  Ind.  to  supply  Detroit 
and  Honda's  Ohio  plant. 

Similarly,  Alps  acquired  UHF  tuner 
technology  from  General  Instrument. 
The  rest  the  reader  can  guess:  Today 
Alps  is  the  world's  leading  maker  of 
TV  tuners. 

Not  that  Kataoka  isn't  grateful  to 
the  company  that  taught  it  the  busi- 
ness. Next  to  his  desk  in  his  spartan, 
cramped  office  hangs  a  portrait  of 
Monte  Cohen,  a  former  vice  chairman 
of  General  Instrument.  Kataoka  calls 
him  his  mentor  and  waxes  nostalgic 
about  the  "good  old  days"  in  the  U.S. 
"I've  leamed  so  many  things  from  the 
U.S.,  such  as  quality  control,  but  com- 
pared with  20  to  30  years  ago,  I  feel 
the  U.S.  has  grown  lazy." 

Kataoka  clearly  hasn't.  Alps'  head- 
quarters, in  the  industrial  outskirts  of 
Tokyo,  is  a  shabby  former  factory.  But 
don't  be  deceived.  The  money  goes 


into  the  plants,  which  are  spacious 
and  fitted  with  state-of-the-art  equip- 
ment, almost  all  designed  and  built 
in-house. 

Take  the  car  stereo  plant  in  north- 
ern Japan:  automatic  warehousing 
and  robots  to  solder,  tighten  screws, 
test  the  cassette  decks  and  make  ad- 
justments. The  number  of  workers  on 
the  50-meter-long  assembly  lines  has 
been  reduced  from  34  to  8  over  the 
past  four  years.  Overall,  Alps'  sales 
have  grown  sixfold  over  the  last  de- 
cade, compared  with  a  50%  increase 
in  employees. 

Kataoka  makes  extensive  use  of 
subcontractors.  The  company's  fac- 
tories are  situated  mainly  in  relative- 
ly underdeveloped  northern  Honshu, 
where  it  is  easy  to  build  up  a  web  of 
exclusive  subcontractors  to  turn  out 
labor-intensive  marginal  parts. 

Kataoka  also  has  steered  Alps'  suc- 
cessful drive  into  computer  peripher- 
als. Armed  with  big  orders  from  Apple 
and  IBM  for  its  5550  (Japanese  lan- 
guage personal  computer),  Alps  has 
emerged  as  Japan's  biggest  keyboard- 
maker.  Last  September  Alps  bought 
Apple's  Garden  Grove,  Calif,  key- 
board and  mouse  input-device  factory 


for  $10  million  to  strengthen  ties  to 
the  U.S.  computer  company. 

In  1980  Alps  entered  the  floppy  disk 
drive  business  and,  after  landing  or- 
ders from  Apple,  Commodore  and 
IBM,  quietly  became  the  world's  lead- 
ing producer.  Earlier  this  year  the 
company  began  supplying  IBM  with 
hundreds  of  thousands  of  disk  drives 
for  its  new  lap-top  model.  In  1985 
Alps  began  selling  dot-matrix  printers 
in  the  U.S.  under  its  own  brand  name. 

Longer  term,  Kataoka  sees  automo- 
bile electronics  as  a  promising  field. 
He  expects  good  growth  not  only  for 
gadgets  like  map  displays  but  also  for 
engine  and  fuel-injection  controllers 
and  interior  climate  control.  Alps  is 
already  a  big  supplier  of  liquid-crystal 
dashboard  displays  to  GM.  Alps  does 
research  and  development  jointly 
with  Honda  and  will  use  its  new  Indi- 
ana base  to  stay  close  to  the  world's 
largest  auto  market. 

"The  days  of  simply  producing  in 
Japan  and  exporting  to  foreign  coun- 
tries are  almost  over  now,"  says  Ka- 
taoka. So  are  the  days  of  the  cheap 
yen.  But  the  kind  of  hard  work  and 
ingenuity  that  built  Alps  into  a  great 
company  is  still  in  plentiful  supply.  ■ 
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With  the  farm  equipment  business  flat  on 
its  hack,  what  is  giant  Deere  &  Co.  doing? 
Investing  in  the  future. 


Back  to 
simplicity 


By  James  Cook 


\'ice  i'-esident  Ji7n  Lardiier  at  Deere  s  ixin  ester  plant  in  Moline,  III. 
The  simpler  the  problem,  the  sin^ler  the  solution. 


IT  WAS  Rube  Goldberg  but  real: 
flexible  manufacturing  systems. 
These  were  to  be  the  foundations 
of  the  factory  of  the  future.  They 
would  replace  a  cadre  of  skilled  ma- 
chinists and  conventional  machine 
tools,  who  turned  out  parts  in  rela- 
tively small  volumes  for  assembly 
into  finished  products.  Now  a  single 
highly  sophisticated  machining  cen- 
ter— or  a  series  of  them — did  the  same 
job  at  far  less  cost  under  the  control  of 
a  minicomputer. 

It  was  like  science  fiction  made 
fact:  Remote-controlled  carts  deliv- 
ered the  raw  material — the  casting, 
the  forging,  what  have  you — to  the 
machining  center.  Robots  would  posi- 
tion and  reposition  the  castmg  as  the 
machining  center  reached  into  its 
panoply  of  tools — 20,  40,  60  of  them — 
to  perform  the  varying  operations 
needed  to  turn  the  casting  into  a  man- 
ufactured part.  You  could  manufac- 
ture 8  or  9  different  parts  on  the  same 
machine,  or  as  many  as  600,  and  you 
could  make  them  at  random,  in  any 
order  or  any  quantity  you  wanted — a 
whosit  here,  a  whatsit  there,  up  and 
down,  back  and  forth. 

When  you  wanted  to  produce  a  new 
part,  you  didn't  rebuild  the  machines, 
as  you  had  since  the  beginning  of  the 
industrial  revolution;  you  changed 
the  computer  program. 

For  nearly  a  decade  now  Moline, 
Ul.'s  Deere  Co.,  of  tractor  and  farm 
machinery  fame,  has  been  hailed  as 
one  of  the  pioneers  of  this  manufac- 
turing revolution.  At  a  SI. 5  billion 
complex  at  Waterloo,  Iowa,  Deere 's 
flexible  machining  system  is  capable 
of  turning  out  5,000  variations  on  ten 
basic  tractors.  You  could  pick  and 
choose  whether  you  wanted  a  manual 
or  an  automatic  transmission,  for  in- 
stance, or  specify  what  kind  of  seats, 
tires  or  air-conditioning  you  wanted. 

Making  tractors  wasn't  like  making 
an  automobile.  You  didn't  make  trac- 
tors in  the  millions.  You  made  them, 
at  most,  by  the  tens  of  thousands. 
Flexible  machining  systems  (FMS) 
permitted  you  to  get  some  of  the  same 
economies  with  low-volume  produc- 
tion that  automakers  had  been  getting 
with  high-volume  production. 

So,  FMS  works.  But  is  it  the  factory 
of  the  future-  After  nearly  a  decade  of 
experience,  Deere  is  beginning  to 
think  that  there  is  a  better  and  cheap- 
er way. 

It's  not  that  Deere's  factory  of  the 
future  hasn't  worked.  According  to 
Vice  President  James  Lardner,  head  of 
Deere's  components  group,  it  has — 
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producing  the  cost  reductions  Deere 
had  aimed  at  from  the  beginning.  But 
in  the  past  few  years  Deere  has 
learned  to  achieve  the  same  results  by 
different  means  at  maybe  one-fifth  of 
the  cost. 

Why  the  disillusionment?  In  some 
respects  FMS  hasn't  always  been  as 
flexible  as  it  was  cracked  up  to  be,  and 
in  others  it  afforded  more  flexibility 
than  Deere  could  use.  You  couldn't 
change  from  one  design  to  another  as 
easily  as  FMS  promised,  and  you 
found  yourself  paying  for  the  ability 
to  produce  25  different  parts  when  all 
you  needed  were  8. 

Worse,  Lardner  says,  Deere 's  com- 
puter control  system  was  hard  put  to 
keep  up  with  the  complexity  of  the 
manufacturing  system  it  managed. 
Let  a  machining  center  break  down  or 
an  operator  call  in  sick,  and  the  pro- 
gramming complexities  were  some- 
times enough  to  threaten  to  bring  the 
plant  to  a  halt. 

Explains  Lardner:  "In  a  big,  hori- 
zontally integrated  factory,  with 
12,000  people  doing  30,000  parts  and 
God  knows  how  many  operations,  the 
diversity  and  complexity  of  the  opera- 
tion threatens  to  overwhelm  and 
break  down  the  human  management 
systems.  Given  the  history  of  manu- 
facturing industries  that  have  em- 
braced computers  and  computer  sys- 
tems, there  is  substantial  anecdotal 
evidence  that  we  computerized  utter 
confusion  and  inefficiency." 

So  Deere  found  itself  rethinking  the 
whole  manufacturing  process,  trying 
to  simplify  it,  break  it  into  its  sim- 
plest components.  "We  figured,  the 
simpler  the  problem,  the  simpler  the 
solution,"  Lardner  says.  Now  Deere  is 
building  simpler  and  less  costly  man- 
ufacturing cells — a  series  of  machines 
committed  not  to  endless  diversity 
but  to  families  of  similar  parts. 

Says  Lardner:  "The  manufacturing 
system  is  there  for  one  purpose — to 
create  form  and  features — grooves, 
notches,  surfaces,  angles,  and  in  any 
business  there  will  be  groups  of  parts 
that  contain  the  same  or  almost  the 
same  combination  of  forms  and 
features. 

"If  I  set  up  a  manufacturing  cell 
capable  of  creating  those  forms  and 
features  in  a  continuing  sequence,  I 
can  input  raw  material  here  and  get 
my  finished  product  out  there,  with- 
out having  to  call  on  that  big  manage- 
ment system. 

"There  may  be  a  family  of  flat  cover 
plates,  and  the  drills  come  down  and 
drill  holes,  and  that's  a  drilling  cell. 
Or  it  may  be  a  mixed  cell  that  mills, 
that  drills,  that  taps,  that  bores,  and 
you  get  them  by  putting  different  ma- 


chines together. 

"You  can  get  flexible  manufactur- 
ing without  all  the  fancy  electronics 
and  without  putting  all  the  capability 
into  a  great  big  mobile  axis  machine." 

Were  those  elaborate  systems,  then, 
simply  a  failed  experiment?  No,  says 
Lardner.  Where  you  have  very  small 
volumes  of  parts  to  be  produced,  one- 
sies,  twosies,  foursies,  flexible  manu- 
facturing systems  work  well.  "Our 
philosophy  isn't  anti-FMS.  It's  try  the 
simple  way  first." 

For  one  thing,  when  something 
goes  wrong  in  the  simpler  system  it  is 
fairly  easy  to  find  out  who  or  what  is 
responsible.  Thus,  for  Deere,  the  sim- 
pler system  helped  cut  the  number  of 
rejected  parts  drastically. 

"If  you  go  far  enough,"  Lardner 
says,  "you  can  reduce  your  complex- 
ity enormously.  In  a  factory  of  5,000 
machines,  if  I  create  cells  averaging  5 
machines  each,  I've  only  got  to  man- 
age 1,000  places,  and  if  I  can  put  2  of 
these  in  a  unit,  I'm  managing  500.  I 
have  eliminated  the  need  for  the  com- 
plex central  control  system." 

What's  the  bottom  line  in  all  this? 
Lardner  explains:  The  real  savings  in 
manufacturing  are  not  in  the  transfor- 
mation of  the  material  itself,  but  in 
"simplifying  the  manufacturing  pro- 
cess. What  with  the  startup  costs,  the 
support  system,  the  programmers,  the 
capabilities,  the  automatic  transfer 
devices  and  so  on,  I  don't  think  the 
economics  support  FMS  except  in 
special  cases." 

One  would  think  Deere  &.  Co.  exec- 
utives would  have  more  urgent  things 
to  think  about  these  days:  The  farm 
equipment  industry  is  sick.  On  sales 
of  $4  billion,  Deere  lost  money  before 
taxes  last  year  and  will  lose  much 
more  this  year.  Its  stock  has  been  on 
the  new-lows  list  in  the  last  month. 
But  Deere  has  always  been  a  farseeing 
company  and  knows  that  in  any  in- 
dustry long-range  prosperity  depends 
on  being  the  lowest-cost  producer.  It 
keeps  you  alive  when  things  are  horri- 
ble and  makes  you  extra  profitable 
when  things  are  good. 

Of  Deere's  manufacturing  experi- 
ments, Lardner  now  can  say:  "I'd 
guess  we're  about  a  year  or  a  year  and 
a  half  away  from  having  a  really  mea- 
surable, fairly  dramatic  impact  on  the 
bottom  line." 

It  takes  guts  to  spend  money  like 
this  when  your  business  is  in  a  virtual 
depression.  But  one  thing  is  certain: 
Given  Deere's  willingness  to  invest 
and  innovate,  farm  machinery  is  one 
industry  where  the  Japanese  are  not 
just  going  to  walk  away  with  the  mar- 
ket as  they  did  in  autos  and  videocas- 
sette  recorders.  ■ 


"Deere  has  always  been  a 
farseeing  company  and 
knows  that  in  any  industry 
long-range  prosperity 
depends  on  being  the 
lowest-cost  producer.  It 
keeps  you  alive  when 
thirds  are  horrible  and 
makes  you  extra  profitable 
when  things  are  good." 
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If  you  want  to  grasp  what's  going  on  in  the  financial  markets, 
you  had  better  know  Michael  Milken  and  understand  how  he 
converts  equity  into  debt  and  makes  himself  and  others  megarich. 

A 

one-man 
revolution 


I 


N  1964 — not  so  long 
ago,  really — Michael 
Milken  was  the  clean- 


By  Howard  Rndnitsky,  Allan  Sloan  and  Richard  L.  Stem 
with  Matthew  HeUer 


cut  lad  on  the  page  opposite  leaping 
for  the  sky  as  head  cheerleader  at 
Birmingham  High  School  in  Van 
Nuys,  Calif. 

Mike  Milken  has  lots  to  cheer 
about  these  days.  He  is  the  leading 
financier  of  our  time  and  one  of  the 
most  powerful  men  in  America.  In 
little  over  a  dozen  years  Milken  has 
accumulated  a  personal  fortune  that 
Forbes  estimates  to  be  m  excess  of 
half  a  billion  dollars,  making  him  one 
of  the  75  nchest  people  in  the  U.S. 

In  the  process,  Milken  has  helped 
transform  the  national  economy — 
and  profoundly  shaken  Wall  Street  as 
well — by  transmutmg  Drexel  Bum- 
ham  Lambert,  his  employer,  from  a 
second-line  firm  into  one  of  the 
world's  most  powerful  investment 
houses. 

Companies  don't  need  billions  in 
assets  and  a  triple-A  credit  rating  to 
do  deals  anymore;  all  they  need  is 
Mike  Milken.  Without  Milken,  T. 
Soone  Pickens  Jr.  couldn't  have  raided 


Gulf,  Unocal  and  Phillips  Petroleum; 
Ronald  Perelman  couldn't  have  taken 
over  Revlon;  Rupert  Murdoch 
couldn't  have  bought  the  TV  stations 
he's  using  to  start  a  fourth  network. 

Milken  has  brought  respectability 
to  bonds  of  a  type  once  unsalable  to 
conservative  investors,  attracting  an 
ever-widening  group  of  buyers.  These 
are  bonds  whose  issuers  are  often 
more  deeply  in  debt — more  highly  le- 
veraged— than  was  formerly  consid- 
ered prudent  and  which  carry,  in  re- 
turn, an  interest  rate  that  can  run  two 
or  more  percentage  points  higher  than 
is  the  case  with  more  conventional 
bonds.  On  Wall  Street  and  in  the  news 
media  these  were  "junk  bonds."  Mil- 
ken made  them  golden. 

When  Milken  entered  the  high- 
yield  business  in  the  late  1960s,  only  a 
handful  of  savvy  people  invested  in 
this  paper.  Largely  because  of  Mil- 
ken's evangelizing  efforts,  the  market 
now  includes  mainline  insurance 
companies,    pension    and  mutual 


funds.  Milken  is  starting 
to  lure  overseas  money: 

  Japanese  investors  put  up 

some  of  the  S2.5  billion  Milken  raised 
for  the  Beatnce  Foods  buyout. 

Thanks  to  Milken,  it's  respectable 
for  corporations  to  carry  staggering 
amounts  of  debt — mdeed,  it's  danger- 
ous not  to,  lest  one  of  the  raiders 
Milken  bankrolls  take  you  over.  Be- 
cause Milken  can  raise  incredible 
amounts  of  money  for  chosen  cus- 
tomers, sharp-toothed  minnows  like 
GAF  Corp.  can  take  on  whales  like 
Union  Carbide,  and  thmly  capitalized 
leveraged  buyouts  can  take  over  giant 
firms  like  Beatnce  and  Safeway. 

And  Milken  is  still  only  40.  Hardly 
a  big  financial  deal  surfaces  these 
days  without  Milken's  being  in- 
volved, but  surprisingly  little  is 
known  about  the  man.  That's  be- 
cause, unlike  far  less  important  fig- 
ures such  as  Ted  Turner,  Boone  Pick- 
ens, Ivan  Boesky  and  Carl  Icahn, 
Milken  shuns  personal  publicity.  He 
shields  his  deals  in  secrecy,  frequent- 
ly operating  through  obscure  entities 
with  names   like   Camont  Invest- 
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ments,  Mantar  and  Otter  Creek 

We  have  spent  months  trac- 
ing Milken's  history  and  un- 
ravehng  some  of  his  deals. 
Stories  that  have  appeared 
recently  comparing  him  to 
J. P.  Morgan  or  calling  him 
the  junk  bond  king  miss  the 
point:  Essentially,  Milken 
has  created  his  ovra  uni- 
verse. He  isn't  just  a  step 
ahead  of  his  Wall   Street  ■:■ 
peers — he's  a  quantum  leap 
ahead,  acting  as  a  venture  cap- 
italist,   investment    banker,  ••: 
trader,  investor. 

Instead  of  merely  brokering 
transactions,  Milken  and  his  as- 
sociates  are  active  participants.  •: 
They  will  often  identify  targets  x 
and  find  smart,  aggressive,  indi-  v 
vidualistic  entrepreneurs  to  go  af- 
ter the  targets.  These  entrepre-  > 
neurs  make  profitable  deals,  grow 
beyond  their  wildest  dreams,  pay 
fat  fees  to  Drexel  and  fork  over  :• 
substantial  interest  payments  to  •; 
Drexel  clients. 

And  this  is  what  most  people 
have  missed:  Because  Milken  often 
has  a  piece  of  the  deals  he  brokers, 
his  fortune  grows  as  his  key  clients 
prosper.  Other  investment  bankers 
earn  huge  bonuses.  Milken  creates 
capital  for  himself. 

Like  a  championship  chess  player, 
Milken  sees  not  only  today's  deal  but 
several  moves  ahead.  It's  understood 
but  usually  unspoken  that  Milken/ 
Drexel 's  favored  customers  might  do 
the  occasional  service  to  Milken/ 
Drexel:  Maybe  borrow  more  money 
than  necessary  and  put  the  excess 
into  another  Drexel  deal,  maybe  let 
Milken  and  his  associates  buy  equi- 
ty at  ground  floor  prices,  maybe  buy 
a  property  that  another  Drexel  client 
wants  to  unload. 

Examine  the  moves  in  that  recent 
set  of  transactions  involving  Lori- 
mar-Telepictures,  maneuvers  wor- 
thy of  chess  champion  Gary  Kas- 
parov. Lorimar  is  buying  seven  TV 
stations  for  $1.85  billion,  most  of 
which  Drexel  will  raise.  The  sellers 
are  the  Storer  Communications  and 
Wometco  Broadcasting  leveraged 
buyouts  that  Kohlberg  Kravis  Rob- 
erts    Co.  financed  through  Drexel. 

If  the  deal  flies,  as  it  probably  will, 
the  KKR  debt  paper,  some  of  which 
looked  perilous,  will  be  rendered 
rock-solid.  Storer  warrants,  some  of 
which  are  undoubtedly  owned  or  con- 
trolled by  Milken/Drexel,  will  be- 
come more  valuable.  Lorimar  will  be- 


come one  of  the  nation's  leading  TV 
station  owners.  Drexel  will  eam 
$50  million  or  so  in  fees. 

Meanwhile,  in  a  much  smaller 
deal,  Lorimar  is  buying  WTTV 
in  Indianapolis  by  taking  over 
$85  million  of  the  station's 
debt  and  paying  "other  consid- 
erations" of  under  $1  million. 
Why  is  Lorimar  messing  with 
Indianapolis?  Maybe  it's  a  coin- 
cidence, but  Mike  Milken  and 
his  Drexel  associates  are  part  of 
the  group  that  bought  WTTV  for 
$73  million  two  years  ago.  The  $85 
million  from  Lorimar  lets  the  inves- 
tors get  out  even,  after  counting  their 
cost  of  borrowing. 

Lorimar  originally  said  that  the 
"other  considerations"  are  a  1%  inter- 
est in  the  Lorimar  entity  that  is  buying 
the  KKR  stations,  although  the  com- 
pany now  says  that  description  was 
"premature."  So  Milken  gets  out  of 
Indianapolis — and  maybe  into  a  piece 
of  Lorimar. 

Another  fascinating  set  of  transac- 
tions involves  Ron  Perelman,  who 
has  used  Drexel  financing  to  build  a 
$2.6  billion  (assets  under  control)  cor- 
porate empire  without  having  invested 
a  penny  of  his  own.  (Forbes, 27). 

Perelman  is  selling  most  of  Revlon's 
Technicon  division  for  $300  million  to 
reduce  the  debt  incurred  to  buy  the  com- 
pany. The  buyer  is  West  Coast  entrepre- 
neur Parker  Montgomery  and  his  Coo- 
perVision  Inc.  Where  is  the  money  com- 
ing from?  Drexel  agreed  to  raise  $300 
million. 

Think  of  it.  Drexel  and  Milken  get 
fees  all  the  way  around.  Revlon  gets  a 
transfusion,  Perelman  can  repay  debt, 
and  some  debt  holders  probably  will 
replace  high-yielding  Revlon  paper 
with  high-yielding  CooperVision 
paper.  To  close  the  loop,  Milken 
and  his  associates  own  $20  mil- 
lion (estimated  market  value)  of 
Revlon   stock   that  we  know 
about,  and  almost  certainly  own 
additional  Revlon  securities. 

As  a  final  example,  consider 
the  relationships  among  Drexel 
and  Triangle  Industries,  Cen- 
tral   Jersey    Industries  and 
Avery  Inc.,  all  three  controlled 
by    Drexel    clients  Nelson 
Peltz  and  Peter  May  (Forbes, 
Nov.  4,  1985]. 
When  Drexel  client  Victor 
Posner  was  almost  checkmated 
last  year  by  National  Can,  in 
which  he  held  a  38%  stake.  Triangle 
came  to  the  rescue  with  100%  financ- 
ing by  Drexel,  buying  the  company 
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and  bailing  out  Posner.  I 

Then  came  a  cash  infu- 
sion for  Uniroyal,  a  lever- 
aged buyout  near  and  dear 
to  Drexel,  which  financed 
the  deal  for  the  LBO  house 
of  Clayton  &.  Dubilier. 
Who  got  Uniroyal  out  of 
trouble?  Nelson  Peltz  and 
Peter  May,  through  tiny 
Avery  (assets,  $23  mil- 
lion). Avery,  with  an  as- 
sist from  Its  sister  compa- 
nies, is  buying  Uniroyal's  ^^^^^ 
chemical  business  for  jj^^^^H 
$760  million.  The  financ-  ^^^^H 
ing?  Compliments  of 
Drexel  Bumham. 

A  few  months  later,  Peltz  and 
May's  Triangle  agreed  to  buy  Ameri- 
can Can's  packaging  division  for  $570 
million  in  cash  and  Triangle  stock. 
Their  investment  banker?  Drexel 
Bumham,  which  is  a  9%  owner  of 
Triangle.  Milken  himself  may  control 
just  under  5%. 

Look  at  the  world  Mike  Milken  has 
I  created.  It's  almost  as  if  he  can 
print  his  own  currency.  A  deal  has 
problems?  Refinance  it  through  an- 
other client.  Help  one  client  buy  a 
property,  then  sell  it  to  another  client, 
and  help  him,  too.  Make  it  easy  by 
providing  100%  financing  all  the  way 
around.  As  long  as  those  debts  keep 
getting  validated,  as  long  as  Milken 
can  keep  the  machine  running 
smoothly,  everything  is  fine.  The  Fed- 
eral Reserve  should  have  it  so  good. 

No  one,  with  the  possible  exception 
of  Michael  Milken,  could  have  con- 
ceived of  such  a  iuggernaut  when  he 
began  dabbling  in  high-yield  bonds  in 
the  late  1960s.  With  rare  exceptions, 
companies  couldn't  issue  low-rated 
bonds  to  raise  significant  amounts  of 
money,  because  there  weren't  buyers 
for  such  issues. 

By  making  steady,  reliable  markets, 
Milken  first  developed  a  demand 
among  buyers  for  the  existing  supply 
of  low-quality  bonds.  The  supply  was 
fairly  small,  consisting  mainly  of 
once  solid  bonds  whose  issuers  had 
fallen  on  hard  times.  Then,  with  the 
aid  of  Diexel's  corporate  finance  de- 
partment, he  went  out  and  created  a 
growing  supply  of  low-quality  bonds. 

From  that,  ever^'thing  else  fol- 
lowed, including  the  "junk  takeover" 
phenomenon.  If  you  could  raise  mon- 
ey by  issuing  junk  bonds,  you  could 
use  the  proceeds  to  take  over  giant 
companies  with  very  little  capital  of 
your  GWTi. 

Milken  had  seized  on  an  enormous 


Look  at  the  world 
Mike  Milken  has  created. 
Through  his  ability  to  market  bonds, 
it's  almost  as  if  he  can  print 
his  own  currency.  A  deal  has 
problems?  Refinance  it 
through  another  client. 
The  Federal  Reserve  should 
have  it  so  good. 


anomaly  in  the  capital  markets.  Look 
back  to  the  late  Seventies  and  early 
Eighties.  Equities  were  in  the  dog- 
house. Institutional  investors,  who 
make  up  most  of  the  market,  didn't 
want  them,  so  stocks  sold  at  a  fraction 
of  the  breakup  value  of  the  underlying 
company.  By  contrast,  thanks  to  high 
interest  rates,  bonds  were  back  in  fa- 
vor with  institutional  investors. 

In  hindsight,  it's  clear  that  what 
Milken  really  did  was  find  a  way  to 
buy  cheap  equity  with  the  proceeds 
from  bonds  that  institutions  became 
eager  to  buy.  He  built  a  machine  that 
converted  equity — unwanted — into 
bonds,  which  were  wanted. 

Milken  didn't  do  this  all  single- 
handedly,  of  course,  but  he  was  the 
cutting  edge  of  the  phenomenon.  He 
provided  public  markets  for  leveraged 
buyout  financing,  taking  the  business 
away  from  banks  and  insurance  com- 
panies. He  did  the  same  with  the  pri- 
vate placement  market,  once  domi- 
nated by  conservative  insurance  com- 
panies like  Metropolitan  Life  and 
Prudential.  Why  hassle  with  these 
fussy  lenders  when  Drexel/Milken 
can  sell  bonds  for  you  fast,  and  with 
flexible  terms? 

The  paper  Drexel  created  was  a  god- 
send to  money  managers.  With  inter- 
est rates  falling,  many  investors 
switched  to  lower-quality  bonds  to 
keep  their  yields  from  dropping.  The 
public,  too,  jumped  in,  pouring  bil- 
lions of  dollars  into  "high-yield"  mu- 
tual funds. 

Although  this  ready  market  was 
available  to  every  investment  house 
in  America,  nobody  could  match 
Drexel/Milken  when  it  came  to  ser- 
vicing it.  Once  the  bonds  were  sold, 
Drexel 's  hungry  clients  knew  how  to 
put  the  proceeds  to  profitable  use — 
and  Mike  Milken  knew  how  to  make 
everyone  rich,  including  himself. 

For  example,  when  Fred  Carr's  First 


I  Executive  Corp.,  an  insur- 
ance holding  company, 
needed  $10  million  to  go 
into  reinsurance,  Milken 
was  able  to  provide  one- 
stop  shopping. 

First,  Milken  raised  $5 
million  for  First  Executive 
by  selling  preferred  shares 
to  companies  run  by  three 
old  clients:  Victor  Posner, 
Carl  Lindner  and  Saul 
Steinberg.  Then  Milken 

  and    his    associates  at 

^^■■H  Drexel  put  up  $5  million 
HH^lB  of  their  own,  giving  them 
a  50%  interest  (now  dilut- 
ed to  46%)  in  the  reinsurer,  recently 
renamed  First  Stratford.  In  addition, 
Milken  et  al.  bought  First  Executive 
common  stock  and  warrants  at  bar- 
gain prices. 

Both  First  Executive  and  Milken 
have  prospered.  We  estimate  that  Mil- 
ken's First  Stratford  and  First  Execu- 
tive holdings  are  now  worth  $85  mil- 
lion, more  than  ten  times  what  he 
paid  for  them. 

One  hand  washes  the  other.  Now 
well  established.  First  Stratford,  like 
its  parent,  is  a  regular  buyer  of  Drexel- 
underwritten  paper,  providing  financ- 
ing for  such  as  arbitrager  Ivan  Boesky, 
John  Kluge's  Metromedia  and  Rupert 
Murdoch's  News  Corp.  All  that  high- 
yield  paper  helped  First  Executive 
grow  to  a  $10  billion  company  by  en- 
abling it  to  offer  policyholders  high 
returns. 

Anything  wrong  with  Milken's  per- 
sonal investment  in  First  Execu- 
tive, which  he  tells  clients  is  the  best 
insurance  company  in  America?  Not 
really.  But  high-yield  players  should 
know  that  the  relationship  exists.  It 
took  us  weeks  to  dig  it  out  from  about 
half  a  dozen  seemingly  unrelated  pub- 
lic filings. 

One  more  step.  In  1983  Milken  en- 
gineered a  securities  swap  in  which 
First  Executive,  Columbia  Savings 
Loan  (in  which  he  also  appears  to  own 
an  interest)  and  Drexel  got  to  unload 
preferred  shares  of  Integrated  Re- 
sources on  preferential  terms.  Inte- 
grated is  a  Drexel  client,  and  appar- 
ently does  private  real  estate  deals 
with  Milken.  Drexel,  First  Executive 
and  Columbia  got  the  equivalent  of 
$37  a  share  for  Integrated  stock  selling 
in  the  market  for  $32  (Forbes,  \oi:  28, 
1984].  Which  side  was  Milken  repre- 
senting? The  buyers?  The  sellers? 
And  which  was  which? 

In  the  highly  competitive  Wall 
Street  arena,  even  the  best  new  prod- 
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IBM's  new  Accounting 
Assistant  Series  brings  big 
help  to  small  business. 

Unless  your  growing  company  is  an 
accounting  firm,  accounting  probably 
isn't  your  idea  of  a  ticket  to  the  top. 

But  done  right,  accounting  is  more 
than  just  "bean  counting?  h  can  help 
you  channel  your  assets  where  they'll 
do  you  more  good.  Creating,  in  effect, 
more  assets. 

With  IBM's  new  Accounting 
Assistant  Series  for  PG,  doing  it  right 
isn't  just  possible,  it's  surprisingly  easy. 

The  Series  consists  of  six  software 
modules :  Gen eral  Accou nting, 
Accounts  Payable,  Accounts 
Receivable,  Payroll,  Inventory- 
Control  and  Job  Cost. 

You  can  start  with  one, 
adding  others  as  you  need. 
And  you  needn't  be  a  whiz  at 
computing,  or  even  accounting, 
to  get  going  quickly. 

Their  formats  are  uniform. 


so  by  learning  one  you've  begun 
learning  them  all.  And  each  comes 
with  sample  "books"  built  in  so  you 
can  practice  before  entering  real  data. 
What's  more,  while  no  software  is 
"goof-proof,"  the  Accounting  Assistants 
try  to  be.  At  key  moments,  they  remind 
you  to  check  your  work,  and  warn  you 
when  entries  don't  balance. 

General  Accounting  is  a  good  one  to 
start  with.  It  combines  all  the  book- 
keeping basics  to  help  you  track  your 
business,  as  well  as  prepare  financial 
reports  and  statements. 

Accounts  Payable  gives  you  a  better 
idea  of  whom  to  pay  when,  for  taking 
better  advantage  of  vendor  discounts. 

♦       Accounts  Receivable 
can  improve  cash  flow 
by  helping  you  track 
~~     and  age  who  owes  what 

Payroll  automates  payday 
by  tallying  wages,  salaries  or 
commissions,  by  writing 
checks  and  W-2's,  and  more. 
Inventory  Control  helps 


you  streamline  your  inventory  by 
separating  the  movers  from  the  dust 
collectors. 

And  if  you  do  bids  and  estimates. 
Job  Cost  will  make  the  process  easier. 

Also,  the  Accounting  Assistants  can 
exchange  information  to  keep  each 
other  up-to-date,  and  they  all  work  on 
the  IBM  PC  Network. 

There's  even  free  telephone  help 
direct  from  IBM  for  90  days  after  you 
register  your  first  module. 

But  we  really  don't  expect  to  hear 
from  you.  The  Accounting  Assistants 
were  designed  not  to  raise  questions 
but  to  answer  them. 

To  learn  more,  visit  an  Authorized 
IBM  PC  Dealer.  For  the  one  nearest 
you,  and  a  free  brochure,  call  1-800- 
447-4700.  In  Alaska,  1-800-447-0890. 


Personal  ( 


r  Soft  wan 


Software  for  companies  who'd  rathep/ 
set  records  than  keep  them. 


We're  not  looking  for  ordinary  millionaires.  Or  bashful  billionaires 
Fizzazz  is  looking  for  15  major  league  investors  with  the  brains 
bucks,  and  multi-unit  retail  experience  to  develop 
more  than  100  Fizzazz  clothing  stores  per  region.  Already  a 
major  success  story  in  the  Northeast,  Fizzazz  is  the  most  futuristic 
state-of-the-art  selling  environment  in  retailing  histor>y 
Fizzazz  carries  Coca-Cola  Clothes  presented  by  Murjani 

(In  one  year,  Coca-Cola'Clothes 
will  sell  a  historic  $200,000,000  at  retail!) 
Successful  Fizzazz  candidates  will  be  responsible  for  store  operations 

store  supervision,  real  estate,  construction  and  training 
If  you're  smart  enough  to  appreciate  the  biggest  new  idea 
in  retailing,  you  might  be  rich  enough  to  have  Fizzazz! 

To  get  it,  call  Larry  Baisden 

Fizzazz,  Inc 
1411  Broadway 
New  York,  NY  10018 
(212)  536-0415 

This  advertisement  is  not  an  offenng  An  oftermg  can  onty  be  made  Dy 
a  prospectus  filed  first  with  the  Department  of  Law  of  the  State  of  New  York 
Such  filing  does  not  constitute  approval  by  the  Department  of  La* 
Addittonal  requirements  may  apply  tn  your  state 


nough  to  have 


This  is  our  showcase  Fizzazz  store  at  Columbus  Avenue  &  73rcl  Street,  New  York  City. 


uct  can  rarely  keep  a  market  to  itself 
for  very  long.  Why,  then,  haven't 
Drexel  Bumham's  rich  and  pov^rerful 
competitors  been  able  to  bite  off  big- 
ger pieces  of  the  market  for  this  kind 
of  financing? 

One  of  Drexel's  disgruntled  major 
competitors,  who  asked  not  to  be 
quoted  by  name,  complains  that  Mil- 
ken and  his  crew^  are  not  above  in- 
timidating corporations  that  con 
sider    using    rival  bankers. 
"Companies  have  been  told 
by  Drexel  that  if  you  don't 
do  these  deals  with  us, 
we'll  make  you  pay  for 
it,"  this  banker  claims. 

Meaning?  Drexel, 
which  dominates 
junk  bond  trading, 
will  depress  the  is- 
sue's pnce  in  the  af- 
ter market. 


Sour  grapes?  Partly.  One  reason 
Drexel  has  so  many  loyal  clients  is 
that,  unlike  traditional  investment 
bankers  who  dump  paper  on  the  mar- 
ket and  can't  be  found  again  if  any- 
thing goes  wrong,  Drexel  supports  its 
troubled  issues. 

Pam  Weingarten,  who  runs  the  Pil- 
grim Group  mutual  funds  for  First 
Capital  Holding,  contrasts  the  deft 
way  that  Drexel  handles  market- 
making  in  the  issues  of  troubled 
companies  with  Morgan  Stanley 
&  Co.'s  inept  handling  of  its  Ox- 
oco  Inc.  issue,  which  defaulted 
after  making  just  one  interest 
payment.    (Forbes,  July  29, 
1985]. 

"On  Friday,  Morgan  Stan- 
ley was  pricing  Oxoco  at  95, 
and  on  Monday  morning  it 
was  35,  with  no  decline  in 
between  to  give  recogni- 


'  ike  Milken  is  per 
,  sonally  affable  and 
outgoing,  but  where  the 
news  media  are  concerned,  he 
would  like  to  be  invisible.  He 
refuses  to  give  interviews  on 
the  grounds  that  he  is  a  "pri- 
vate person"  who  holds  no 
positions  in  public  corpora- 
tions. Nor  is  he  listed  as  a 
high  official  of  privately  held  Drexel  Bumham  Lam- 
bert. Why  so  elusive?  Milken  talks  about  how  his 
children  get  only  a  $2-a-week  allowance  and  about  the 
importance  of  keeping  his  family  sheltered.  But  it  is 
also  clear  he  mistrusts  reporters  and  feels  they  don't 
understand  what  he  is  doing. 

His  reticence,  however,  does  not  apply  to  relatively 
small  groups,  especially  of  young  people.  The  Ameri- 
can Academy  of  Achievement,  which  recently  held  its 
annual  meeting  in  Washington,  D.C.,  agreed  to  bar  the 
press  from  a  speech  that  Milken  gave  to  400  high 
school  students  who  attended  the  Academy's  annual 
banquet. 

In  speaking  to  these  young  people,  Milken  revealed 
a  lot  about  how  he  views  the  world.  Following  are 
excerpts  obtained  by  Forbes  Reporter  Catherine  Yang, 
who,  in  carefully  coiffed  pigtails,  slipped  into  his  talk 
and  managed  to  record  it: 

"I'd  like  to  talk  about  change.  There  are  phenom- 
enal opportunities  for  everyone  no  matter  what 
you're  doing.  If  we  had  lived  20  or  30  years  ago, 
those  opportunities  wouldn't  have  been  open  to  us. 
Those  opportunities  are  that  capital  is  no  longer  a 
scarce  resource.  .  .  . 

"(For  many  powerful  companies  cash  is  a]  burden. 
Mobil  Oil,  Atlantic  Richfield,  Exxon,  Standard  Oil  of 
Ohio  and  Chevron  .  .  .  began  (the  decade]  with  $2  bil- 
lion, S3  billion,  $4  billion,  $5  billion  in  cash.  What 


The  world 
as  Ifilken  sees  it 


have  they  done  with  that 
money?  Mobil  Oil  invest- 
ed in  Montgomery  Ward 
and  lost  S500  million.  .  .  . 

"[The]  scarce  resource  today 
is  management,  knowledge, 
vision,  dealing  with  change, 
recognizing  what  people  want 
and  need  in  the  future,  and  the 
ability  to  work  together.  You 
won't  find  these  scarce  resources  listed  on  a  balance 
sheet.  Unfortunately,  most  people  working  in  finan- 
cial institutions,  credit  analysts,  don't  recognize 
this.  .  .  . 

"Finance  is  an  art.  Not  yes  or  no,  right  or  wrong.  It  is 
an  art  form,  an  understanding  of  who  should  be  the 
companies  of  the  future,  and  how  to  structure  transac- 
tions. It's  an  art  form  greatly  misunderstood.  .  .  . 

"Once  people  believed  that  the  sun  revolved  around 
the  earth.  .  .  .  Today  people  tell  us  about  good  credits 
that  are  terrible  credits.  People  believe  things  are 
strong  that  are  weak  and  write  about  it  in  magazines 
and  newspapers  every  day.  We  even  have  many  of  the 
same  people  in  government  tell  us  that  the  U.S.  is 
overleveraged.  .  .  .  Corporations  are  the  least  lever- 
aged since  World  War  II.  You  wouldn't  know  that 
from  reading  the  papers.  .  .  . 

"Six  out  of  seven  of  the  largest  banks  of  the  world 
are  Japanese.  In  Japan,  companies  are  [much  more 
highly] leveraged. 

"[The  people  who  wrongly  predicted  m  the  late 
1960s  that  Lockheed  would  go  bankrupt  are]  the  same 
people  who  told  us  Mattel  was  going  bankrupt.  Now 
it's  one  of  the  most  profitable  toy  companies.  So  don't 
necessarily  believe  what  you  read  in  magazines  and 
newspapers.  Those  are  interpretations  of  people  inter- 
preting an  art  form,  and  their  interpretation  is  often 
wrong." — R.L.S. 
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I  There's  no  fat 
in  our  system  so 
there's  none 


The  new  UPS  Next  Day  You  see,  the  UPS  system 

^ir  Letter  and  Next  Day  Air  operates  so  efficiently,  we  can 

'ak  are,  at  first  glance,  practi-  deliver  our  Letter  and  Pak 

ally  identical  to  our  competi-  for  far  less  than  other  compa- 

ion's  overnight  envelopes.  nies  charge. 

But  the  differences  are  Yet  we  still  manage  to 

eally  quite  substantial.  provide  you  with  services  no 

^nc-pound  rate.  "^'Service  to  Hawau  requires  one  addinonal  day  ©  United  Part  el  Service  ot  Amenta.  1985 


one  else  offers.  Such  as  over- 
night delivery  to  every  single 
address  in  the  48  states, 
Hawaii**  and  Puerto  Rico. 

So  if  you  would  like 
to  cut  the  fat  out  of  your  over- 
night shipping  expenses,  use 


the  UPS  Next  Day  Air  Letter 
and  Pak. 

The  overnight 
reducing  plan  that 
really  works. 
We  run  the  tightest  ship  in 
the  shipping  business. 


MCFanticipates  your 

needs  and  responds 
with  the  highest  quality 


Bp  m  Shedding  light  on  the  future.  Superior  communications— th 

1^         i  P  vital  link  between  performance  and  potential.  Your  firms  future 

I    I  ^  9  well-being  demands  it  now.  You  need  more  than  a  "me  too"  com 

^  *!         ^  '  ^  W^^^^«inUl      municationscompany.  You  need  a  company  with  the  foresight 
m-^.  ^^■Bi       to  predict  with  confidence  what  tomorrows  needs  require.  An 

ss:^..     .  ..  ,  -  ...  know-how  to  develop  solutions  today 

yuahtycaiimg  around  the  country  or  the  world.  j^^^  company  is  MCI.  No  one  has  exercised  greater  foresigh 
Indeed,  it  vv-as  MCI  that  pioneered  single-mode  fiber  optic  technolog\'  that  business  now  considers  the 
industry  standard.  And  we  continue  to  lead  with  unprecedented  growth  and  new  sen'ices.  Our  compe- 
tition is  good.  To  win  and  keep  your  business,  we  have  to  be  better 
Light  years  ahead  of  the  competition.  In  the  past  four  years.  MCI  has  invested  $3.5  billion  in  new 
tech.nolog\^  We've  driven  ourselves  to  augment  our  substantial  fiber  optic  network  in  order  to  furnish  tl 
clearest,  cleanest  connections.  So  that  today  we  offer  your  business  the  most  reliable  transmission  of 


voice,  data,  or  video  at  the  speed  of  light.  And  between  1985  and  '86, 
we'll  have  increased  our  fiber  optic  capacity  by  forty  million  circuit 
miles— enough  for  almost  eighty  round  trips  to  the  moon.  All  for  a 
single  purpose:  service. 

This  capacity  means  more  than  muscle.  It  means  versatility  It  means 
the  resources  to  provide  an  interactive  network  plus  the  capacity  to 
provide  unique  voice  and  data  products.  All  of  this  to  let  you  call  the 
shots,  no  matter  how,  or  where,  you  call. 

Our  only  constant  is  change.  As  you  gain 
momentum  toward  the  21st  century  you  must 
increase  your  capacity  to  respond.  MCI  is  ready 
to  help  you  with  any  development  both  here  and 
abroad.  Our  foresight  and  technology  are  in  place 
today  And  we  will  continue  to  evolve  and  grow. 
To  assure  your  place  in  business  tomorrow. 


Innovative  engineering 
makes  our  network  and  your 
transmission  superior. 


MCI  pioneered  %^ 
fiber  optic  * 
technology  now 

considered  the 
industry  standard. 


MCI 


COMMUNICATIONS  FOR  THE  NEXT100  YEARSr 


"  MCI  and  the  MCI  logo  are  regislered  service  marks  of  MCI  Communications  Corporation  (MCIC;. 
SM  COMMUNICATIONS  FOR  THE  NEXT  100  YEARS  is  a  service  mark  of  MCIC.  ©  MCIC:  May  1986. 


tion  to  the  problem,"  Weingarten 
says.  "I  told  the  people  at  Morgan 
Stanley  that  there's  more  to  bemg  an 
investment  banker  than  just  wearing 
a  pm-striped  suit." 

So  Drexel  and  Milken  dominate  the 
market  because  they  developed  it  and 
took  great  risks  to  promote  and  nur- 
ture It.  And,  as  a  private  firm,  Drexel 
can  make  deals  public  companies 
wouldn't  dare  do  (see  box,  p.  49). 

Here's  yet  another  Mike  Milken  in- 
vention: blind  pool  takeover  bonds. 

What's  a  blind  pool  takeover  bond? 
A  bond  whose  prospectus  discloses 
that  some  or  all  of  the 
money  will  be  used  for  an 
unspecified  acquisition. 
The    target,    of  course, 
hasn't  been  announced, 
and  maybe  hasn't  even 
been  picked.  Examples  of 
blind  pool  bonds  include 
$730  million  for  Ron  Per- 
elman  (whose  target  was 
ultimately  Revlon),  SI 50 
million  for  Sam  Heyman's 
GAP  Corp.  (Union  Car- 
bide),  $460  million  for 
Carl  Icahn's  ACF  Corp. 
(TWA),  $600  million  for 
Oscar    Wyatt's  Coastal 
Corp.  (American  Natural  ________ 

Resources).  IHHHI 

Think  about  it.  Drexel's  ■HHHI 
corporate  finance  depart- 
ment is  trying  to  line  up  targets.  Drex- 
el's high-yield  securities  department 
is  placing  paper.  Mike  Milken  may 
own  pieces  of  the  borrowers.  Or  the 
lenders. 

The  problem  compounds  when 
Ivan  Boesky,  the  country's  most  fam- 
ous arbitrager,  is  involved.  Boesky  is  a 
major  issuer  of  paper  (more  than  $1 
billion)  through  Drexel,  an  arbitrager 
who  wants  to  find  which  companies 
Drexel  is  targeting  for  takeovers,  and 
a  powerful  market  force  whose  sup- 
port is  vital  when  Drexel  clients  are 
involved  in  a  contested  takeover. 

And  then  remember  that  Milken, 
by  virtue  of  his  share  in  the  First 
Stratford  reinsurance  company,  has  a 
substantial  investment  in  Ivan  Boes- 
ky's  paper.  Where  are  the  lines  drawn? 
The  mind  reels. 

Our  sources  estimate  that  Milken's 
department  produced  $225  million  of 
Drexel's  S350  million  of  profit  last 
year,  yielding  him  about  $35  million 
in  salary  and  bonus.  That  was  not  all 
of  Milken's  income  last  year  by  any 
means:  his  private  deals  also  paid  off 
handsomely. 

No  matter  who  has  the  title  at 


Drexel — Milken  isn't  even  a  corpo- 
rate officer,  and  his  name  doesn't  even 
appear  in  the  annual  report — there  is 
no  doubt  who  holds  the  power. 

An  example  that  friends  and  asso- 
ciates cite  but  Drexel  denies:  In  1978, 
when  Milken,  against  the  firm's  wish- 
es, moved  the  high-yield  department 
from  the  East  Coast  to  his  native  Los 
Angeles,  he  didn't  put  Drexel  Bum- 
ham's  name  on  his  door — a  pointed 
reminder  that  he  could  put  up  any 
name  he  wanted. 

Instead  of  buying  Drexel's  regular, 
non-dividend-paying  stock,  Milken 


Part  of  the  Milken  legend, 
nurtured  by  Drexel  Bumham,  is 
that  at  Wharton  he  wrote  a  paper 
updating  a  classic  study 
showing  that  the  rewards 
of  buying  low-rated 
securities  more  than 
compensated  for  the  risk. 
But  Milken  didnt  write  such  a 
piq>er.  And  in  fact,  he 
graduated  eight  years  after 
the  rest  of  his  class  did. 


insisted  the  firm  sell  him  interest- 
bearing  paper.  The  resulting  issue, 
$14  million,  is  known  inside  the  firm 
as  the  "western  convertible,"  of 
which  Milken  bought  $7  million  or  $8 
million.  The  convertibility,  we  esti- 
mate, gives  Milken  a  6%  interest  in 
the  firm,  making  him  the  third-larg- 
est holder  after  Groupe  Bruxelles 
Lambert  of  Belgium  and  the  firm's 
employee  stock  ownership  plan. 

And  to  think  that  Mike  Milken 
.might  have  become  just  another 
college  professor.  I.W.  (Tubby)  Bum- 
ham,  now  Drexel's  honorary  chair- 
man, recalls  that  in  1973  when  his 
Bumham  &  Co.  took  over  the  venera- 
ble but  failing  firm  of  Drexel  Firestone, 
where  Milken  worked,  Milken  was 
about  to  quit  and  take  up  teaching. 

The  reason:  Drexel  Firestone  kept 
him  on  a  short  leash — he  wasn't  al- 
lowed to  invest  more  than  $100,000  of 
the  firm's  money  at  a  time — and  he 
had  to  share  personally  in  the  trading 
losses.  Discovering  that  Milken  had 
been  making  about  50%  a  year  profit 
on  invested  capital,  trading  junk 
bonds  for  the  firm's  account.  Burn- 
ham  waived  Milken's  liability  for 


losses  and  boosted  him  to  half  a  mil- 
lion of  capital,  then  $2  million,  and 
then  $5  million. 

Milken  began  working  at  Drexel 
Firestone  while  attending  the  Whar- 
ton graduate  school  of  business.  He 
dropped  out  one  course  and  a  paper 
short  of  a  degree  in  1970,  although  he 
had  straight  A's. 

Part  of  the  Milken  legend,  nurtured 
by  Drexel  Bumham,  is  that  at  Whar- 
ton he  wrote  a  paper  updating  a  clas- 
sic study  showing  that  rewards  of 
buying  low-rated  securities  more  than 
compensated  for  risk.  Milken  wrote 
no  such  paper.  In  fact  Mil- 
ken, who  entered  with  the 
class  of  1970,  got  his  de- 
gree in  1978.  By  then,  it 
was  academic.  Milken 
had  come  to  dominate  the 
then-tiny  junk  bond  mar- 
ket and  was  making  a  ton 
of  money. 

Mike  Milken  was  look- 
ing for  an  overlooked  area, 
and  high  yield  was  it.  "If 
you  wanted  to  move  a  big 
block  of  bonds,  Mike  was 
the  only  place  to  go,  even 
though  you  got  the  feeling 
he  was  nicking  you  on  the 

  price,"  says  Joseph  Di- 

HHHH  Martino,  who  managed 
HHHI  bond  portfolios  at  Chase 
Manhattan  Bank  in  the 
early  1970s  and  is  now  president  of 
Dreyfus  Corp. 

"He  was  logging  in  inventory  over 
the  years  until  no  one  could  touch  his 
ability  to  know  where  things  were," 
DiMartino  continues,  noting  that 
where  the  securities  are  held  and  who 
the  players  are  is  a  key  in  Drexel's 
continuing  dominance. 

When  the  nation's  real  estate  in- 
vestment tmsts  crashed  en  masse  in 
1973-74,  REIT  bonds  automatically 
became  junk  bonds,  regardless  of  the 
underlying  value  of  the  tmsts'  proper- 
ties. Any  issuer  who  defaulted  was 
automatically  rated  D  by  the  rating 
agencies — and  there  lay  an  enormous 
market  anomaly  for  Mike  Milken  to 
exploit. 

The  raters  didn't  differentiate 
among  the  busted  bonds,  but  Milken 
did.  He  suggested  to  Drexel  Bumham 
that  the  firm  pay  REIT  paper  by  the 
ream,  but  Drexel  lacked  the  courage 
and  the  capital  to  do  so.  So  Milken 
and  his  associates  hocked  themselves 
to  the  eyeballs,  bought  the  paper  and 
over  several  years  made  a  fortune — 
between  $50  million  and  $70  million, 
depending  whom  you  talk  to.  At  least 
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Tough  performance.  It's  what  you  demand  from  office 
copiers.  Konica's  Royal*  Copiers  are  as  tough  as  your  expectations. 
Rugged  dependability  born  of  hard-working  technology  that  made 
us  famous.  A  full  line  of  highly  efficient  copiers  priced  to  bring 
down  the  cost  of  doing  business. 

Select  from  an  array  of  features  that  give  you  produc- 


tivity you  can  sink  your  teeth  into.  Zoom  magnifi- 
cation/reduction, automatic  2-sided  copying, 
automatic  document  feeders,  electronic 
editing,  color  copying,  and  much  more. 
Konica's  Royal  Copiers.  Everything  a  tough 
customer  like  you  demands  from  one 
copier  company.  Call  us  toll-free: 
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KDNICA  BUBINE55  MACHINES  U.S.A.,  INC. 
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\ 


Alamito  Company 

has  been  acquired  Dy 

Osceola  Energy,  Inc. 

an  aHihate  ot 

Catalyst  Energy  Development 
Corporation 


The  undersigned  acted  as  Imanciai  advisor  to  the  Inoependeni  Comm'ttee 
of  the  Board  ol  Directors  of  Aiatnito  Company  m  this  transaction 


E.  F.  Hutton  &  Company  Inc. 


Avondale  Mills 


r-.as  oeen  acquired  Dy 


AM  Acquisition,  Inc. 


a  n^ajonty  owned  subsidiary  of 


Walton  Monroe  Mills,  Inc. 


The  undersigned  acted  as  fir\anciai  advisor 
10  Avorviaie  Mills  m  this  transaction 


E,  F.  Hutton  &  Company  Inc. 


Mitex,  Inc. 


has  been  acquired  by 


The  Sithe/Energies  Group 


The  undersigned  assisted  m  the  r>egolia!ions  and  acted  as 
financial  advisor  to  Miiex.  Inc  m  this  transaction 


E.  F.  Hutton  &  Company  Inc. 


Great  American  First  Savings  Bank 


Los  Angeles  Federal  Savings  Bank 


The  undersigned  acted  as  financial  advisor  to  Great  Amencan 
First  Savings  Bank  in  this  transaction 


E.  F  Hutton  &  Company  Inc. 


James  W.  Daly,  Inc. 


has  been  acquired  by 


Cardinal  Distribution,  Inc. 


The  undersigned  imitated  this  transaction,  assisted  in  the  negotiations 
and  acted  as  financial  advisor  to  James  W  Daty.  inc 


E.  R  Hutton  &  Company  Inc. 


Beloit  Corporation 


has  been  acquired  by 


Harnischfeger  Corporation 


The  undersigned  acted  as  financial  advisor  to  certain  shareholders 
of  Beioit  Corporation  m  ihis  transaction 


E.  F.  Hutton  &  Company  Inc. 


Hutton 


Partners  in 


Mergers  &  Acquisitions 
Leveraged  Buyouts 


Corporate  Growth 


E.  F.  Hutton  LBO  Inc. 


(S  the  principal  investor  with  managemeni  i 


Gilbert  Engineering  Company,  Inc. 


which  has  acquired  in  a  leveraged  buyout  certain  assets  of 


Transitron  Electronic  Corporation 


The  undersigned  acted  as  financial  advisor  to 
Gilbert  Engineering  Company  Inc  in  this  Iransaciion 


E.  F.  Hutton  &  Company  Inc. 


E.  F.  Hutton  LBO  Inc. 


IS  the  principal  investor  with  management  in 


Bridgeport  Machines,  Inc. 


wMich  nas  acquired  m  a  leveraged  buyout 


The  Bridgeport  Machines  Division 


Textron  Inc. 


The  undersigned  acted  as  financial  advisor  to 
Brtdgepori  Machines.  Inc  m  this  transaction 


E.  F.  Hutton  &  Company  Inc. 


This  annoimcemeni  appears  as  a  matter  of  record  only 
July  1986 

$35,500,000 

Gilbert  Engineering  Company,  Inc. 


$12,000,000 
Revolving  Credit  Notes 

SI  5.000,000 
Senior  Notes 

$7,000,000 
Subordinated  Notes 

$1,500,000 

Cumulative  Convertible  Preferred  Stock 


The  undersigned  arranged  the  private  placement  of  these  securities 
with  institutional  investors 


E.  F  Hutton  &  Company  Inc. 


This  announcement  appears  as  a  matter  of  record  only 
July  1986 

$73,600,000 

Bridgeport  Machines,  Inc. 


$45,000,000 
Senior  Credit  Facility 

$12,600,000 
Senior  Term  Loan 

$12,857,000 
Subordinated  Debentures 

$3,143,000 

Cumulative  Convertible  Preferred  Stock 


The  undersigned  arranged  ine  private  ptacen^ent  of  these  securities 
with  institutional  investors 


E.  F.  Hutton  &  Company  Inc. 


LHLT 


Hutton 


Partners  with 


Mergers  &  Acquisitions 
Leveraged  Buyouts 


Division  Management 


half  of  that  was  Milken's. 

Anyone  interested  in 
taking  over  REIT  proper- 
ties or  entire  trusts  fre- 
quently found  he  had  to 
deal  with  Milken  because 
he  and  his  clients  con- 
trolled the  paper.  Many  of 
these  real  estate  men  still 
deal  with  Milken  and 
Drexel.  And  Milken  is 
into  real  estate  in  a  big 
way,  according  to  numer- 
ous sources:  During  the 
Seventies,  he  and  his 
associates  traded  some  of 
their  REIT  securities  for 
properties,  and  have  in- 
vested heavily  in  other 
real  estate. 

Controlling  debt  paper  allowed  Mil- 
ken to  net  the  redoubtable  Me- 
shulam  Riklis  as  a  client  and  friend. 
About  a  dozen  years  ago,  Milken  ar- 
ranged a  breakfast  meeting  with  Rik- 
lis and  politely  informed  him  that 
Drexel  and  its  clients  controlled  Rik- 
lis' Rapid-American  Corp. 

"How  can  that  be?"  the  flabbergast- 
ed Riklis  is  said  to  have  asked.  "I  own 
40%  of  the  stock."  "But  we  own  SI 00 
million  of  your  debentures,  and  if  you 
miss  one  payment,  we'll  take  the 
company  away,"  Milken  is  said  to 
have  answered.  Riklis  now  has  his 
West  Coast  offices  in  Drexel's  Beverly 
Hills  building  (which  Milken  owns 
part  of)  and  has  become  a  friend  of 
Milken's. 

Milken,  with  his  keen  eye  for  mar- 
ket anomalies,  influenced  Riklis,  Carl 
Lindner  and  Saul  Steinberg  to  take 
their  companies  private,  because  the 
public  would  never  appropriately  val- 
ue profits  made  from  trading  low- 
grade  securities. 

Ironically,  Lehman  Brothers  helped 
Milken  move  from  the  Riklises  and 
Steinbergs  and  Lindners  into  the 
mainstream  of  finance,  and  set  Drex- 
el/Milken  on  the  path  to  control  of 
large  parts  of  the  financial  markets.  In 
1977,  Lehman  underwrote  "original 
issue  junk"  securities  for  Pan  Am, 
Zapata  and  LTV.  The  securities  were 
placed  with  Lehman's  traditional  cli- 
ents who — not  attuned  to  the  idea  of 
holding  junk  paper  long  term — quick- 
ly unloaded  through  the  one  reliable 
outlet  for  such  things,  Michael  Mil- 
ken's trading  desk. 

It  occurred  to  Milken  and  to  Freder- 
ick Joseph  (then  head  of  Drexel's  cor- 
porate finance  department,  now  the 
firm's  chief  executive  officer)  that  if 
Milken  could  place  Lehman-issued 


Milken  politely  informed 
the  redoubtable  Meshulam  Riklis 

that  Drexel  and  its 
clients  controlled  his  company, 
Rapid-American  Corp. 
"How  can  that  be? 
I  own  40%  of  the  stock," 
the  flabbergasted  Riklis  asked. 
"We  own  $  100  million  of  your 
debentures,  and  if  you  miss 
a  payment  we'll  take  the  company 
away,"  Milken  answered. 


securities,  he  could  also  place  Drexel- 
issued  securities. 

Milken  began  spreading  beyond  his 
coterie  of  veteran  junk  traders  and 
broadened  to  investors  such  as  Talton 
Embry  of  Magten  Asset  Management. 
Embry,  a  most  conservative  fellow, 
says  that  investing  in  high-yield  paper 
has  given  his  accounts  an  average 
18%  annual  compounded  return  since 
1978,  half  again  as  great  as  the  Shear- 
son/Lehman  bond  index  for  the  peri- 
od. Low-quality  bonds  had  become 
respectable. 

And  that  brings  us  to  Milken  him- 
self. How  do  we  figure  he's  worth  half 
a  billion  dollars,  and  rising?  Well,  here 
are  holdings  that  we  know  about: 

•  His  Drexel  Burnham  stock,  worth 
$60  million  at  book  value  and  at  least 
double  that  if  Drexel  went  public. 

•  His  holdings  in  First  Executive 
and  First  Stratford:  $85  million. 

•  His  holdings — through  obscure 
partnerships  and  corporations — in 
Harris  Graphics,  Medco  Containment 
Services,  Porex  Technologies,  Revlon, 
Mattel  Inc.  and  Tierco  Group:  $125 
million. 

•  His  holdings  in  Reliance  Capital 
Group,  L.P.,  his  house  and  his  share  of 
the  Drexel  building  in  Beverly  Hills: 
$40  million. 

That's  at  least  $300  million — and 
we  haven't  counted  Milken's  personal 
trading  account  at  Drexel,  which  ap- 
pears to  be  worth  $150  million.  Or  his 
private  real  estate  holdings,  which  are 
said  to  be  vast. 

There  is  surely  more,  much  more. 
No  outsider  can  hope  to  be  encyclope- 
dic in  listing  the  holdings  of  so  bril- 
liant and  private  a  man.  As  a  kid, 
Milken  talked  about  being  a  million- 
aire by  age  30.  We  don't  know  if  he 
hoped  to  be  a  demi-billionaire  by  the 


age  of  40. 

What  goes  into  the  mak- 
ing of  such  a  tycoon?  Says 
Milken's  uncle,  Jerome 
Gore,  the  retired  chairman 
of  Hartmarx  Corp. :  "When 
he  was  on  his  way  to 
school,  he  stopped  off  to 
see  us.  We  took  him  to 
dinner  and  he  told  me,  'Un- 
cle Jerry,  I  expect  to  make  a 
success  of  my  life,'  and  I 
knew  then  he  had  unusual 
determination." 

In  high  school,  MiHcen 
got  himself  elected  head 
cheerleader,  prom  king  and 
most  sociable  boy  in  his 
class  at  Birmingham  High 
in  Van  Nuys,  even  though 
he  wasn't  the  outgoing  type.  "We  had 
brilliant  kids  here,  and  Mike  was  a  star 
even  among  them,"  recalls  Louis  Ra- 
mirez, a  Birmingham  High  teacher. 

In  his  undergraduate  days  at  the 
University  of  California  at  Berkeley, 
from  which  he  was  graduated  Phi  Beta 
Kappa,  Milken  pretended  to  get  high 
grades  with  little  effort.  "He  didn't 
like  people  to  know  he  worked  hard," 
says  Neil  Mazerow,  a  former  room- 
mate at  Sigma  Alpha  Mu  fraternity.  "I 
would  wake  up  in  the  middle  of  the 
night  and  he  was  never  in  bed.  He  was 
always  out  studying,  but  he  didn't 
want  anybody  to  know." 

"I  don't  think  I've  seen  anybody 
more  competitive  than  Mike,"  Ed- 
ward Jellen,  another  SAM  member, 
says.  "If  we  were  doing  the  dishes  in 
our  apartment,  he  always  liked  to 
time  how  long  it  took  and  said  he 
could  do  them  faster.  One  time  in  the 
fraternity  some  guy  was  bragging 
about  how  much  TV  he  watched  and 
Mike  said,  'I  bet  I  watch  more  TV 
than  you  do.'  "  Milken  won,  after 
watching  TV  for  24  straight  hours. 

Even  today  Milken  marches  to  a 
different  drummer  than  most  suc- 
cessful self-made  people.  Instead  of 
living  amid  the  nouveau-affluent  in 
Beverly  Hills,  he  dwells  in  Encino,  the 
San  Fernando  Valley  community  in 
which  he  and  his  wife,  Lori,  his  high 
school  sweetheart,  were  raised. 

He  doesn't  spoil  his  kids  by  treating 
them  like  a  rich  man's  children.  One 
of  the  reasons  Milken  gave  when  he 
declined  to  be  interviewed  by  Forbes 
is  that  he  didn't  want  his  kids  to 
know  how  rich  he  is. 

Until  recently,  Milken  drove  an 
Oldsmobile  to  his  Beverly  Hills  office, 
near  spiffy  Rodeo  Drive.  After  much 
kidding  by  his  colleagues,  he  recently 
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sprang  for  a  Mercedes  Turbodiesel. 

What  does  Mike  Milken  want 
done?  He  says  he  wants  to  help  re- 
store American  business  to  owner- 
management,  so  that  dynamic  new- 
comers can  transform  tired  old  com- 
panies and  make  us  competitive  with 
the  Japanese  (see  box,  p.  40). 

Or  is  it  simply  that  Milken,  who  at 
40  isn't  even  beginning  to  slow  down, 
is  doing  what  he  always  did — making 
trades  and  doing  deals — and  has  in- 
vented a  rationale  to  explain  his  busi- 
ness activities? 

Is  he  a  hero,  or  a  villain?  Having  big 
old  companies  leverage  themselves  a 
bit  to  generate  cash  for  shareholders  is 
probably  healthy.  And  Milken  has 
helped  hungry  entrepreneurs  capture 
companies  from  corporate  bureau- 
crats. But  the  other  side  of  the  coin  is 
that  corporate  borrowing  may  be  get- 


ting out  of  hand.  Look  at  Unocal  and 
Phillips,  which  are  in  peril.  The  unex- 
pected bankruptcy  of  LTV  Corp.  made 
the  junk  bond  market  shudder,  a  re- 
minder that  high-yield  paper  can  also 
be  high-risk  paper.  High-yield  apolo- 
gists dismiss  LTV  as  an  isolated  case. 
But  how  many  LTVs  can  the  high- 
yield  market  take  before  the  more 
nervous,  unseasoned  players  dump 
their  paper  and  head  for  the  hills?  The 
point  remains:  When  interest  rates 
spike  upward  and  the  economy  de- 
clines, lots  of  high-yield  paper  will  be 
on  the  rocks. 

So,  we  don't  know  if  Mike  Milken 
will  go  down  in  history  as  a  great  man 
or  as  the  person  who  helped  leverage 
our  economy  to  the  breaking  point. 
We  do  know  that  it  will  be  written 
that  he  was  the  towering  financial 
figure  of  our  time.  ■ 


Friends  of  the  firm 


ichael  Milken  and  Drexel 
Bumham  Lambert  take  care 
of  their  customers.  Consider  Reli- 
ance Capital  Group  L.P.,  one  of  the 
contestants  in  the  seemingly  end- 
tess  battle  for  independent  TV  sta- 
tion owner  John  Blair  &.  Co. 

Reliance  L.P.,  which  offered 
more  than  $350  million  for  Blair, 
looks  like  just  another  part  of  Saul 
Steinberg's  Reliance  Group  Hold- 
ings empire,  but  it's  actually  some- 
thing else:  a  partnership  that  in- 
cludes not  only  Steinberg  but  also 
Milken  and  Drexel  Burnham,  as 
well  as  executives  of  firms  that  are 
important  Drexel  clients. 

Reliance  L.P.  was  started  in  No- 
vember 1983  with  $60  million.  It 
has  parlayed  its  initial  stake  into 
an  estimated  $150  million.  That's 
a  nice  150%  return  in  less  than 
three  years. 

Who  are  the  lucky  investors? 
Among  them  is  William  Mc- 
Gowan,  chairman  of  MCI  Commu- 
nications, whose  company  has 
raised  nearly  $2  billion  through 
Drexel.  McGowan's  investment  in 
Reliance  L.P.:  $1  million.  Steve 
Wynn  and  two  other  executives  of 
Golden  Nugget — a  key  Drexel  cli- 
ent— are  in  for  a  total  of  $3.5  mil- 
lion. The  Spiegel  family  of  Bever- 
ly Hills,  whose  Columbia  Savings 
&  Loan  Association  holds  $2  bil- 
lion of  Drexel  high-yield  paper,  is 


in  for  $750,000. 

Arbitrager  Ivan  Boesky  and  his 
wife  invested  $1  million.  A  part- 
nership owned  by  Gene  Phillips 
and  William  Friedman,  founders  of 
Southmark  Corp.,  a  real  estate  syn- 
dicator  that  has  raised  $450  mil- 
lion through  Drexel  this  year 
alone,  invested  $2  million.  Rev- 
Ion's  Ronald  Perelman,  $1.5  mil- 
lion. Victor  Posner,  $1.5  million. 
Canada's  Belzberg  family,  $1.5 
million.  There's  even  some  show 
biz  money:  Frank  Sinatra,  $1  mil- 
lion, and  Diana  Ross,  $2  million. 

The  biggest  investor,  $6  million, 
is  Mantar  Associates,  a  partnership 
of  Milken  and  his  Drexel  col- 
leagues. Milken  is  personally  in  for 
another  $1.6  million. 

Drexel  is  arranging  the  financing 
for  the  John  Blair  deal,  and  also 
financed  the  leveraged  buyout  of 
Days  Inns,  Reliance  L.P.'s  major 
coup  to  date.  Reliance  L.P.  ac- 
quired about  4  million  shares  of 
Days  Inns  at  $4  in  September  1984. 
Days  Imis  went  public  at  $12  a 
little  over  a  year  later,  and  recently 
sold  at  $25. 

Some  of  those  who  profited  are 
executives  of  publicly  traded  com- 
panies that  do  business  through 
Drexel.  All  this  raises  a  question: 
Does  this  investment  opportunity 
properly  belong  to  the  company  or 
to  its  executives? — H.R. 


SOME  ARE  BORN  OOOD, 
SOME  HAKE  flOOD, 

UD  SOME  ARE  CAUQHT 
WITH  THE  flOODS. 

— ■— ^^^^M  Thomas  Jefferson  — 

Mr.  Jefferson  neglected  to 
mention  a  fourth  category.  It 
describes  some  of  the  most 
successful  people  of  our 
time... Those  who  are  not 
caueht  with  the  goods! 
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SOLE  U  S  IMPORTER  NEW  BRITAIN,  CT  U.S.A. 
■1  ENJOY  IN  MODERATION 


"Mazda  is  known 


"With  its  Dynamic  Tracking 
Suspension  System,  the  RX-7  ^ 
Turbo's  rear  wheels  can  actually  helf^. 
steer  you  throiij^h  a  turn.  The  result 
is  a  sports  car  that's  a  pleasure  to  drivii 
on  even  the  most  twisting  road."  | 


Kenichi  Yamamoto 

President,  ^\ 
Mazda  Motor  Corporation 
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"One  key  to  the  RX-7  Turbo's  excep- 
tional performance  and  fun-to-drive 
nature  lies  in  its  two-stage  turbo- 
charged  rotary  engine.  Intercooled 
and  fuel-injected,  the  engine 
produces  182  hp." 


"The  turbocharger's  unique 
two-stage  design  and  impact 
turbine  blades  ensure  optimum 
performance  and  lag-free  response '"^^ 
at  any  engine  speed."  ,^„^^BMf 
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TODAX  ITS  A : 

5PORTS  CAR 

1  POWERED  BY  THE  WORLDS  OND" 
S  INTERCOOLEE)  TURBOCHARGED 

K 

mm 

1       ROTARY  ] 

ENGINE. 

hen  Mazda  introduced 
the  first-generation  RX-7 
in  1978,  it  stunned  the  automo- 
tive world.  For  the  RX-7,  with  its 
I  unique  rotary  engine,  offered 
remarkable  technical  sophistica- 
tion, performance  and  value. 
Which  led  Road  &  Track  to  call 
the  RX-7  "...  an  enthusiast's 
dream  come  true." 

Today,  there's  a  new-genera- 
tion RX-7  capturing  the  imagina- 
tion of  driving  enthusiasts  and 
automotive  editors— the  fuel- 
injected,  intercooled  RX-7  Turbo. 
Its  performance  can  be  seen  in  its 
spectacular  6.7-second  0-60  time 
and  140  mph  top  speed.  Its  inno- 
vative design  is  evidenced  by  a 
suspension  system  so  advanced, 
the  rear  wheels  can  actually  help 
steer  you  through  a  turn.  Yet  true 
to  its  heritage,  this  new  RX-7 
remains  an  exceptional  value. 

AT  THE  HEART  OF 
A  REMARKABLE  CAR- 
A  REMARKABLE  ENGINE. 


The  result  of  their 
relentless  pursuit  is  a 
patented,  two-stage 
turbocharger.  At 
low  engine  speeds, 
the  turbo's  small 
primary  chamber 
acts  to  increase  the 
flow  speed  and 
energy  of  exhaust 
gases  striking  the  turbine 
and  provides  quick,  lag-free 
response.  Above  2700  rpm,  a 
larger  secondary  chamber  opens 
to  ensure  optimum  exhaust  gas 
volume  and  flow  for  high  speed 
driving.  The  result  is  a  turbo- 
charger  with  the  unique  abUity 
to  provide  exceptional  low- speed 
response  as  well  as  an  exhilarat- 
ing increase  in  overall  power. 

Mazda  engineers  also  incor- 
porated an  air-to-air  intercooler 
to  cool  the  hot,  pressurized  air 
coming  from  the  turbocharger. 
The  cool,  dense  charge  of  air  it 
produces  improves  combustion 
efficiency  and  adds  still  further 
to  the  power  of  the  engine. 


MAZDA'S  U.S.  PLANT-An  update. 


With  work  continuing  on  its  new  ^450  mil- 
lion plant  in  Flat  Rock,  Michigan,  Mazda 
has  launched  a  series  of  training  courses 
for  kexf  American  supervisory  personnel 
at  the  company's  plants  in  Hiroshima  and 
Hofu,  Japan,  these  courses  will  cover 
Mazdas  production  methods,  team  concept 
and  quality  control  systems. 


The  Mazda  RX-7  Turbo— Motor  Trend 
magazine's  1986  Import  Car  of  the  Year. 

AT  MAZDA,  THE 
FUN  OF  DRIVING  IS 
TAKEN  VERY  SERIOUSLY 

The  RX-7  Turbo  is  a  car  for 
those  with  a  passion  for  driving. 
And  behind  this  exceptional 
sports  car  lies  an  exceptional  cor- 
porate philosophy— one  that's 
earned  Mazda  a  reputation  as  a 
maverick  among  Japanese  auto- 
makers. For  at  Mazda,  there's  an 
obvious  willingness  to  explore 
the  unconventional.  An  eager- 
ness to  challenge  the  limits  of 
innovation.  Plus  a  rare  commit- 
ment to  enriching  people's  lives 
through  vehicles  that  are  fun  to 
drive.  And  that's  a  commitment 
Mazda  will  always  take  seriously. 

For  a  free  copy  of  the  1985 
Mazda  Annual  Report  and /or 
your  choice  of  a  1986  RX-7,  626, 
323  or  B2000  product  catalog, 
write  to:  Mazda  Report /Catalog 
Offer  Box  5960-CO  Orange, 
CA  92668.  Or  call  this  toll-free 
number:  800-521-1055 


As  I  See  It 


There  is  the  depressing  newspaper  version 
of  what's  happening  to  the  personal  com- 
puter business.  Then  there  is  David  Nor- 
man s  version. 

Slump? 
What  slump? 


By  Marc  Beauchamp 


Y'  ou  READ  about  how  this  is  a 
terrible  business.  Well,  right 
now  we  have  everybody  scream- 
ing for  product.  It's  wonderful." 

That's  David  Norman,  founder  and 
chief  executive  of  San  Jose,  Calif. 's 
Businessland,  Inc.,  the  personal  com- 
puter retailer  with  100  wholly  owned 
computer  centers  in  30  states  and  a 
marketing  staff  of  770.  For  fiscal  1986 
(ended  June  30)  Businessland  had 
sales  in  excess  of  $400  million — up 
50%  from  the  year  before — and  profits 
of  approximately  $4.5  million,  far  ex- 
ceeding 1985's  earnings.  After  going 
public  at  10  in  December  1983, 
Businessland's  stock  fell  as  low 
as  3,  but  has  since  rebounded  to  a 
recent  878. 

Norman  ascribes  much  of  last 
year's  growth  to  the  continuing 
popularity  of  IBM's  PC  line.  IBM 
PCs?  Aren't  their  sales  under  at- 
tack from  the  Asian  clones?  we 
ask  Norman  when  he  drops  by 
the  Forbes  West  Coast  bureau  for 
a  chat. 

"Let  me  tell  you,"  says  Nor- 
man, "in  the  last  18  months 
IBM's  share  of  our  computer  ship- 
ments hasn't  changed  one  iota.  It 
has  continued  to  be  two-thirds  of 
our  business.  And  in  the  last  12 
months  Businessland  grew  50%. 
IBM  isn't  losing  share  in  the  busi- 
ness marketplace." 

Why,  we  insist,  isn't  this 
growth  reflected  in  the  newspa- 
per accounts? 

"The  data  from  my  old  profes- 
sion (market  research]  is  mislead- 
ing," replies  Norman,  who  found- 


ed and  ran  Dataquest,  the  high-tech 
market  research  outfit,  before  he  left 
to  start  Businessland  in  1982.  "They 
survey  the  little  computer  stores.  But 
two-thirds  of  the  personal  computer 
business  is  the  business  market,  and 
they  are  not  really  picking  that 
data  up." 

There  is  no  denying  that  the  person- 
al computer  industry's  growth  has 
slowed.  But  neither  is  the  business 
flat  or  falling,  states  Norman.  "It 
went  from  a  90%  growth  rate  down  to 
a  more  normal  20%-per-year  growth 
rate.  But  I  see  our  customers  buying 
faster,  more  powerful  machines.Two 
years  ago  the  average  price  for  a  sys- 

George  Sieii 
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Busmessland's  David  Nonnan 
"Today  I'm  very  optimistic.'^ 


tem  we  sold  was  $5,400.  Today  it's 
$6,400.  And  the  price  of  hardware  has 
come  down  25%  a  year.  Now  the  hot- 
test product  we  have  is  the  new  AT 
from  IBM  [list  price  around  $5,000]. 
For  the  last  three  months  we  haven't 
gotten  enough  of  them." 

If  IBM  remains  the  company  to 
beat,  Apple  Computer  seems  to  be 
making  an  impressive  recovery. 
"They  are  making  inroads  in  the  busi- 
ness market,"  says  Norman  of  Ap- 
ple's prospects.  "A  lot  of  our  middle 
manager  customers  prefer  the  Mac 
[Macintosh],  for  its  ease  of  use  and 
publishing  capability."  Moreover, 
with  John  Sculley  in  charge,  "we're 
seeing  real  business  people  coming  to 
Apple  forums,  not  people  in  T  shirts." 

Norman  says  his  biggest  surprise  is 
that  the  Japanese  have  yet  to  make 
any  waves  in  the  personal  computer 
market.  He  figures  this  has  to  da  with 
the  absence,  until  recently,  of  a  signif- 
icant Japanese  domestic  market  for 
personal  computers.  Thus  Japanese 
producers  have  not  been  able  to  amor- 
tize production  costs  over  a  large  con- 
sumer base  as  they  have  in  cars,  elec- 
tronics and  office  equipment. 

But  this  is  probably  changing.  Soft- 
ware is  becoming  big  business  in  Ja- 
pan (see  p.  100).  And,  says  Norman, 
"because  the  new  machines  can  han- 
dle kanji  [Chinese-derived  ideo- 
graphs], the  Japanese  are  starting  to 
see  the  value  of  personal  computers  in 
the  office  environment." 

We  ask  Norman  about  the 
made-in-Asia  computers — the 
IBM  PC  clones.  He  manages  to 
contain  his  enthusiasm.  "The 
clones  have  taken  share  with  the 
individual,"  he  says,  "but  the 
business  person  who  wants  to 
run  his  business  or  corporation, 
wants  to  communicate  all  over 
the  country  or  all  over  his  factory 
or  office,  and  connect  to  his 
mainframes — he  isn't  shifting 
[from  IBM]." 

Ah,  but  isn't  Norman  himself 
adding  a  clone  to  Businessland's 
lineup?  He  is.  It  is  a  machine  en- 
gineered by  San  Jose,  Calif. -based 
Wyse  Technology  and  made  in 
Taiwan.  It  will  bear  the  Wyse  and 
Businessland  name  and  retail 
from  $3,295  to  $4,795—10%  less 
than  a  comparable  IBM. 

Businessland  needs  the  clone, 
Norman  explains,  to  boost  the 
chain's  volume  and  margins.  The 
latter  average  around  2%,  pre- 
tax— not  much  better  than  a  big 
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How  to  get  cash  in  five  times  as  many 
places  as  American  Express. 


Whether  you  need  rupees 
for  a  rug  in  Kashmir,  or 
dollars  for  an  emergency  W 


in  Seattle,  your  Visa^  card  is  the 
easiest  way  to  get  cash 
Because  the  Visa  s 
means  you  have  instant  access 
to  dollars  or  drachmas,  cmzeiros 
or  pesos  at  over  180,000  banks  in  the 
U.S.  and  abroad. 

That's  more  than  five  times  as  many  places 
around  the  world  as  American  Express. 

There  are  also  over  8,000  cash  machines 
where  you  just  enter  your 
personal  l.D.  number 
and  Visa  card  and 
you  leave  with  cash. 


Next  time  you  travel,  look  for 
the  Visa  symbol.  It  means  easy 
access  to  cash  in  any  language 


If  s  everywhere  you  want  to  be! 


ONE  OF  THE  WORLD  S 
THREE  GREAT  RESORTS 

JUST  BECAME 
ONE  OF  THE  WORLD'S 
TWO  GREAT  RESORTS. 

"And  we  have 
two  i8-hole  courses 
to  prove  itr 

Come  to  the  new 
La  Costa.  Telephone 
today  for  reservations 
and  information:  1-800-854-6564. 

In  CaUfornia,  w  Cf\c4'-% 
1-800-542-6200.  l^u  v^vl^lcl 

One  of  the  world's  two  great  resorts. 


N 


SEPT.  24 

2  PM.  This 
magnificent 
one-of-a-kind 
80-plus  acres 
wilderness  resort 
is  located  next  to 
the  Middle  ft)rk 
of  the  Salmon 
River,  THE 
FAMOUS  "RIVER 


OF  NO  RETURN." 
A  4  seasons 
operation,  it  is 
surrounded  by 
2.2  million  acres 
of  Idaho's  most 
pristine  beauty. 
Rustic  private, 
executive  con- 
ference, or  public 
accommodation. 


Year-round  recreation  includes  a  variety  of  activities... 
big  game  hunting,  fabulous  fishing,  horseback  riding,  hiking, 
backpacking,  snowmobiling,  cross  country  skiing,  target  and  clay 
shooting,  swimming,  hot  springs  baths  and  awesome  photo 
opportunities,  to  mention  a  few.  Access  is  by  air,  pack  trip  or 
river  raft.  There  is  an  airstrip  servicing  the  property. 
Middle  Fork  Lodge  Is  The  Ultimate  Getaway  In  Isolated  Luxury! 

For  Bidder's  Information  and  Kits  Call: 
7-800-632-4563  in  western  states  (except  Idaho),  (208)  342-7888  in  Idaho 
and  other  states  collect,  or  (219)  925-5600. 


KRUSE 

INTERNATIONAL 


Dean  Kruse,  Auctioneer 


grocery  store  chain.  Norman  figures 
Busincssland  is  missing  many  sales  to 
governmental  units,  value-added  re- 
sellers and  other  cost-conscious  buy- 
ers who  want  IBM  compatibility  but 
won't  pay  a  premium  to  get  it. 

Norman  isn't  much  worried  that 
regional  computer  retail  outfits  or 
franchises  like  ComputerLand  will 
win  many  of  the  national  accounts  he 
is  after.  "There  aren't  that  many  peo- 
ple you'd  want  to  invite  in  to  network 
your  company,"  he  asserts.  "They 
lack  the  capital,  technical  expertise 
and  the  quality  control."  As  for  IBM, 
Norman  thinks  the  company  will 
turn  over  much  of  its  personal  com- 
puter business  to  outfits  like  Busi- 
nessland:  "We  can  move  a  lot  of  prod- 
uct for  them,  and  they  only  need  one 
person  on  our  account." 

You  can,  if  you  want,  puncture  Da- 
vid Norman's  outward  good  humor  by 
asking  about  the  regional  Bell  operat- 

IflBM  remains  the 
company  to  beat,  Apple 
Computer  seems  to  be 
matcing  an  impressive 
recovery. 

ing  companies — specifically,  Nynex 
and  Pacific  Telesis,  both  of  which 
have  recently  bought  computer  retail 
chains.  In  May  Norman  won  a  tempo- 
rary restraining  order  from  a  Califor- 
nia court  barring  Pacific  Telesis'  Pac- 
Tel  InfoSystems  from  using  confiden- 
tial employee  and  customer 
information  to  solicit  Busincssland 
employees  or  customers.  The  suit  was 
settled  in  early  August  for  an  undis- 
closed sum,  and  for  agreements  pro- 
hibiting recruitment  and  soliciting 
large  accounts  from  each  other. 

"Phone  bills  should  be  going  down 
instead  of  up,"  Norman  says.  "I  sus- 
pect the  Bell  operating  companies  are 
paying  ridiculous  prices  and  losing 
money,  and  there's  no  accountabili- 
ty." Nynex,  predicts  Norman,  could 
rack  up  "large  losses  in  computer  re- 
tailing because  of  their  inexperience.  I 
understand  only  30%  of  the  people  at 
those  IBM  product  centers  they 
bought  stayed.  This  business  is  just 
two  things:  people  and  systems.  I  con- 
tend they  don't  have  either."  But  then 
Norman  regains  his  calm  as  he  looks 
at  the  personal  computer  horizon.  "A 
major  downturn  in  the  economy 
would  certainly  affect  personal  com- 
puters, but  they're  going  to  be  less 
affected  than  mainframes — and  I 
don't  see  that  (a  downturn)  happen- 
ing," he  concludes.  "I  have  always 
been  optimistic,  but  today  I'm  very 
optimistic."  ■ 
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Plainly  for  Everyone* 

The  first  plain  paper  facsimile  that  doesn't 

come  at  a  premium. 


Until  now,  plain  paper  in  a  facsimile 
was  the  exception.  But  no  longer. 
Introducing  the  FAX-610  Plain  Paper 
Facsimile.  It  costs  no  more  than  similar 
thermal  units.  But  the  advantages 
are  plain. 

Because  the  image  quality  of 
documents  you'll  get  on  plain  paper  is 
far  better  And  you  can  use  them  as 
originals.  Since  you  can  write  on  them 
with  just  about  anything,  and  file  them 
away  indefinitely 

Yet  the  economical  FAX-610  is  no 
plain  Jane.  It  has  everything  you'd 
expect  from  an  advanced  business 
facsimile.  Plus  it's  just  plain  smart:  with 
speed  dialing  to  49  locations,  delayed 


transmission  with  auto  document  feeder, 
and  delayed  20-location  multiple  polling 
with  automatic  document  cutting.  And 
it's  just  plain  fast:  17  seconds  a  page.* 

Finally  the  FAX-610  is  just  plain 
affordable.  Which  looks  good  on  paper, 
and  definitely  makes  plain  old-fashioned 
business  sense. 

The  Canon  FAX-610:  The  first  plain 
paper  facsimile  that's  plainly  for  everyone. 
And  that's  just  plain  extraordinary 

*BasedonCCITTNo  1  Test  Char! 


Canon  U.S.A.,  Inc..  Facsimile  Division 
PO  Box  5210,  Clillon,  New  Jersey  07015 1-800-OK  CANON 

C  Please  send  me  more  informatron  about  the  Canon  FAX-610. 
□  Please  have  a  salesperson  contact  me 

4KFOR08266 


Canon 

[F«°§1](5) 

TNI  FASTEST  WORDS  IN  BUSINESS  COMMUNICATIONS. 

l986CanonUSA  Inc 


Personal  bankruptcies  are  climbing  and  mortgage  delinquency 
rates  are  high,  yet  everybody  wants  to  lend  money  to  consumers. 


Birth  of  the 
junk  mortgage? 


FROM  Boston  to  San  Fran- 
cisco, it  is  becoming  this 
year's  most  familiar — if  not 
most  grating — radio  com- 
mercial. "Hi,  I'm  Bill  Ca- 
muti  for  the  Loan  Depot.  If  you're  a 
homeowner,  you  can  borrow  against 
the  equity  in  your  home  regardless  of 
your  past  credit  history."  The  blather 
ends  with  a  jingle  that  nags,  "Call 
800-USA-LOAN,  call  800-USA- 
LOAN." 

The  Loan  Depot  is  no  ordinary, 
friendly  finance  company  charging 
rates  that  would  shame  a  loan  shark. 
The  company,  pushing  money  nation- 
wide from  its  Boston  area  headquar- 
ters, is  actually  marketing  loans  for 
some  of  the  biggest  financial  institu- 
tions in  the  country.  Ford  Motor 
Credit,  Chrysler  First,  Security  Pacif- 
ic, The  Travelers  and  more  than  200 
other  lenders  have  signed  with  the 
Loan  Depot,  which,  for  a  fee,  feeds 
them  new  borrowers. 

Be  you  top  credit  risk  or  borderline 
deadbeat.  Loan  Depot  can  match  you 
with  a  bank,  finance  company,  sav- 
ings and  loan,  mortgage  banker  or 
wealthy  investor  ready  to  lend.  The 
only  requirement  is  that  the  borrower 
have  proof  of  equity  in  a  livable  home 
or  in  some  other  piece  of  real  estate. 

Loan  Depot  says  its  phones  are  ring- 
ing steadily,  seven  days  a  week. 
Twenty-five  sales  agents  were  field- 
ing calls  at  peak  hours  in  April;  by 
July  there  were  an  additional  50,  and 
Loan  Depot  has  just  put  in  desks  and 
phones  for  another  75  on  top  of  that. 

With  business  in  general  slow  and 


By  David  Henry 

with  so  many  other  types  of  loans 
turning  sour,  "Everybody  wants  a 
piece  of  the  consumer,"  says  George 
Kilguss  Jr.,  executive  vice  president  at 
Citizens  Bank  in  Providence,  R.I. 

Lenders  have  been  running  out  of 
even  halfway-decent  credit  card  risks, 
and  the  hot  idea  now  is  individual 
lines  of  credit  along  with  the  kind  of 
second  mortgage  pitched  by  firms  like 
the  Loan  Depot,  both  secured  by  as 
much  as  80%  of  an  owner's  equity  in 
a  home. 

These  subordinated  mortgages  have 
gotten  a  big  boost  from  federal  tax 
reform,  which  seems  about  to  limit 
sharply  deductions  for  interest  ex- 
penses, except  those  tied  to  residen- 
tial mortgages.  In  other  words.  Con- 
gress is  about  to  encourage  you  to  use 
your  house  as  collateral  to  buy  a  car,  a 
boat,  to  take  a  vacation  or  whatever. 

Inflation  has  pushed  the  median 
price  of  an  existing  American  home 
from  $37,600  to  $84,400  in  a  decade. 
"You're  talking  about  $3  trillion  of 
untapped  equity,"  says  David  Farris, 
who  heads  Beneficial  Corp.'s  consum- 
er division.  "For  years,  if  you  had  a 
second  mortgage,  you  didn't  tell  any- 
body. Now  people  understand  that  le- 
verage isn't  just  a  Wall  Street  term." 

Since  many  people  now  have  as 
much  card  credit  as  they  want  to  han- 
dle, the  go-go  peddling  of  plastic  and 
other  easy-credit  products  is  rounding 
up  a  lot  of  deadbeats.  So  more  compa- 
nies are  looking  to  those  second  mort- 
gages and  secured  lines  of  credit.  The 


margins  there  are  healthy,  too,  and 
home  loans  are  usually  a  lender's  saf- 
est product.  Delinquency  rates  are 
traditionally  extremely  low  because 
people  pay  mortgages  before  other  ob- 
ligations and  go  to  great  pains  to  avoid 
defaulting.  The  pace  of  this  second- 
mortgage  lending  slowed  in  the  first 
half  of  the  year,  but  only  because  of 
the  logjam  created  as  interest  rates 
edged  downward  and  homeowners 
rushed  to  refinance  and  some  in- 
creased their  debt  under  the  rewritten 
mortgage. 

Ten  years  ago  there  were  a  few  hun- 
dred firms  originating  second  mort- 
gages; now  there  are  over  21,000.  A 
recent  American  Bankers  Association 
survey  showed  that  roughly  25%  of 
all  banks  (and  92%  of  the  biggest 
banks)  will  offer  home  equity  credit 
lines  by  the  end  of  this  year.  Benefi- 
cial began  offering  such  loans  a  decade 
ago.  But  it  says  that  in  the  last  two 
years  volume  has  increased  25%. 
Merrill  Lynch  even  offers  a  home-eq- 
uity-backed credit  card,  with  credit 
limits  as  high  as  seven  figures,  which 
makes  it  easy  to  cash  in  your  home 
equity  .without  vacating  your  home. 

Estimates  are  that  second  mortgage 
debt  increased  by  $25  billion,  to  SI 50 
billion,  last  year,  while  consumer  in- 
stallment credit  grew  by  $8 1  billion,  to 
$535  billion,  in  the  same  period. 

By  some  measures,  these  numbers 
are  hardly  frightening.  Payments  on 
most  common  types  of  consumer 
debt,  for  instance,  now  stretch  out 
longer  than  ever.  Four-  and  five-year 
car  loans,  for  example,  are  typically 
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here's  something  new  under  the  midnight  sun 


1  early  summer,  the  Arctic  sun  never 
;ts.  In  winter,  it  s  seldom  seen.  But 
;mote,  icy  Thule  in  Greenland  does 
ave  one  attraction.  It  is  the  ideal 
te  for  the  U.S.  Air  Force's  newest 
allistic  missile  eariy  warning  system. 

Ten  stories  high,  this  electronic 
;ntinel  watches  the  skies  from 
istern  Siberia  to  western  Europe, 
n  advanced  technology  called 
based  array  radar  enables  its  agile 
earn  to  scan  billions  of  square  miles 
1  seconds.  Any  objects  launched 
1  that  immense  zone  are  located, 
ientified,  and  tracked  with  speed 
nd  precision. 

The  Air  Force  chose  Raytheon 
)  design  and  construct  the  Thule 
istallation,  a  selection  influenced  by 
.aytheons  unsurpassed  experience 
1  building  large  phased  array  radars. 

Over  the  years,  Raytheon  has 


thoroughly  mastered  the  fijndamen- 
tals  of  phased  array  radar  and 
systems  management.  That  knowl- 
edge helped  us  complete  these 
sophisticated  systems  successflilly, 
even  in  remote  locations.  And  the 
fact  that  each  one  has  proven  to  be 
remarkably  reliable  demonstrates 
once  again  that,  at  Raytheon,  quality 
starts  with  fundamentals. 

Raytheon  Company  141  Spring 
Street,  Lexington,  MA  02173. 


Raytheon 


Where  quality  starts  with  fundamentals 


Putting  on  the  debt 


Americans  are  ready  for  more  credit,  debt  merchants  say.  They  point 
out  that,  with  interest  rates  down  sharply,  home  and  auto  repayments 
now  take  little  more  of  income  than  they  did  15  years  ago. 


Percent  of  tamily  income 


III 

-      •"^     House  and  car  pavmeni 

ts 

'71    72    '73    '74    '75    '76     '77    '78    '79    '80     '81    '82    '83    '84    '85  '86- 


But  that's  not  the  whole  picture.  As  consumer  borrowing  rises,  house- 
holds become  more  vulnerable  to  any  trouble  in  the  economy.  Install- 
ment debt  in  the  U.S.  has  jumped  since  the  last  recession. 
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Signs  of  stress  are  already  visible.  It's  no  small  irony  that  even  as 
lenders  now  aggressively  promote  second  mortgages,  borrowers  are 
increasingly  having  trouble  paying  their  first  mortgages  on  time. 


Percent  of  mortgages 
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There  is  only  limited  reassurance  in  borrowers'  overall  solvency.  The 
ratio  of  household  financial  assets  to  liabilities  has  risen  only  slightly 
of  late,  but  that  cushion  is  flatter  than  it  used  to  be. 


350 

300 

250 

200 
150 

100 

50 

Financial  asset 

.s 

0 

■71    '72    '73    '74    75    '76    '77    '78    '79    '80     '81    '82    '83    '84    '85  '86' 


*  First  quaner. 

t  Not  seasonally  adjusted. 

Sources:  Shearson  Lehman  Brothers;  Federal  Reserve  System:  :\lortgage  Bankers  Association  of  America 


replacing  three-year  obligations.  And 
the  auto  companies  have  been  throw- 
ing low  interest  rates  at  consumers  to 
get  them  to  buy  more  cars.  Taken 
together,  auto  and  mortgage  loans, 
which  are  about  78%  of  the  nation's 
household  debt  load,  still  leave  most 
folks  with  a  good  bit  of  cash  after  their 
monthly  payments.  Such  payments 
were  38%  of  median  family  income 
last  year,  down  from  54%  in  the  reces- 
sion year  of  1981. 

But  It  would  be  foolish  to  put  too 
much  faith  in  that  comforting  statis- 
tic. The  economy  is  past  due  for  a 
slump,  and  Americans  are  more  deep- 
ly in  debt  than  they've  ever  been. 
Consumer  installment  debt  is  now 
over  S545  billion.  That's  18.6%  of  dis- 
posable income,  the  highest  since 
World  War  II  and  nearly  AVi  points 
higher  than  the  most  recent  trough,  in 
1983.  Personal  bankruptcy  filings  are 
up  30%  from  last  year,  to  an  annual 
rate  of  370,000.  That's  also  a  record, 
though  it  is  unclear  what  percentage 
is  attributable  to  credit  card  or  mort- 
gage debts. 

It  IS  known,  however,  that  delin- 
quencies on  home  mortgages  and 
consumer  credit  are  running  at  about 
the  same  rate  as  they  were  at  the  end 
of  the  last  recession,  in  late  1982.  An 
important  thought:  Recessions  have 
generally  been  getting  more  frequent 
and  more  severe.  Mortgage  delinquen- 
cies, of  course,  are  heavily  concentrat- 
ed in  areas  like  Texas,  where  unem- 
ployment IS  hitting  post-Depression 
records  in  some  cities. 

So  longtime  students  of  the  econo- 
m.y,  E.  Gerald  Corrigan,  president  of 
the  Federal  Reserve  Bank  of  New 
York,  for  one,  are  seriously  concerned 
that  consumers  have  been  lulled  into 
a  dangerous  sense  of  security  about 
debt.  Corngan  says  that  most  heavy 
borrowers  still  believe  inflation  will 
bail  them  out,  even  though  inflation 
has  subsided,  at  least  for  now.  If  infla- 
tion returns,  Corrigan  wams,  it  will 
drive  interest  rates  up  and  produce  a 
cascade  of  defaults  on  the  growing 
body  of  adjustable-rate  obligations. 

Corrigan  worries,  too,  that  borrow- 
ers have  simply  lost  their  fear  of  debt. 
Certainly  owing  money  doesn't  carry 
the  stigma  it  once  did.  "Homeowners 
no  longer  burn  the  mortgage  when  it's 
paid.  They  quickly  get  another,"  he 
says.  More  than  that,  these  changing 
attitudes  come  at  a  time  when  the 
real  purchasing  power  of  paychecks  is 
eroding.  From  1973  to  1984  median 
family  income,  adjusted  for  inflation, 
fell  6.2%.  Which  only  means  that 
more  families  are  borrowing  more  of- 
ten to  maintain  their  standard  of  liv- 
ing. What  matters  to  them  is  not  their 
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mil  the  IBM  System/36  PC, 
you  can  run  your  business 
from  here. 


This  surprisingly  small  IBM  System/36  PC 
has  the  power  to  keep  any  size  business 
moving.  At  a  surprisingly  small  price. 

Connect  the  Systern/36  PC  to  your  IBM 
Personal  Computer,  and  you  have  the  power 
to  build  your  fortune  without  spending  one. 
And  you  also  have  a  system  that's  part  oi  the  Svstem/36 
— IBM's  most  popular  multi-user  computer  famify.  Which 
gives  any  business  access  to  the  broad  range  of  System/36 
software  as  well  as  PC  soltware. 

The  basic  System/36  PC,  a  processor  and  a  personal 
computer,  easily  operates  as  a  standalone  system  in  a  small 
business.  Or  ties  a  department  in  a  larger  organization 
together  by  connecting  a  combination  of  IBM  PCs, 
Systeni/3o  terminals  or  compatible  printers.  So  you  can 
share  information  and  resources. 

And  yet,  with  all  that  power,  the  System/36  PC 
processor  is  so  smaU,  it  fits  under  your  desk,  on  top,  or 
next  to  it  Wherever  you  put  it,  you  can  run  a  successful 
business  from  the  best  position. 

For  a  free  brochure  on  the  IBM  System/36  PC,  or  for 
information  on  product  availability  from  participating 
Authorized  IBM  PC  Dealers,  Value  Added  Dealers  or  IBM 
Product  Centers,  call  1 80()  IBM-2468,ext.  007/LD.Or 
call  your  marketing  representative.  And  be  sure  to  ask 
about  IBM  Credit  Corporation  financing.  =:=^=^  =:® 
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COMPULSIVENESS 

WITHOUT 
APOLOGIES. 


We  are  the  firm  for  the  serious 
investor. 

We  are  the  firm  known  for  finan- 
cial consultancy. 

We  are  the  firm  known  to  have 
real  managing-director  involvement 
in  investment  banking,  regardless  of 
the  size  of  the  trans-  m^^^^ 
action. 

The  firm  known  to 
have  the  international 
understanding  to  run  an 
average  monthly  trading 
volume  of  a  staggering 
$2.5  billion  in  Euro 
Floating  Rate  Notes  and 

become  an  early  leader  in   

the  Sterling  money  markets. 

Department  after  department, 
the  story  continues.  The  quest  to  be 
the  best  and  the  success  that  follows, 

Each  is  a  chapter  in  this,  the 
Shearson  Lehman  Brothers  Decade. 
A  time  when  anything  this  organiza- 
tion puts  its  mind  to,  it  can  accomplish . 

We're  known  to  work  at  111%. 
And  the  perspiration,  inspiration,  and 
dedication  led  to  handling  the  acqui- 
sition of  the  third  largest  mortgage 
banking  company  in  the  country.  And 
has  earned  our  Institutional  Finance 
Futures  Group  the  reputation  for  ex- 
ceptional accuracy  in  hedging  interest 
rate  swaps. 

In  NASDAQ  National  Market 
System  OTC  stocks,  we 
compulsively  turned  our  at- 
tention to  extending  our 
acknowledged  15-year  leader- 
ship. As  a  result  we  now 
make  markets  in  2000  issues. 


THIS  IS  NOT 
TYPE  A'  BEHAVIOR 
BUT  RATHER  THE 
POTENT  POWER 
OF  A  SINGULAR 
VISION. 


Sheakon 

LEHM^ 


An  American  Express  company 


up  from  1700  last  year. 

We're  known  as  the  home  of  the 
24-hour  workday,  both  figuratively 
and  literally;  with  our  round-the- 
clock,  round-the-world  currency,  pre- 
cious metals,  and  futures  trading. 
We  became  compulsive  about 
being  a  presence  in  Japan . 
Now,  that  presence  has 
been  realized  in  Tokyo. 

We  became  compul- 
sive about  being  an 
authority  in  the  Bond 
Market.  So  we  created  the 
Government/ Corporate 
Bond  Index  and  the  Daily 

 '  Treasury  Bond  Index.  The 

former  is  now  the  standard  index  by 
which  major  institutions  measure  the 
performance  of  their  bond  portfolios. 
Both  are  now  used  by  major  media 
to  report  bond  market  action.  And  re- 
cently, we  introduced  the  Aggregate 
Bond  Index  to  similar  acclaim. 

This  is  not  the  power  of  a  Type  A 
behavior.  But  rather  the  potent  power 
of  a  singular  vision. 

A  vision  that  saw  that  we  could 
become  and  would  become  the  first 
financial  firm  with  breadth  in  distri- 
bution, depth  in  trading,  and  tradi- 
tional (yet  compulsively  innovative) 
banking  expertise.  All  supported  by  a 
$2  billion  capital  base. 

Which  brings  us  back  to  compul- 
siveness  without  apologies. 

When  some  of  our  peo- 
ple first  saw  the  phrase,  their 
response  was  not  unexpect- 
ed.They  asked  if  they  could 
have  it  framed. 


■EXBBESS 


Minds  Over  Money! 


Member  SIPC 


©  1986  Shearson  Lehman  Brothers  Inc. 


total  debt  but  the  size  of  their  month- 
ly payments.  "Most  of  the  time  that's 
the  first  thmg  they  ask  about,"  says 
James  Pike,  a  car  dealer  in  Memphis. 

Lenders,  however,  are  not  spending 
much  time  frowning  over  the  possi- 
bility of  recession.  They  prefer  smil- 
ing over  the  profits  they  are  pulling 
from  interest  rate  spreads  and  fees  on 
their  consumer  loans.  Gone  are  the 
usury  laws  of  the  early  1980s,  which 
held  interest  on  consumer  loans  to 
14%  when  the  prime  was  hitting  20% 
and  the  banks'  cost  of  funds  was 
around  16%.  Today  banks  are  charg- 
ing as  much  as  23.9%  on  unpaid  cred- 
it card  balances.  The  result  has  been 
pretax  margins  of  5.4%  on  out- 
standings, says  Spencer  Nil 
son,  publisher  of  an  in- 


dustry newsletter. 

But  bankers  should  be  looking  at 
risk  as  well  as  reward  when  making 
loans,  and  the  risk  here  may  be  greater 
than  a  lot  of  people  think  in  a  market 
where  housing  prices  have  risen 
sharply.  "It  is  easy  to  get  carried  away 
with  this  rapid  increase  in  values," 
says  Bernard  Shuster,  a  mortgage 
banker  in  the  Boston  area  for  28  years. 
Shuster  says  he  plays  it  safe,  never 
lending  more  than  70%  of  a  home's 


value,  minus  the  first  mortgage. 

Thus,  only  a  fool  would  say  there  is 
no  danger  in  this  stepped-up  second- 
mortgage  lending.  "Homes  have  tend- 
ed to  be  very  good  collateral,"  says 
Shearson  Lehman  Brothers  economist 
Allen  Sinai,  "but,  of  course,  so  at  one 
time  was  the  oil  industry,  so  at  one 
time  was  farming."  ■ 
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"To  the  Far  East, 
no  one  goes  further  for  you 
than  Northwest  Orient." , 


1  4 

1  Years  of  transpacific  experience 

1     Pacific  round  trips  required 
1         to  earn  free  travel* 

1      First  Class  tram  continental  U.S. 

1      Executive  Class  tram  continental  U.S. 

1  Nonstop  service  from  East  Coast 
1  {Midwest,  West  Coast  and  Hawai 

1       AII-747  transpacific  fleet 

1    Annual  Pacific  passengers** 

j  on  nonslop  setvice  Itom  galeway  cilies  includes  10.000-mile  North*esl  Onenl  round  Inp  Oonus  ""Based  on  CAB  mlornialion  lor  1985 

Experience  takes  you  far.  And  Northwest  Orient  has  more 
experience  across  the  Pacific  than  any  other  airline. 

That  means  superior  service  to  Tokyo,  Osaka,  Hong  Kong, 
Taipei,  Seoul,  Okinawa,  Shanghai,  Guam,  Manila  and  Kuala  Lumpur: 

We  also  offer  the  fastest  free  travel  plan  for  transpacific 
passengers.  The  only  nonstop  service  from  all  across  the  U.S. 
And  747  comfort,  with  a  quiet  and  private  upper  deck  for 

I  Executive  Class  nonsmokers. 

;*       Call  your  travel  agent  or  Northwest  Orient:^ 

II  800"-44M747  toll-free. 


People  who  know... go 

®  NORTHWEST  ORIENT 


Don  Shula.  Toi 


The  Up  &  Comers 


Lessons 


'Theyn^e  all  bleeding  to  death, "  says  a  for- 
mer D'Lites  of  America  franchisee,  "and 
the)'  can  t  stop  it/' 

The  perils 
of  franchising 


Jefferson  McMahoti.  I )  'l.ites  '  fanner  chief  executive 
No  free  lunches,  and  no  easy  20%  returns. 

Billv  GrimeN 


By  Hatthew  Heller 

DESPITE  THE  industry's  many  at- 
tractions (see  p.  134),  franchis- 
ing is  not  without  its  perils. 
But  as  a  warning  on  how  harmful  fran- 
chising can  be  to  one's  fiscal  health, 
the  D'Lites  of  America  story  could  be 
regarded  as  a  national  treasure. 

D'Lites,  based  in  Norcross,  Ga.,  was 
started  four  years  ago  by  Doug  Sheley, 
now  39.  Sheley 's  concept:  fast-food 
restaurants  serving  low-fat,  low-calo- 
rie burgers  and  sandwiches  to  an  in- 
creasingly health-conscious  populace 
(Forbes,  Sept.  12,  1983\.  Sheley  quick- 
ly opened  three  D'Lites  in  Atlanta. 


Within  a  year  and  a  half  they  were 
grossing  at  a  rate  of  SI  million  a  year 
apiece.  Extrapolating,  Sheley  predict- 
ed that  by  1991  D'Lites  would  have 
1,000  restaurants  grossing  SI  billion 
annually. 

Extrapolations  have  a  way  of  snar- 
ing the  extrapolator — a  point  poten- 
tial franchisees  should  always  bear  in 
mind  as  they  wade  through  the  pro- 
moters' business  plans.  They  have 
certainly  snared  Sheley.  In  fiscal  1985 
(ended  Apr.  11  D'Lites'  86  restaurants, 
63  of  them  franchisee-operated,  lost 
S18.6  million  (S3. 63  a  share)  on  reve- 
nues of  just  S21.1  million.  The 
franchisor's  stock  has  collapsed  from 


9Vi,  at  which  it  went  public  in  the  fall 
of  1984,  to  a  recent  50  cents. 

Founder  Sheley  has  been  ousted  as 
chief  executive.  Late  last  month  She- 
ley's  replacement,  Jefferson  McMa- 
hon,  quit  after  only  eight  months  on 
the  job,  and  D'Lites  was  headed  for 
Chapter  11.  Some  franchisees  have 
already  seen  their  dreams  of  running  a 
profitable  small  business  evaporate  in 
losses  of  up  to  SI  million.  Says  one  ex- 
franchisee:  "They're  all  bleeding  to 
death,  and  they  can't  stop  it." 

What  happened  to  all  Sheley's  rosy 
extrapolations?  You  can  blame  the 
competition.  McDonald's,  Wendy's 
and  other  established  fast-food  opera- 
tions have  added  "light"  fare  such  as 
salads  to  their  own  menus.  You  can 
also  blame  the  quality  of  many  of  the 
franchisees  to  whom  the  eager  Sheley 
sold  rights.  Admits  McMahon:  "We 
didn't  attract  enough  proven  restau- 
rant operators."  For  their  part,  many 
franchisees  complain  that  the  compa- 
ny provided  inadequate  support  for 
ever>'thing  from  site  selection  and 
personnel  screening  to  marketing. 

But  there  is  more  to  the  D'Lites 
story,  as  there  can  be  to  any  franchis- 
ing story.  In  D'Lites'  initial  public 
stock  offering  prospectus,  Sheley  stat- 
ed that  "Individual  franchise  arrange- 
ments may  differ  from  the  basic  terms 
because  of  the  franchisee  or  the  na- 
ture of  the  territory  franchised."  A 
basic  lesson  from  the  D'Lites  story  is 
that  boilerplate  like  this — common  m 
many  franchise  agreements — can 
smother  franchisees  who  find  them- 
selves on  the  outside. 

Take  D'Lites'  expansion  into  the 
Columbus,  Ohio  market.  In  Colum- 
bus, D'Lites  franchisees  were  none 
other  than  Sheley  and  Jeffrey  Miller, 
D'Lites'  president  at  the  time.  The 
two  received  some  very  favorable 
treatment,  including  provisions  that 
the  company  would  guarantee  debt 
incurred  by  expansion  and  cover  the 
operating  losses  for  the  pair's  four  Co- 
lumbus restaurants.  In  the  event,  the 
four  Columbus  stores  ran  up  losses  of 
$272,000  in  just  seven  months. 
D'Lites'  board  agreed  to  reacquire  the 
Columbus  outlets  at  cost  (SI. 7  mil- 
lion). The  assets  were  then  liquidated 
for  less  than  SI  million — a  nice  deal, 
in  short,  for  Sheley  and  Miller.  The 
board  also  agreed  to  pay  Sheley 
around  S8.50  a  share  for  60,000  of  his 
D'Lites  shares. 

Sheley's  younger  brother  Darrel 
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Strength 

The  mark  of  an  unique  bank 


Multi -source  project  financing  or  the  placement 
of  bond  issues  require  the  know-how  of  the 
professionals.  Enlist  the  help  of  a  strong  bank  with 
proven  placing  power 

UBS  -  the  strong  bank. 


UBS  in  the  United  States 

Branch  Offices 

299,  Park  Avenue 
NewYork,  NY  10171 

30,  South  Wacker  Drive 
Chicago,  IL  60606 

Suite  4500 
1100  Louisiana 
Houston,  Texas  77002 


444,  South  Flower  Street 
46th  Floor 

Los  Angeles,  CA  90071 

Representative  Office 

One  Embarcadero  Center 
Suite  3805 

San  Francisco,  CA  94111 

UBS  Offices  in  Canada 

Calgary,  Montreal,  Toronto 


Head  Office 

Union  Bank  of  Switzerland 
Bahnhofstrasse  45 
CH-8021  Zurich 


Union  Bank 
of  Switzerland 


There  is  absolutely  no  room  for  compromise  in  assuring  the 
operational  and  structural  reliability  of  components  for  U.S.  Air 

Force  high  altitude  reconnaissance  aircraft,  like  the  SR71. 
Fansteel's  Precision  Sheet  Metal  operation  conforms  to  such 
meticulously  precise  quality  assurance  standards  in  its  production  of 
after-burner  combustion  chamber  liners  for  the 
SR7rs  Pratt  &  Whitney  engines. 

This  is  only  one  example  of  how  Fansteel  companies  are  meeting 
U.S.  and  international  military  and  domestic  industrial  requirements 
with  a  consistently  expanding  materials  technology. 

It  will  pay  you  to  know  more  about  us. 

[Fansteel 

An  integrated  producer  of  refractory  metals  and  fabricated  products  for  the  electronics, 
electrical,  aircraft/aerospace,  metalworking,  energy  and  chemical  industries. 


FANSTEEL  INC.  Number  One  Tantalum  Place  •  North  Chicago,  IL  60064  •  (312)  689-4900 


also  benefited.  In  August  1984  D'Lites 
paid  Suncoast  D'Lites,  the  franchise 
of  which  Darrel  Sheley  was  a  partner, 
$740,000  to  buy  back  a  Tampa,  Fla. 
restaurant  on  which  the  chairman's 
brother  was  losing  money.  Darrel 
Sheley  currently  has  the  Knoxville, 
Term.  D'Lites  franchise,  but  still 
owes  D'Lites  $99,000  in  back  rent, 
royalty  and  management  fees  from 
his  Tampa  failure. 

When  McMahon  replaced  Sheley, 
D'Lites'  board  agreed  to  pay  him 
$140,000  for  his  rights  to  14  Cincin- 
nati D'Lites  outlets.  The  sum  was 
McMahon's  original  cost  for  the 
rights,  although  the  market  value 
when  he  sold  was  much,  much  less. 
Still  another  insider,  D'Lites  director 
James  Carter,  wrote  a  $120,000  check 
for  rights  to  Michigan  franchises.  The 
check  bounced.  Talk  a  couple  of 
months  ago  was  that  Carter  may  be 
sued  by  D'Lites. 

It's  the  less  well  connected  franchi- 
sees, of  course,  who  have  borne  the 
cost  of  helping  out  insiders.  What  one 
former  D'Lites  franchisee  calls  "home 
cooking" — bailing  out  insiders — not 
only  sapped  franchisee  morale  but 
also  could  end  up  costing  D'Lites  $3 
million.  Whatever  the  precise 
amount,  the  money  used  to  bail  out 
insiders  could  have  been  used  more 
productively  to  promote  the  franchise 


for  the  good  of  all  franchisees. 

Say  this  for  McMahon:  He  began 
tackling  the  problem  of  drooping  fran- 
chisee morale  head-on.  In  April,  for 
example,  he  cut  the  franchisor's  roy- 
alty rate  from  4%  of  franchisees'  gross 
to  2%.  (Franchisees  will,  however, 
have  to  contribute  1%  to  a  new  na- 
tional advertising  fund.)  But  now  Mc- 
Mahon, too,  is  out,  and  D'Lites'  future 
looks  bleaker  than  ever. 

As  we  said  at  the  outset,  however, 
what  matters  is  not  D'Lites  as  a  com- 
pany, but  D'Lites  as  a  lesson.  One  ex- 
franchisee  remembers  Sheley  telling 
potential  franchisees  that  the  typical 
D'Lites  unit  would  provide  a  return  of 
over  20%  on  an  investment  of  around 
$700,000.  "There  was  such  a  euphor- 
ia," Michael  Coston,  former  head  of 
the  D'Lites  franchises  in  Iowa  and 
Nebraska,  recalls.  "D'Lites  went  from 
4  restaurants  in  Atlanta  to  the  notion 
that  'We  can  build  1,000  restaurants 
in  ten  years,  and  this  will  work  be- 
cause everybody  tells  us  so.'  " 

Sadder  but  wiser,  Coston  now  offers 
this  advice  to  anyone  about  to  sign  a 
franchise  agreement:  "You  have  to  re- 
search your  potential  business  and 
line  up  your  capital  investment  be- 
cause you've  got  to  be  able  to  hold  in 
there  three  to  five  years.  There  ain't 
no  free  lunch,"  he  adds. 

And  no  easy  20%  returns. 


The  Up  &  Comers 


Strategy 


Franchising  has  helped  RJ 
Financial  reduce  the  cycli- 
cality  that  swamps  Wall 
Street's  retail  brokers.  Now 
Tom  James  hopes  big  re- 
tailers don't  copy  him. 

Do  as  I  say, 
not  as  I  do 


By  Matthew  Schifrin 

"I  AM  TRYING  TO  tell  you  how  stupid  I 
think  the  idea  is  for  them.  They'll  be 
writing  their  own  death  certificates." 

That's  Thomas  James  talking.  He's 
president  of  St.  Petersburg,  Fla.'s  $120 
million  (1986  estimated  sales)  RJ  Fi- 
nancial Corp.,  and  he  may  be  protest- 
ing too  much.  James  is  referring  to  the 
possibility  that  E.F.  Hutton  and  Paine 
Webber,  and  maybe  even  Merrill 
Lynch,  may  soon  tread  a  trail  James 


all  part  of  a  new  era  in  healthcare  cost 
management  from  Lincoln  National.  We 
offer  these  opportunities  and  other  cost 
management  plans  to  businesses 
throughout  the  country.  Ask  your 
employee  benefits  representative  today. 
Lincoln  is  thinl<ing . . . 

and  so  should  you. 


In  the  race 

for  innovative  employe  benefit  plans, 
Lincoln  National  sets  the  pace. 


n 
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6  The  Lincoln  Nalional  Life  Insurance  Co.  and  other  Lincoln  National  afTiliales,  1300  South  Clinton.  Fort  Wayne.  IN  46801 
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Today,  fingers  are  walk- 
ing through  our  Yellow  Pages 
coast-to-coast.  Our  subsidiary, 
Southwestern  Bell  Publications, 
is  the  largest  directory  company 
in  the  nation.  Over  1,100 
directories  in  46  states. 

But  our  territory  doesn't 
stop  with  the  U.S.  We're  also  sell- 
ing Yellow  Pages  advertising  in 
Australia.  And  marketing  pub- 
lishing software  worldwide. 

We  haven't  stopped  at  one 
color,  either.  Our  Silver  Pages* 
will  be  in  more  than  90  markets 
this  year.  And  we're  producing 
special  directories  for  colleges, 
state  governments  and  the  armed 
forces.  We're  even  printing  maps 
and  tourist  guides. 

We'll  keep  on  expanding 
our  publishing  business,  too. 
Because  we've  found  it  to  be 
some  of  the  most  promising 
territory  around. 

Making  the  most  of  what 
we  know  best. 


Southwestern  Bell 
Corporation 


rritory 


has  blazed — the  nationwide  franchis- 
ing of  retail  brokerage  offices. 

Over  the  last  five  years,  RI  Finan- 
cial has  tripled  its  revenues  and  nearly 
doubled  its  branches,  to  267  offices 
nationwide.  But  by  shifting  much  of 
the  growth  and  expenses  to  franchi- 
sees, RJ  Financial's  return  on  assets 
has  been  well  above  the  industry  aver- 
age, especially  during  market  down- 
turns. In  the  dismal  1984  market,  for 
example,  RJ  Financial's  pretax  return 
on  assets  came  to  3.7% — against  a 
retail  brokerage  industry  average  of 
0.7%  and  returns  of  0  2%  and  less  for 
big  firms  like  Merrill,  Hutton  and 
Paine  Webber. 

How  does  James,  44,  a  grad- 
uate of  Harvard's  business 
school,  do  it?  RJ  Financial,  a 
holding  company  traded  on 
the  New  York  Stock  Ex- 
change, really  has  two  parts. 

On  one  side  is  the  compa- 
ny's old-line  retail  brokerage 
business,  Raymond  James  Se- 
curities. It  has  35  offices,  all  of 
them  owned  and  operated  by 
RJ  Financial. 

The  other  part  of  the  busi- 
ness is  made  up  of  two  fran- 
chise (or,  more  precisely,  inde- 
pendent contractor)  opera- 
tions. These  are  Investment 
Management  &  Research, 
whose  558  financial  planners 
sell  mutual  funds,  tax  shelter^ 
and  other  packaged  products 
from  203  offices  in  46  states 
and  Robert  Thomas  Securities 
whose  137  account  executives 
sell  stocks  and  bonds  from  29 
offices  in  20  states. 

This  rather  complex  struc- 
ture tends  to  insulate  RJ  Financial 
from  the  market's  worst  vicissitudes. 
IM&R  and  Robert  Thomas  Securities 
operations  are  owned  by  franchisees. 
The  franchisees  pay  their  own  over- 
heads. So  when  the  market  heads 
south,  Tom  James  doesn't  have  to 
support  a  lot  of  unproductive  ex- 
penses out  of  falling  revenues  at  Ray- 
mond James  Securities,  the  old-line 
brokerage  business. 

Naturally,  when  the  market  heads 
north  again,  the  franchisees  claim  a 
large  share  of  the  company's  profits. 
Thus  RJ  Financial's  overall  margins 
compare  rather  poorly  with  the  com- 
petition in  robust  markets.  But  Tom 
James  figures  that  lower  margins  are  a 
small  price  to  pay  for  greater  long- 
term  stability.  "Who  cares  if  my  mar- 
gins on  revenues  are  lower?"  he  says. 
"I  have  faster  growth  and  a  higher 
return  on  investment." 

Janies'  real  secret  is  embedded  in 
his  payout  ratios — how  much  of  the 


commission  he  lets  his  franchisees 
keep.  Suppose  one  of  IM&R's  reps 
sold  81,000  worth  of  mutual  funds 
with  an  8%,  or  S80,  sales  load.  He 
would  get  to  keep  80%  of  that  load,  or 
S64.  An  old-line  broker  at  Raymond 
James,  in  contrast,  would  collect  only 
between  40%  and  50%  of  the  sales 
load:  S32  to  S40. 

Similarly,  if  a  broker  in  one  of  Rob- 
ert Thomas  Securities'  franchised  of- 
fices charged  his  customers  a  S230 
commission  to  buy  300  shares  of  a 
S40  stock  (Merrill  Lynch's  rate),  the 
broker  would  keep  84%  of  the  com- 
mission, or  SI 93. 20.  At  Merrill  Lynch 


RJ  financial  President  Thomas  James 
Hoping  the  tvire  houses  won't  invade  his  turf. 


or  most  other  retail  houses,  a  broker 
might  keep  less  than  half  as  much. 
Why  the  difference?  Because  the  reps 
at  the  franchised  IM&.R  and  Robert 
Thomas  Securities  offices  must  pay 
all  of  their  own  overhead  costs. 

Won't  such  high  payouts  turn  off 
outfits  like  Hutton  and  Merrill  to  the 
idea  of  franchising?  Not  necessarily. 
In  a  bear  market  a  typical  broker  at 
E.F.  Hutton,  for  example,  might  see 
his  gross  commissions  drop  to 
5135,000.  If  Hutton  paid  the  broker 
75%  of  the  commission,  the  firm 
would  be  left  with  834,000 — a  far  c.r>' 
from  the  880,000  or  so  it  typically  gets 
imder  current  fee  structures.  Howev- 
er, most  analysts  agree  that  each  bro- 
ker costs  a  firm  like  Hutton  860,000  a 
year  after  compensation,  so  the  net 
profit  would  be  only  820,000.  Under  a 
franchise  arrangement  like  RJ  Finan- 
cial's, the  cost  would  be  close  to  noth- 
ing, so  the  834,000  would  be  almost 
all  profit. 


Tom  James  arrived  at  the  franchis- 
ing solution  from  necessity.  During 
the  bear  market  of  1973-74,  RJ  Finan- 
cial (then  called  Raymond  James)  had 
81  million  in  capital  and  at  one  point 
was  losing  more  than  8100,000  a 
month.  The  market  turned  up  in  the 
third  quarter  of  1974,  but  James  was 
determined  to  unload  some  of  the 
costly  overhead  that  had  nearly  sunk 
him.  In  1975  he  greatly  expanded  the 
IM&R  franchise  and,  in  1981,  began 
franchising  Robert  Thomas  Securities 
offices. 

The  question  bothering  James  now 
is  this:  Will  the  big  wire  houses  also 
turn  to  franchising,  perhaps  in 
the  next  bear  market?  Were 
they  to  do  so,  James'  business 
would,  no  doubt,  be  hurt.  The 
Paine  Webber  and  Hutton 
names  are  surely  more  valu- 
able than  the  Robert  Thomas 
and  IM<S\R  names. 

Nor  have  James'  franchi- 
sees distanced  themselves 
from  some  of  Wall  Street's 
less  appealing  products.  Sales- 
men at  IM&.R,  for  example, 
moved  a  lot  of  Petro-Lewis 
and  Damson  Oil  limited  part- 
nerships. Of  note  IS  the  fact 
that  James  has  set  up  the  con- 
tractor subsidiaries  as  sepa- 
rate corporations  with  differ- 
ent names.  This  way  a  major 
problem  at,  say,  IM&.R  might 
not  taint  the  Raymond  James 
name. 

James  insists  that  (a)  the  big 
retailers  won't  franchise  and 
(b)  if  they  do,  they'll  regret  it. 
The  independent  contractors 
that  make  IM&.R  and  Robert 
Thomas  Securities  tick,  James  con- 
tends, are  a  "different  breed"  from 
Merrill  and  Hutton  type  of  brokers — 
the  independents  are  more  entrepren- 
uerial,  harder  working,  he  says.  He 
also  doubts  that  big  retail  brokerage 
houses  have  flexible  enough  corporate 
structures  to  embrace  an  internal 
franchise  operation. 

But  an  analyst  at  one  of  the  wire 
houses  disagrees  with  James,  saying 
that  if  the  big  retail  houses  turn  to 
franchising  "the  profits  will  not  be  as 
high  on- the  upside,  but  losses  will  be 
less,  and  less  volatile.  Then  the  bro- 
kers' basic  business  would  become 
capital  markets,  which  has  higher 
margins.  The  retail  side  will  be  the 
icing." 

It  would  certainly  be  ironic  if  the 
concept  of  retail  brokerage  franchis- 
ing that  Tom  James  has  done  so  much 
to  develop  should  be  used  one  day  to 
compete  against  him. 
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Standards  set  so  high,  they  soar. 


In  the  world  of  the  professional  business 
calculator,  the  name  the  others  are  judged  by  is 
Canon.  And  that's  the  way  it's  been  for  over  ^ 
20  years— as  long  as  we've  been  making 
calculators. 

Our  Professional  Calculators 
are  sleek,  trim— with  weighted 
and  contoured  keys  for  hours  of 
comfortable  operation. 

And  before  they  ever  deliver  the 
first  in  a  long  life  of  totals,  we  make  sure  that 
in  design,  quality  and  performance,  they  meet  our 


goal  of  making  your  office  work  better,  and  your 
office  a  better  place  to  work. 

Call  1-800-323-1000  to  find  out  more 
,    about  Canon  Professional  Calculators. 
They're  the  better  answer  for  years  to  come. 
Because  first,  they  have  to  answer  to  us. 

Where  quality  is  the  constant  factor. 

'.JItier  CP  models  include  ^^^^^L^AI  I  I 

cPioisD'cpioosa  CP.008  ELECTRONIC  CALCULATORS 

Canon  U.S.A.,  Inc..  One  Canon  Plaza,  Lake  Success,  NY  11042 

©  1985  Cdnon  USA  Inc 


The  Up  &  Coiners 


Strategy' 


The  big  bus  companies  lobbied  hard  to  get  into  this  little 
bus  company's  territory.  The  big  companies  should 
have  stayed  where  they  were. 

The  little  bus 
company  that  could 


By  Peter  Fuhrman 


ONCE  UPON  A  TIME  there  was  a  lit- 
tle New  England  bus  company. 
Its  family  owners  feared  that,  after 
nearly  50  years  in  business,  they 
would  be  forced  off  a  cliff  when  dereg- 
ulation hit  the  bus  industry  in  1982. 

"We  were  afraid  Greyhound  would 
overwhelm  us,"  recalls  Peter  Picknel- 
ly,  55,  the  second-generation  chief  ex- 
ecutive of  Peter  Pan  Bus  Lines  and  its 
affiliates.  Picknelly's  father 
ran  a  jitney  service  in  New 
Jersey  before  forming  the  com- 
pany in  Springfield,  Mass.  54 
years  ago.  Ever  since,  Picknel- 
ly's buses  have  served  the  135- 
square-mile  triangle  formed  by 
Springfield,  Boston  and  west- 
em  Massachusetts  college 
towns.  Picknelly  worried  his 
steady,  if  unexciting,  profits 
would  vanish  were  big  Grey- 
hound and  Trailways  allowed 
to  compete  in  Peter  Pan's  cozy 
monopoly. 

Picknelly  shouldn't  have 
worried.  In  February  he  agreed 
to  take  over  all  of  Trailways' 
800  route  miles  in  New  En- 
gland. The  transaction  nearly 
doubled  Peter  Pan's  size.  And  Grey- 
hound, also  losing  money  in  the  tough 
New  England  market,  has  said  it  will 
devolve  service  to  a  new,  nonunion 
subsidiary.  Greyhound's  drivers' 
union  is  trying  to  block  the  plan. 

Buying  Trailways'  New  England 
business  has  moved  Peter  Pan  into 
New  York  City,  New  Haven  and 
Hartford,  and  will  probably  boost  Pe- 
ter Pan's  scheduled  intercity  bus  oper- 
ations from  $4  million  last  year  to  $8 
million  this  year.  Tour,  vehicle  repair 
and  school  busing  operations  brought 
overall  revenues  to  $28  million  last 
year,  nearly  double  the  level  in  1982. 
Overall  profits:  $3.1  million.  Who 
says  the  bus  business  is  dead? 
In  New  England,  as  in  many  mar- 


kets, the  big  operators'  primary  con- 
cern was  moving  passengers  between 
big  cities — Boston  and  New  York,  say. 
Stops  in  places  like  Springfield,  New 
Haven  and  Hartford  were  mere  after- 
thoughts, a  way  to  build  incremental 
volume  on  the  longer  big-city  hauls. 

For  Peter  Pan,  in  contrast,  short 
hops  between  mostly  small  towns 
were  the  main  source  of  income  for 
decades.  When  a  Forbes  reporter  re- 
cently tried  to  take  a  Greyhound  from 


A  I'eter  Fan  has  in  New  England 
Rolling  through  a  deregulated  market. 


New  York  City  to  Boston,  the  big 
operator  canceled  its  run,  obliging  our 
man  (and  several  other  passengers)  to 
patronize  Peter  Pan.  On  its  shiny  new 
bus— Peter  Pan's  average  fleet  age  is 
SVz  years,  vs.  Greyhound's  5  years — 
the  interior,  including  the  bathroom, 
sparkled.  "Superior  service,"  Picknel- 
ly says. 

Serving  New  England's  small  towns 
has  another  advantage.  They  are  usu- 
ally too  small  or  too  close  together  to 
attract  the  air  carriers  that  have  bat- 
tered Greyhound's  and  Trailways'  in- 
tercity business.  As  Picknelly  puts  it: 
"We  are  successful  in  part  because 
nothing  in  our  regular  route  system  is 
more  than  150  miles.  Anything  longer 
would  not  be  viable." 


Springfield,  in  the  geographic  cen- 
ter of  densely  populated  southern 
New  England,  is  an  ideal  hub  in  this 
route  grid.  "One  of  the  reasons  we 
bought  out  Trailways  in  New  England 
was  as  a  defensive  maneuver,"  Pick- 
nelly explains.  "We  figured  another 
company  might  come  along,  realize 
the  value  of  the  Springfield  hub,  and 
begin  competing." 

Another  problem  for  the  big  bus 
companies  has  been  labor  cost,  which 
accounts  for  35%  to  45%  of  the  price 
of  an  average  intercity  bus  ticket.  Pe- 
ter Pan's  drivers  are  unionized,  too, 
and  command  salaries  ranging  from 
$22,000  to  $36,000,  depending  on  se- 
niority. Including  benefits,  Peter 
Pan's  drivers  have  received  about 
what  Greyhound's  and  Trailways' 
drivers  get. 

But  in  1983  Peter  Pan's  drivers 
agreed  to  a  two-tier  wage  scale.  Under 
it,  newly  hired  drivers  (35  already  this 
year)  will  never  earn  more  than  80% 
of  the  amount  now  taken  home  by 
colleagues  with  at  least  three  years' 
seniority.  As  a  result,  the  line's  over- 
all labor  cost  will  fall  as  the  ratio  of 
younger  workers  to  older  ones  in- 
creases. The  company  and  its 
drivers'  union  representatives 
"meet  together  at  least  four 
times  a  year,"  says  Picknelly, 
"to  go  over  the  company's  fi- 
nances and  work  out  any  prob- 
lems." Picknelly  has  included 
most  of  his  employees  in  a 
profit-sharing  plan,  one  of  few 
such  plans  in  an  industry 
without  much  profit  to  share. 

Peter  Pan's  relatively  low  la- 
bor costs  overall  allow  the 
company  to  stay  competitive 
on  those  few  new  routes 
where  it  must  compete  with 
airlines.  On  the  New  York  to 
Boston  run,  for  example.  Peo- 
ple Express  charges  $70  off- 
  peak  round  trip,  while  Pick- 
nelly charges  $50  any  time. 

Far  from  being  flattened  by  deregu- 
lation, then,  Picknelly  today  sees 
more  opportunity  for  Peter  Pan  than 
at  any  time  since  his  father  started  the 
company  in  1932.  His  main  chal- 
lenge, he  says,  is  "bringing  the  [com- 
pany's] opportunities  and  resources 
into  balance."  With  his  son  Peter  Jr., 
27,  now  president,  Picknelly  will 
add  a  total  of  1,000  miles  to  Peter 
Pan's  routes  this  year  and  spend 
$3.4  million  to  increase  its  fleet  to 
104  buses. 

Next  time  someone  says  deregula- 
tion hurts  the  little  guy  and  helps  the 
big  rich,  remind  him  of  the  little  bus 
company  that  could,  and  has. 


Two  Stops;  Hawaii  to  London 

Either  Direction. 


2780MI. 


3073  Ml. 


ySAN  FRAN 


BANGOR 


LONPON 


'V  HONOLULU 


A  flight  from  Honolulu  to 
London— 8000-plus  miles  over 
land  and  sea— puts  the  long- 
range  claims  of  business  jets 
to  the  test. 

The  BAe  800  does  it 
/n  either  direction, 
with  just  two  fuel  stops: 
say,  San  Francisco  and 
Bangor,  ME. 

Herewith  our  flight 
planning  criteria:  One 
BAe  800,  six  passengers, 
luggage,  with  winds  and 
prudent  fuel  reserves. 

Honolulu-London-and-return 
is  the  kind  of  trip  many  long- 
range  business  jets  don't  talk 
about.  And  interestingly,  other 
aircraft  that  can  make  this  trip— 
among  them  the  very  largest, 


most  costly  business  jets- 
would  also  require  two  en  route 
fuel  stops. 
The  BAe  800's  far-out  payload- 


^^BF^      V\^ikiki  Westminster 

Distance 

Time/East 

Time/West 

(miles) 

(hr:min.) 

(hr:nnin.) 

Honolulu  ► 
San  Francisco 

2124 

5:12 

5:57 

San  Francisco  -•— » 
Bangor 

2780 

5:41 

6:54 

Bangor 
London 

3073 

6:33 

6:58 

range  stems  from  design  effi- 
ciency that  pays  off  equally  on 
shorter  flights.  There,  the  BAe  800 
demonstrates  a  fuel  efficiency 
comparable  to  smaller,  less 
comfortable,  less  capable  jet 
aircraft. 
Hawaii-to-London  might  not 


be  a  travel  requirement  for  your 
company,  but  the  efficiency  that 
makes  it  possible  flies  with 
every  BAe  800  on  every  trip. 

Companies  that  require  less 
than  the  BAe  800's  full 
(3320-mile)  range  may  choose 
one  with  more  usable  cabin 
area  and  an  impressive  coast- 
to-coast  (2950-mile)  range. 

For  details  about  BAe  800 
range,  including  its  extensive 
range  of  options,  call  your 
nearest  BAe  office.  Or  write 
Kenneth  C.  Spinney,  Vice 
President  Marketing-Corporate, 
British  Aerospace,  Inc.,  P.O.  Box 
17414,  Washington  Dulles 
International  Airport, 
Washington,  DC  20041. 


up  where  we  belong 


British  Aerospace,  Inc.  Offices  in  North  America:  Washington,  DC  •  703/478-9420  •  Wilmington,  DE  302/322-8000  •  New  York  516/981-8000 
Chicago  312/299-7000  •  Houston  713/644-8000  •  Los  Angeles  714/756-0146  •  Toronto  416/673-0800  •  Mexico  City  905/558-8202 


Nicaragua's  communist-dominated  gov- 
ernment tolerates  capitalism,  hut  does  so 
for  totally  cynical  reasons. 


Tes,  they  have 
no  bananas 


By  Alan  M.  Field 


WELCOME  TO  Nicaragua, 
whose  communist-dominat- 
ed government  tolerates  pri- 
vate enterprise  with  one  hand  and 
strangles  it  with  the  other.  Where  a 
lobster  dinner  costs  either  $3.50  (U.S.) 
or  $100  (U.S.),  depending  on  where 
you  buy  your  dollars.  Where,  despite 
severe  price  and  wage  controls,  irifla- 
tion  will  hit  600%  this  year.  And 
where,  even  more  than  before  the  San- 
dinistas took  control,  American  cur- 
rency is  the  lifeblood  of  commerce. 

Meet  gray-haired  54-year-old  Jaime 
Bengoechea,  who  operates  the  small 
vitamin  -  manufacturing 
plant  in  Managua  that 
he  took  over  from  his  fa- 
ther in  1963,  long  before 
the  1979  revolution. 
Nowadays,  he  says,  a 
barrage  of  Sandinista 
government  regulations 
makes  it  all  but  impossi- 
ble for  him  to  make  a 
living  wage.  "The  gov- 
ernment sets  my  prices, 
wages,  business  hours 
and  who  my  customers 
can  be,"  says  Bengoe- 
chea, who  is  also  presi- 
dent of  the  Nicaragua 
Chamber  of  Industry.  By 
law,  though  a  trained 
chemist,  he  can't  pay 
himself  more  than  $55  a 
month. 

Consider  Nicaragua's 
only  refinery,  just  out- 
side the  capital  and  still 
nm  by  Exxon,  as  in  pre- 
revolutionary  days. 
Here,  an  installation 
100%  owned  by  a  U.S. 
company  processes 
crude  oil  100%  donated 


by  the  Soviet  Union  into  gasoline. 
When  the  communist-controlled  Nic- 
araguan  army  goes  into  action  against 
the  U.S. -backed  contras,  its  vehicles 
are  thus  propelled  by  Exxon-refined 
fuel.  The  Sandinistas  are  so  apprecia- 
tive that  they  allow  Exxon  to  "repa- 
triate" its  refinery  profits  in  U.S.  dol- 
lars at  bargain  exchange  rates. 

How  are  the  masses  faring  under 
the  new  dispensation?  Badly.  Visit  the 
long,  worn,  wooden  shelves  of  the  Su- 
permarket of  the  People,  now  routine- 
ly bare  of  nearly  everything  but  vine- 
gar, beans,  coffee  and  Bibles.  (Sorry, 
no  bananas.)  Everything  is  strictly  ra- 
tioned and  lines  form  early. 


Jaime  Bengoechea.  presicJet/i  uf  the  Xicaragiia  Chamber  of  IndustJ-] 
"The  government  sets  prices,  wages  and  business  hours." 


Once  the  third-richest  country  in 
Central  America  (after  Costa  Rica  and 
Guatemala),  Nicaragua,  still  largely 
agricultural,  now  competes  with  Hai- 
ti for  the  lowest  standard  of  living  in 
the  Western  Hemisphere.  Its  per  capi- 
ta income  (less  than  S500)  is  half  the 
1979  level.  Huge  military  expendi- 
tures, which  consume  about  60%  of 
the  total  budget,  hurt,  smce  they 
leave  little  room  for  civilian  public 
works  and  agro-industrial  develop- 
ment. Only  $500  million  in  aid  (most- 
ly Soviet  bloc)  has  staved  off  total 
collapse. 

But,  as  in  all  socialist  countries, 
there  is  a  privileged  elite.  Just  down 
the  street  from  the  threadbare  super- 
market, unrationed  supplies  of  every- 
thing from  com  flakes  to  champagne 
biscuits  are  sold  at  the  new  and 
crowded  Diplomatic  Store,  supposed- 
ly doing  business  with,  right,  only 
diplomats.  But  no  one  checks  creden- 
tials, or  apparently  wonders  how  all 
those  American  products  have  slipped 
through  the  I5-month-old  U.S.  trade 
embargo. 

Seven  years  after  the  Sandinistas 
gained  power  on  July  19,  1979,  the 
private  sector  still  produces  about 
one-half  the  $  1 .5  billion  GNP  of  Nica- 
ragua. U.S.  companies,  IBM,  Xerox, 
Exxon,  Budget  Rent  a  Car  and  RJR 
Nabisco,  among  them,  still  have  mod- 
est, but  busy,  offices  in  Managua. 

Why  does  Commandant  Daniel  Or- 
tega permit  the  private  sector  to  sur- 
vive? For  propaganda 
purposes  partly — to  con- 
vince naive  foreigners 
that  he  really  does  run  a 
pluralistic  society.  More 
important,  though,  is 
sheer  necessity.  "With- 
out (the  skills  of]  private 
industry,  the  economy 
would  collapse,"  says 
Bengoechea. 

And  to  create  those 
skills,  Nicaragua  plays 
host  to  a  campus  of  In- 
cae  (Instituto  Centroa- 
mericano  de  Adminis- 
tracion  de  Empresas), 
Central  America's  lead- 
ing business  school, 
which  offers  a  one-year 
course  of  study  that  is 
patterned  closely  after 
the  first  year  of  Harvard 
University's  business 
school.  There  are  few 
privately  owned  Nicara- 
guan  companies  profit- 
able enough  to  afford  the 
$2,900  tuition,  but  the 
state  regularly  offers  a 
free  ride  to  managers  of 


What  are  we  up  to  now? 
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The  past  never  guarantees  the  future,  but  it  may  be  a  fair 
indication.  If  you  had  invested  $100  in  IVIcKesson  eleven  years  ago 
and  reinvested  the  dividends,  it  would  be  worth  $850  today 
In  the  S&P?  $450. 

With  $6  billion  in  annual  sales,  we're  the  nation's  leading 
distributor  of  drugs,  health  care  products,  and  nondurable  consumer 
goods.  To  learn  about  our  prospects,  call  800  952-5656  for  our  annual 
report  and  a  list  of  local  brokers  who  follow  us.  Or  write:  McKesson 
Corp.,  Investor  Relations,  One  Post  Street,  San  Francisco  94104. 


MnKesson 

Check  us  out  with  your  stockbroker. 


Hitachi  s  wide-ranging  technologies  in  energy  [from  left  to  right): 
nuclear  power  reactor,  generator-motor  solar  energy  development, 
nuclear  fusion  plasma  testing  device,  and  laser-test  of  LPG  gas  combustion. 
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Generating  energy  is  not  simply  providing  kilowatts, 
t  must  be  provided  in  quantity,  safely,  efficiently  and  in 
an  agreeable  environment 

"he  world's  need  for  energy  continues  to 
)urgeon:  and  our  wish  to  live  in  safe,  peace- 
ul  and  unsullied  surroundings  rennains  as 
Jtrong  as  ever.  Here  is  how  we  are  working 
owards  achieving  these  twin  goals. 

Hitachi's  scientists  are  making  tremendous 
progress  in  nuclear  fusion,  often  called 
'harnessing  the  power  of  the  sun."  Nuclear 
usion  also  has  been  called  the  ultimate 
energy  source  because  it  is  generated  by  a 
nechanism  similar  to  that  of  the  sun.  One 
gram  of  the  fuel  — hydrogen,  deuterium  and 
ritium— generates  the  same  energy  as  8  tons 
a  tank  truck-full]  of  oil. 

Recently,  Hitachi  played  a  major  role  in 
a  landmark  feasibility  experiment  conducted 
oy  the  Japan  Atomic  Energy  Research  Insti- 
tute. The  experiment  succeeded  in  producing 
the  first  plasma  for  nuclear  fusion— and 
bnngs  us  much  closer  to  having  this  energy 
source  'on  line'  early  in  the  next  century. 

Since  Hitachi's  beginnings  three-quarters 


of  a  century  ago,  we've  become  a  premier 
developer  of  many  energy  sources.  Besides 
hydroelectric  and  thermal  power  plants,  we've 
been  in  nuclear  power  more  than  30  years. 

We  are  also  working  on  solar  energy, 
coal  gasification,  and  new  types  of  batteries 
and  fuel  cells. 

We  Wnk  technology  to  human  needs.  We 
believe  that  Hitachi's  advanced  technologies 
will  lead  to  systems  that  are  highly  produc- 
tive and  efficient  yet  eminently  safe  and 
comfortable.  Our  goal  in  energy— and  com- 
munications, transportation  and  consumer 
electronics  as  well -is  to  build  products  and 
systems  that  will  improve  the  quality  of  life 
the  world  around. 


0  HITACHI 


its  socialist  enter- 
prises, who  are  nearly 
half  of  Incae's  87  stu- 
dents. (Since  1983  In- 
cae's two-year  M.B.A. 
program  has  been 
moved  to  a  campus 
near  San  Jose,  Costa 
Rica.) 

The  tiny,  modem 
campus  sits  on  a  breezy 
hillside  near  Managua 
and  consists  of  a  clean, 
red-tile-roofed,  stucco 
building  with  three 
spacious  classrooms 
and  seven  dormitories. 
The  18  required 
courses  include  mar- 
keting and  fmance,  and 
students  can  choose 
among  such  areas  of 

emphasis  as  agribusi-   

ness  and  finance  for  their  studies. 

"The  things  we  teach  are  extremely 
useful  to  the  government,"  explains 
gray-haired,  43-year  old  fohn  C.  Ickis, 
academic  director  of  Incae  and  for- 
merly Its  director  of  public  manage- 
ment studies.  "The  rational  methods 
of  analysis  we  show  our  students  tend 
to  make  them  see  problems  less  with 
ideological  blinders.  And  the  private 
sector  prefers  the  government  people 
to  be  trained  here,  rather  than  in 
Cuba.  That  way,  the  regulatory  min- 
istries speak  our  language." 

Still,  the  private  businessmen  justi- 
fiably figure  that  they  exist  on  bor- 
rowed time.  The  Sandinistas — safe  to 
assume  they  will  follow  the  well- 
worn  trail  of  other  "revolutions" — 
are  waiting  until  they  can  secure  their 
shaky  hold  on  the  populace  and  train 
enough  public  sector 
managers  to  take  over 
those  businesses  they 
have  not  already  con- 
fiscated. Recently,  the 
government  increased 
its  pace  of  corporate 
confiscations,  banned 
the  opposition  newspa- 
per. La  Prensa.  and 
strengthened  the  secret 
police. 

But  the  communists 
caimot  move  as  fast  as 
they  would  like.  Re- 
sults from  the  state- 
run  businesses  and 
farms  are  decidedly  dis- 
mal. In  1977  Nicara- 
gua's exports  amount- 
ed to  $660  million, 
mostly  from  coffee, 
cotton  and  beef.  Last 
year  the  figure,  now 
mostly  from  state  pro- 


state-nm  Supermarket  of  tfye  People  ni  .\kinaf>iM 
For  the  masses:  vinegar,  white  beans,  coffee  and  little  else 


duction,  was  only  S230  million.  Beef 
exports  have  dropped  from  S88  mil- 
lion in  1977  to  S14  million  this  year, 
and  Nicaragua,  once  a  major  beef  ex- 
porter, can  no  longer  feed  itself.  The 
controlled  prices  paid  to  farmers  are 
often  below  production  costs,  so  they 
have  no  incentive  to  produce  more 
than  they  need  to  subsist.  The  man- 
dated retail  price  of  a  dozen  eggs  is 
about  8  cents,  for  instance,  so  they  are 
hard  to  find.  "The  peasants  won't  pro- 
duce more  than  they  need,"  says  Gil- 
berto  Cuadra,  president  of  the  Nicara- 
guan  Institute  of  Development.  Yet 
private  farmers  who  don't  meet  the 
government's  production  quotas  face 
the  threat  of  confiscation. 

Frustrated  Sandinista  leaders  have 
publicly  criticized  peasants  for  work- 
ing an  average  of  only  two  hours  a 


A  classroom  at  Mcae.  Cetitral  America's  leading  husuiess  school 
"The  things  we  teach  are  extremely  useful  to  the  government 


day,  not  the  six  hours 
they  did  before  the  rev- 
olution. As  if  exhorta- 
tions could  put  clothes 
on  people's  backs. 

At  the  same  time, 
corruption  takes  its 
toll.  So  does  gross  inef- 
ficiency. In  June,  for 
example,  one  state 
agency  finally  admit- 
ted it  had  destroyed 
20,000  pounds  of  beef 
that  had  rotted  in  ware- 
houses. The  meat  sat 
too  long  in  government 
storage  while  the  offi- 
cials in  charge  appar- 
ently sought  to  export 
It,  for  some  badly  need- 
ed dollars.  At  about  the 
same  time,  195,000 
  chickens  were  de- 
stroyed by  a  government  slaughter- 
house because  they  were  too  scrawny. 
A  government  feed  supplier  failed  to 
negotiate  credits  to  import  soybean 
feed,  so  some  chickens  starved  and 
others  had  taken  to  eating  each  other. 

To  the  extent  business  goes  on,  it 
does  so  by  ignoring  the  new  laws. 
Buying  restricted  supplies  and  selling 
unsanctioned  production  on  other 
black  markets  are  the  most  common 
ways  in  which  the  private  sector  com- 
monly violates  state  law  in  order  to 
survive.  Managers  also  provide  regu- 
lar bonuses  (in  cash,  carfare  or  other 
benefits)  to  productive  employees — in 
effect,  unauthorized  salary  increases. 
"Everyone  is  breaking  the  law,"  says 
Bengoechea. 

The  communist  junta  overlooks 
these  flagrant  violations  of  socialist 
purity  perhaps  because 
It  heeds  the  advice  of 
Its  mentor,  Fidel  Cas- 
tro, who  has  advised 
fellow  Marxist-Len- 
inists not  to  make  the 
costly  mistake  he  did. 
Don't,  he  reportedly 
has  said,  drive  out  too 
speedily  the  productive 
middle  class:  You'll 
need  them  for  a  while. 

In  a  way  it  is  late  in 
the  game  for  the  Sandi- 
nistas. Over  half  of  its 
prerevolutionary  man- 
agerial class  has  al- 
ready left.  The  others 
hang  on  in  the  forlorn 
hope  that  somethmg 
will  happen  that  will 
keep  Nicaragua  from 
disappearing  complete- 
ly behind  the  Iron 
Curtain.  ■ 
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TAN  DY:  .  Better  Again 


Welcome  to  the  next  generation 
of  personal  computing. 


Introducing  four 
Tandy  PC  compatibles 
that  redefine  the  term 
"industry  standard" 

Meet  our  new  line  of  MS-DOS® 
based  personal  computers.  Each 
one  was  designed  with  a  different 
user  in  mind.  And  yet  each  has  one 
thing  in  common:  the  Tandy  com- 
mitment to  e.xcellence.  When  you 
buy  a  Tandy  computer,  you  get 
more.  More  power,  more  speed, 
more  options,  more  support.  All  at  a 
lower  price  than  the  so-called  "in- 
dustry standard." 

The  Tandy  1000  EX 

Only  $799  for  a  true  MS-DOS 
based  computer?  It's  true.  The 
Tandy  1000  EX  runs  the  same  pow- 
erful software  as  an  IBM®  PC — at 
up  to  twice  the  speed!  And  every 
Tandy  1000  EX  comes  with  our 
new  graphics-oriented  Personal 
DeskMate""  software  with  six  user 
applications.  The  1000  EX  is  also 
the  perfect  classroom  computer. 

The  Tandy  1000  SX 

Here's  a  high-performance  ver- 
sion of  America's  #1  PC 
compatible — the  Tandy  1000.  The 


new  Tandy  1000  SX  is  still  compati- 
ble with  industry-standard  MS-DOS 
software.  But  it  can  now  run  many 
of  these  programs  50%  faster.  The 
1000  SX  comes  with  384K  and  two 
built-in  disk  drives — standard.  You 
even  get  our  enhanced  si.x-in-one 
DeskMate®  II  applications  software. 
All  for  just  $1199. 

The  Tandy  3000  HL 

If  you've  already  invested  in  IBM 
PC/XT®  software  and  hardware,  and 
would  like  to  expand,  the  Tandy 
3000  HL  gives  you  four  times  the 
power  of  the  XT  .  .  .  for  less.  The 
3000  HL  can  process  twice  the 
data,  thanks  to  its  advanced,  16-bit 
80286  microprocessor.  Plus,  the 
3000  HL  operates  at  twice  the 
speed  of  the  XT.  With  a  Tandy 
3000  HL,  you're  getting  much 
more  than  an  XT  compatible — and 
for  only  $1699. 

The  Tandy  3000  HD 

Unmatched  in  performance,  the 
Tandy  3000  HD  is  a  powerful  work- 
station with  both  networking  and 
multiuser  capabilities.  It's  compat- 
ible with  the  IBM  PC/AT®,  offers 
greater  disk  storage  (40  megabytes), 
yet  is  priced  at  $4299. 


American-made  quaHty 

These  four  new  computers  are 
built  in  our  own  manufacturing 
plants  right  here  in  the  U.S.A. 
They're  designed  to  meet  our  rigid 
quahty  standards,  and  backed  with 
the  best  support  in  the  industry. 
We're  proud  of  our  new  line,  and 
we  want  you  to  see  why.  Come  in 
for  a  demonstration. 

Available  at  over  1200 
Radio  Shack  Computer  Centers  and  at 
participating  Radio  Shacit  stores  and  dealers. 

Radio  /haeH 

COMPUTER  CENTERS 

A  DIVISION  OF  TANDY  CORPORATION 

■i  Hi  »  ^  Hi  H  H 

^Send  me  an  RSC-17  Computer  Catalog" 

Radio  Shack,  Dept  87-A-319  M 
300  One  Tandy  Center,  Fort  Worth,  TX  76102 


i 
i 


Name . 


Company . 
Address  _ 
City  


i 

9 
I 
I 


"*»'    state . 


.ZIP. 


Phone . 


Prices  apply  at  RadioShack  Computer  Centers  and  participating  stores  and  dealers  Monitors  not  included  IBM,  IBM  PC/XT  and  IBM  PC/AT/Registered  TM  International  Business  Macfiines  Corp. 

MS-DOS/Registered  TM  Microsoft  Corp. 


On  the  Docket 


How  much  is  a  handshake  agreement 
worth  these  days?  Quite  a  bit,  McDonald's 
learned,  much  to  its  dismay. 

The  Tripple  Ripple 
ice  cream  case 


By  Jill  Andresky 


IN  THE  AUTUMN  OF  1970  McDon- 
ald's Corp.  founder  and  Chairman 
Ray  Kroc  came  up  with  what  he 
thought  was  one  great  idea.  Along 
with  Big  Macs  and  fries,  he  wanted  to 
sell  combinations  of  vanilla,  choco- 
late and  strawberry  ice  cream  in  spe- 
cial, slow-dripping  cones.  No  such 
cone  existed  at  the  time,  so  Kroc 
contacted  Tom  Cummings,  the 
son  of  an  old  friend,  whose  Cen- 
tral Ice  Cream  Co.  produced  ice 
cream  pops  for  Chicago's  zoo  and 
hospitals,  and  asked  him  to  de- 
sign one. 

Since  no  contract  was  ever 
written  and  signed,  what  hap- 
pened next  has  been  debated  for 
over  15  years.  According  to  Cum- 
mings, Kroc  promised  him  that  if 
Central's  "Tripple  Ripple"  cone 
passed  McDonald's  taste  test,  the 
fast-food  chain  would  carry  it  ex- 
clusively for  20  years.  McDon- 
ald's claims  there  was  no  exclu- 
sive long-term  agreement,  and, 
accordingly,  the  chain  phased  out 
Tripple  Ripple  after  it  bombed 
with  customers  after  several 
years  on  the  menu.  Central  Ice 
Cream  Co.,  which  had  borrowed 

heavily  to  upgrade  for  the  produc-   

tion  of  the  cones,  headed  into  Chapter 
11.  Cummings  sued,  and  after  a  de- 
cade and  a  half  of  dispute.  Central  Ice 
Cream  finally  won  and  now  stands  to 
collect  $15.5  million  in  damages  for 
breach  of  contract  and  fraud. 

Central  Ice  Cream  won  because 
Kroc  and  McDonald's  lost  sight  of  a 
basic  legal  principle  that  can  cost 
businessmen  dearly  if  ignored:  Many 
business  contracts  do  not  have  to  be 


written  down  to  be  enforceable.  In 
much  the  same  way  that  Texaco  was 
found  last  year  to  have  induced  Getty 
Oil  to  break  an  oral  agreement  to 
merge  with  Pennzoil,  and  thus  wound 
up  being  hit  with  $10.5  billion  in  trial 
court  damages,  McDonald's  was 
found  to  have  induced  Central  Ice 
Cream  to  invest  in  reliance  on  a 
promise  that  McDonald's  disavowed. 


T<mi  Cummings  with  trial  exliihit  shou  tiig  Ray  Kroc 
(center)  /?/  typical  hancishake  aii,reemetit 
McDonald's  still  believes  in  handshahes. 


"Often  these  kinds  of  disputes  boil 
down  to  whether  you  believe  Sam  or 
Joe,"  says  Klaus  Eppler,  a  senior  part- 
ner at  Proskauer  Rose  Goetz  &.  Men- 
delsohn and  an  authority  on  contract 
law.  "But  m  each  case  there's  always 
the  issue  of  whether  the  type  of  oral 
contract  involved  is  as  enforceable  as 
a  written  one  would  have  been,  and 
that  differs  from  state  to  state." 

Generally,  oral  or  written  short- 


term  contracts  worth  only  small 
sums  of  money  are  equally  binding. 
Lawyers  have  to  prove  either  that 
both  parties  agreed  to  the  contract  or 
that  one  party  made  an  offer  and  the 
other  party  acted  in  reliance  on  it.  But 
when  contracts  are  worth  more  than 
$500,  the  Uniform  Commercial  Code, 
used  in  every  state  with  minor  varia- 
tions, requires  that  agreements  be  in 
writing  unless  both  parties  admit  that 
an  oral  contract  existed.  Moreover, 
the  UCC  holds  that  once  a  written 
agreement  does  exist,  its  terms  super- 
sede any  past  or  future  oral  under- 
standings on  the  matter. 

In  the  Tripple  Ripple  case,  it  was  up 
to  Theodore  Becker,  Central  Ice 
Cream's  attorney,  to  prove  that 
McDonald's  admitted  an  oral  contract 
existed.  A  Cook  County,  111.  jury 
bought  his  argument.  What  swayed 
them?  The  fact  that  the  two  compa- 
nies had  been  doing  business  for  three 
years.  "The  law  is  full  of  a  lot  of 
mumbo  jumbo  about  when  your  oral 
agreement  qualifies  as  a  contract," 
Becker  says.  "But  in  my  experience, 
juries  make  their  decisions  based  on 
whether  they  think  bad  faith  was  in- 
volved in  the  agreement."  Stunned  by 
a  $52  million  trial  court  award, 
McDonald's  offered  to  settle  for  $15.5 
million,  which  has  been  accepted. 

"We  still  believe  in  doing  busi- 
ness by  handshake  agreements," 
says  Shelby  Yastrow,  McDon- 
ald's vice  president  and  general 
counsel,  "but  it  worked  against 
us  in  the  Tripple  Ripple  case. 
This  was  an  agreement  between 
two  men,  and  one  of  them,  Ray 
Kroc,  was  seriously  ill  and  then 
died  before  the  trial  was  over.  So 
it  was  tough  for  us  to  prove  exact- 
ly what  had  and  hadn't  been 
agreed  on." 

Central's  victory,  like  Penn- 
zoil's  early  success,  has  under- 
standably made  corporations  and 
lawyers  more  wary  of  oral  agree- 
ments. Says  Eppler,  "I  recently 
represented  some  Sperry  direc- 
tors during  the  tender  offer  for 
Sperry  by  Burroughs.  Once  the 
Sperry  board  agreed  that  it 
wouldn't  oppose  the  offer  and 

  made  a  public  announcement  to 

that  effect,  I  warned  my  clients  that 
by  so  doing  they  had  probably  created 
an  enforceable  contract.  They  could 
then  have  gotten  in  trouble  by  talking 
to  any  other  potential  suitor." 

So  where  does  that  leave  the  per- 
plexed businessman?  When  it  comes 
to  oral  contracts  at  least,  the  lesson 
should  be  clear:  Think  before  you 
speak.  Better  yet,  commit  your  agree- 
ment to  paper.  ■ 
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PanAmlb 
South  America. 

Moi:e74!7s 
To  More  Qties. 


Pan  Am  gives  you  more  747  service  than  any 
other  airline.  And  every  one  of  our  747s  offers  you 
three  classes  of  service— First  Class  with  our 
luxurious  Sleeperette®  Seats;  Clipper®  Class,  with 
spacious  6-across  seating;  and,  of  course.  Economy. 


t  Pan  Am  To  South  America. 
You  Can't  BeatlTie  Experienced 

Schedules  subject  to  change  without  notice.  A^Advantage*  is  a  registered 
service  mark  of  American  Airlines,  Inc. 


New  Nonstop  Service 
To  Buenos  Aires,  Santiago 
And  Panama  City 

Now  you  can  fly  our  747  nonstop  from  New 
York  to  Buenos  Aires.  You  can  also  take  the  only  747 
nonstop  from  Los  Angeles  to  Santiago. 

What's  more,  now  you  can  fly  from  New  York  to 
Miami  and  connect  with  our  daily  nonstop  to 
Panama  City. 

Pan  Am  to  South  America.  More  747  service 
from  the  airline  that  gives  you  more.  For 
reservations  or  information,  call  your  Travel  Agent, 
Corporate  Travel  Department  or  Pan  Am  at 
1-800-221-1111. 

Pan  Am  WorldPass  Teams  Up 
With  American  Airlines 
AVvdvantage  Program . 

Pan  Am  WorldPass.  The  Richest  Frequent 
Traveler  Program  In  The  World- ^'  has  joined  forces 
with  American  Airlines  A  Advantage  Program.  If 
you're  an  AAdvantage  member  you  can  earn  credit 
for  every  mile  you  fly  on  Pan  Am,  simply  by 
presentmg  your  AAdvantage  number  at  check-in. 

To  celebrate  our  new  service  now  through 
July  31st,  1986,  we've  added  bonus  miles  for 
WorldPass  participants.  On  our  new  daily  flight  to 
Panama  City  you'll  earn  750  bonus  miles  in  First 
Class  and  500  in  Economy.  On  our  new  nonstop  to 
Buenos  Aires  and  Santiago,  you'll  earn  2,500  bonus 
miles  in  First  Class,  2,000  bonus  miles  in  Clipper 
Class  and  1,000  bonus  miles  in  Economy. 


seeing  the  phone 
manew  light. 


Basic  telephone  service.  It's  our  oldest  source  of  revenue. 
And  now  it's  becoming  our  newest. 

Our  $19  billion  investment  over  the  past  seven  years  in 
an  advanced  telecommunications  network  makes  possi- 
ble a  multitude  of  new  services.  Everything  from  new  cus- 
tom calling  options  to  high-speed  data  transfer 

BellSouth  is  aggressively  marketing  many  of  these 
new  services  to  residential  and  business  customers  across 
the  Southeast. 

New  services  and  new  sources  of  revenue  from  an  ad- 
vanced telecommunications  networkalready  in  place.  That's 
smart.  And  it's  just  one  example  of  the  BellSouth  commitment 
to  customers  and  investors. 

Learn  more  about  BellSouth  from  your  broker  Or  write: 
Mr  L.E.  Spradlin,  Director  of  Investor  Relations,  BellSouth 
Corporation,  675  West  Peachtree  Street,  N.E.,  Atlanta, 
Georgia  30375.  Or  call  404-420-8136. 


The  BellSouth  Companies: 

South  Central  Bell  •  Southern  Bell  •  BellSouth 
Services  •  South  Central  Bell  Advanced  Systems 
•  Southern  Bell  Advanced  Systems 

BellSouth  Enterprises  •  BellSouth  Advertising  & 
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WILL  THE  TOP  DOe  OF  INSURANCE  RATINGS 

PLEASE  STAND  UP  ? 

These  were  the  ratings,  all  the  best  you  can  get:  Paper  A-1  Plus.  For  Long  Term  Debt— AAA. 

From  A.M.  Best  and  Company,  for  Financial  For  Payment  of  Claims— AAA. 
Position  and  Operations  Performance— A+  Here's  a  clue:  Met  Life  earned  this  pedigree. 

(Excellent).  Met  Life  and  affiliates  manage  over  $85 

From  Moody's  Investors  Service  for  Com-  billion  in  assets,  serving  more  than  43  million 

mercial  Paper  P-1 .  For  Long  Term  Debt— Aaa.  people.  Here's  another  clue:  our  dog's  on  top. 

From  Standard  &  Poor's  for  Commercial  Naturally 

SETMEIITPAVS. 

Metropolitan  Life 

TAP  AND  AFFILIATED  COMPANIES  Commercial  Paper  and  Long  Term  Debt  ratings 

are  applied  to  Met  Life  Funding.  Inc 

"^'985  M.=tfo.r!oiitan  Lite  Insurance  Company,  New  York,  NY  3  Subsidiary  of  Metropolitan  Life  Insurance  Company 


Taxing  Matters 


The  IRS  doesnt  prosecute  many  individ- 
uals for  criminal  tax  fraud,  but  when  it 
does,  it  usually  wins.  Here,  an  experienced 
tax  defense  attorney  tells  how  the  govern- 
ment's agents  operate. 

Dont  talk 
to  strangers 


By  John  Hayes 


1AST  YEAR  the  Internal  Revenue 
_  Service's  Criminal  Investiga- 
I  tion  Division  obtained  indict- 
ments against  only  2,400  or  so  indi- 
viduals suspected  of  criminal  tax 
fraud.  But  don't  let  that  low  number 
encourage  you  to  cheat  on  your  taxes. 
"These  guys  [the  CID  agents]  are  so 
good  they  get  convictions  in  about 
90%  of  cases  that  go  to  trial,"  says 
New  York  tax  case  litigator  Martin 
Pollner.  "And  the  percentage  receiv- 
ing prison  sentences  is  also 
going  up." 

Pollner,  51,  has  looked  at 
tax  fraud  from  both  sides  of 
the  street.  From  1970  to 
1973,  as  director  of  the  U.S. 
Treasury's  Office  of  Law 
Enforcement,  he  autho- 
rized the  prosecution  of 
hundreds  of  alleged  tax 
cheats.  He  left  Washington 
for  New  York  in  1973, 
opened  his  own  firm, 
Pollner,  Mezan,  Stolzberg 
&.  Frechtman,  in  1978  and 
now  specializes  in  defend- 
ing individuals  and  corpora- 
tions against  his  old  em- 
ployer. In  a  recent  inter- 
view, Pollner  offered  some 
basic  rules  for  avoiding  the 
govemment's  traps. 

Rule  I  :  Don  't  talk  to  people 
you  don't  know. 

The  IRS,  warns  Pollner, 
routinely  targets  "pockets 
of  noncompliance"  for  in- 
vestigation. A  few  years  ago  l-ormei'  I 
mail-order  ministries  were  Getting 
a  target.  These  days  agents   


are  hunting  many  tax  shelter  promot- 
ers and  their  customers.  Cash  busi- 
nesses like  restaurants  and  disco- 
theques are  always  fair  game. 

Once  they  have  identified  suspi- 
cious businesses,  Pollner  continues, 
IRS  agents  will  pose  as  doctors,  law- 
yers, reporters — even  priests  and  rab- 
bis— in  order  to  gather  evidence.  Take 
restaurants,  where  it  is  difficult  to 
prove  income  has  been  willfully  un- 
derreported.  In  New  York  City  a  few 
years  back,  agents  posed  as  restaurant 
buyers,  on  the  sensible  hunch  that  a 


f.S.  Treasur)'  Etiforcement  Director  Martin  I'olhier 
caught  in  a  lie  is  bad  news. 


seller  would  demand  a  price  based  on 
what  his  establishment  really  cleared, 
as  opposed  to  what  he  told  the  IRS  it 
cleared.  Sure  enough,  says  Pollner, 
shaking  his  head:  "We  find  that  very 
hard-hitting  guys — guys  who  don't 
tell  their  wives  or  mistresses  any  of 
their  inner  business  secrets — have 
openly  told  perfect  strangers  about 
their  two  sets  of  books  and  how  they 
manipulate  their  tax  returns."  Once 
the  agents  know  about  the  second  set 
of  books,  they  return  for  the  evidence 
with  a  search  warrant. 

Isn't  this  entrapment?  Apparently 
not.  "After  Abscam,"  explains 
Pollner,  referring  to  the  celebrated 
sting  leading  to  the  arrest  of  some 
corrupt  politicians,  "entrapment  is 
enticing  someone  to  perform  a  crimi- 
nal act  he  otherwise  wouldn't  do." 
But  by  posing  as,  say,  a  restaurant 
buyer,  the  IRS  agent  is  "enticing  the 
suspect  into  admitting  an  illegal  act 
he  has  already  committed.  So  posing 
is  legal — which  is  why  I  say,  never 
talk  to  strangers." 

Rule  2:  Be  nice  to  your  spouse  (and 
anyone  else  privy  to  ycjur  tax  secrets). 

The  IRS'  CID  agents,  Pollner  says, 
"are  great  newspaper  and  magazine 
readers."  Agents  will  often  build  air- 
tight criminal  fraud  cases  on  evidence 
gleaned  from  contested  divorces  they 
picked  up  in  their  reading.  Estranged 
and  former  spouses  will  frequently 
work  against  their  own  economic  in- 
terests in  an  effort  to  strip  a  former 
mate  of  money  and  even  send  the 
spouse  to  jail.  Says  Pollner: 
"We  have  had  cases  in 
which  wives  have  gone  to 
their  husbands'  offices  at 
night  and  copied  records 
and  turned  them  over  to  the 
IRS."  He  adds:  "I  found 
prosecuting  the  Mafia  easi- 
er than  dealing  with 
spurned  spouses." 

Ride  3:  Don 't  talk  to  the  IRS 
without  your  laiiyer. 

This,  Pollner's  cardinal 
rule,  is  routinely  broken. 
"We  have  seen  even  the 
toughest  of  businessmen 
wilt  when  the  agents  show 
their  badges,"  says  Pollner. 
Fear  and  a  corresponding 
desire  to  please  the  agents, 
he  adds,  often  induce  sus- 
pects to  hand  over  their  rec- 
ords even  though  no  search 
warrant  has  been  obtained. 
"So  often,  when  we  come 
into  a  case,  the  records  are 
already  in  the  hands  of  the 
prosecutor,"  says  Pollner. 
He  emphasizes  that,  while 
an  aggressive  agent  will 
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MONEYWEEK.  PINNACLE.  INSIDE  BUSINESS. 

SATURDAY- 9;30i4Afoncyweek-cNN  Business 

News  Managing  Editor  Lou  Dobbs  taKes  an  Insightful 
look  at  the  week  ahead. 

6:30&UP  Pinnacle  —High  stakes  rollers  at 
the  corporate  table  and  how  they  got  there. The  perils 
The  pitfalls. The  rewards  of  getting  ahead. 

SUNDAY-/.-30PiMoneyweek-  Sunday  s  best  invest 
ment  with  Lou  Dobbs. 

6:30  S[  UP  Inside  Business— cnn  Business 

News  Managing  Editor  Lou  Dobbs,  Executive  Editor 
of  the  Wall  Street  Journal  Frederick  Taylor  and  Editor  of 
Business  Week  Wllliann  Wolnnan  open  the  doors  to  major 
corporate  boardrooms.  And  interview  the  most  influential 
business  people  in  America  today. 

This  weekend...  go  to  CNN. 
If  you  don't  have  cable  contact  your  cable  operator. 

©Tyner  Broadcasting  System.  Inc. 


THE  WORLD'S  MOST 
IMPORTANT  NETWORK 


PHONE 
BILL 
MYSTERIES 
SOUfED! 

^  Your  phone  bill  isn't  intended  to  be 
a  secret.  Then  why  is  it  a  puzzle 
you  can't  decode? 

_  The' information's  there,  but  the 
format  isn't  organized  for  a  thorough 
analysis  of  costs.  So  you  can't  ef- 
fectively measure  your  company's 
telephone  usage,  or  point  out  areas 
of  misuse  and  abuse. 

At  Account-A-Call  Corporation, 
we've  created  a  way  to  decipher 
your  company's  telephone  costs!  ■ 
Our  telecommunications  data  pro- 
cessing firm  has  introduced  the 
most  advanced  reports  on  the 
market.  And  now  our  reports  are 
more  graphically-revealing  than  ^ 
any  other  available. 

We've  found  a  way  to  simplify 
and  organize  data  while  reducing 
your  analysis  time— through  the 


use  of  visually  exciting  charts  and 
graphs.  These  revolutionary  new 
graphics  offer  a  complete  picture 
of  your  telephone  system,  pointing 
out  effective  and  ineffective  phone 
usage  throughout  the  company! 

Our  numerical  information  rs  or- 
ganized into  easy-to-read  columns 
with  headings  that  describe  who 
made  the  calls,-when  and  where 
they  were  made,  how  long  they 
took  and  how  much  they  cost. 

Our  reports  also  allocate  tele- 
phone costs  by  company,  division, 
department,  cost  center  and  individ- 
ual. They  analyze  WATS,  foreign 
exchange,  tie-lines  and  other 
special  service  activities.  - 

With  our  help,  you  can  have 
complete  visibility  and  control  of 
your  telephone  system.  We'll  help 
you  elirninate  abuse  and  misuse 
while  obtaining  the  best  possible 
telephone  service  at  the  lowest 
possible  cost.  More  important, 
we'll  provide  you  with  reports 
you  can  understand!  . 

Account-A-Call 

CORPORATION . 


suggest  otherwise,  there  is  nothing 
incriminating  about  not  talking  to 
him.  Be  polite,  take  his  card  and  call 
your  lawyer. 

Rule  4:  Don 't  try  to  con  the  agents. 

The  CID  staffers  are  the  elite  of  the 
IRS,  says  Pollner,  who  has  both  super- 
vised and  battled  hundreds  of  them 
over  the  years.  Well  schooled,  they 
thrive  on  gamesmanship  and  love 
nothing  better  than  to  watch  a  suc- 
cessful businessman- suspect  fast-talk 
himself  into  a  corner. 

Pollner  recalls  a  chief  executive 
who  was  suspected  of  using  corporate 
funds  to  improve  his  home.  When  the 
agents  came  calling,  the  executive 
glibly  explained  that  his  board  of  di- 
rectors had  insisted  he  install  a  securi- 
ty system  to  protect  him  from  union 
thugs.  Feigning  sympathy,  the  agents 
let  him  ramble  on.  Encouraged,  the 
suspect  showed  them  his  new  fence 
and  alarm  system,  then  invited  them 
into  his  house  for  a  tour.  Says  Pollner: 


"We  find  that  very  hard- 
hitting guys — guys  who 
don't  tell  their  wives  or 
mistresses  any  of  their 
inner  business  secrets 
— have  told  perfect 
strangers  about  their 
two  sets  of  boolcs." 


"His  story,  which  was  an  out-and-out 
lie,  and  their  view  of  his  place  made 
the  case  rather  difficult."  Result:  A 
prison  sentence  of  up  to  five  years. 

Remember  this:  Getting  caught  in  a 
lie  is  bad  news.  To  win  a  criminal 
fraud  conviction,  the  IRS  must  prove 
"willfulness"  or  "intent  to  defraud." 
Pollner  lists  these  "badges  of  fraud" 
that  will  convince  a  jury  of  intent: 
lying  to  an  IRS  agent,  destroying  rec- 
ords, keeping  a  second  set  of  books, 
using  false  or  backdated  documents, 
and  a  consistent  pattern  of  underre- 
porting income. 

Rule  5  The  second-best  protection  is  a 
competent  lauyer.  (The  best  is  not  being 
cpite  with  your  tax  return.) 

Because  it  has  limited  resources, 
the  IRS  likes  sure-thing,  high-publici- 
ty cases  that  will  deter  other  taxpay- 
ers from  cheating.  "To  prosecute, 
agents  have  to  prove  to  their  supervi- 
sor, to  his  chief,  to  the  tax  division  of 
the  Justice  Department  and  to  the  re- 
ferred U.S.  attorney's  office  that  they 
have  a  case  jacketed,"  says  Pollner.  "If 
we  can  cast  doubts  and  give  valid  ex- 
planations, we  can  be  very  successful 
in  avoiding  prosecution." 

This  is  obviously  self-serving.  But, 
given  the  way  the  criminal  tax  fraud 
world  works,  it  is  also  true.  ■ 


The  Kodak 

advantage  is 

Wgger  than  ever! 


The  Kodak  advantage:  Leading  technology  and  proven  reliability  and  the 
best  service  in  the  business.  It's  an  advantage  that's  been  reaffirmed  every  year  for 
five  straight  years  by  an  independent  research  organization.  It's  an  advantage  that 
grows  bigger  each  time  v^e  introduce  new  models.  Here,  now,  a  whole  new  family  of 
high-volume  copier-duplicators  for  walk-up  and  repro  applications. 

Introducing  the  user-friendly  walk-up  copiers. 

New  Kodak  Ektaprint  235  copier-duplicators  make  it  easier  than  ever  for  walk- 
up  users  to  do  some  surprisingly  complicated  jobs,  more  quickly  than  ever.  All  kinds 
of  duplexing,  chapterization,  slip-sheeting . . .  it's  all  easy  and  all  at  5100  copies  an 
hour!  Options  include  a  finisher  with  six-way  stitching  or  an  economical  new  stapler. 

Introducing  the  right  combination  for  tough  repro  jobs. 

New  Kodak  Ektaprint  300  duplicators  take  on  tough  jobs-like  tabs,  duplexing, 
dividers,  covers,  stapling  and  binding-and  do  them  all  with  the  productivity  of  easy 
jobs,  at  a  full  6000  copies  an  hour!  And  there's  a  unique  Kodak  Telassistance  network 
for  quick  service  diagnoses  and  even  fixes  by  phone.  You  can  have  your  duplicator 
with  six-way  stitching  or  with  both  stitching  and  Kodak's  exclusive  binding  feature. 

For  details  on  these  new  Kodak  copiers  and  duplicators,  write  or 
call  Eastman  Kodak  CompanycP6266,343  State  Street,  Rochester,  NY  14650. 
1 800  44KODAK  (1 800  445-6325)  Ext.  610. 


To  restore  their  flagging  profits,  the  big  TV  M 
networks  are  demanding  lower  costs  fron}  i 
the  studios  that  supply  them  with  entertain- 
ment. Its  going  to  be  a  nasty  battle. 

Will  the 
networks  take 
it  out  of 
Hollywood's  hide? 


i 

By  Ph^lis  Berman 
and  Stuart  Flack 


EARLY  THIS  month  the  Screen 
Actors  Guild  negotiated  a  new 
contract  with  the  movie  pro- 
ducers, a  contract  that  clearly  recog- 
nized Hollywood  was  coming  under 
pressure  to  cut  costs.  Rather  than  risk 
taking  a  strike,  the  union  settled  on 
rather  modest  terms,  even  agreeing  to 
give  up  some  Saturday  and  Sunday 
overtime.  Says  one  source  close  to  the 
negotiations:  "Given  today's  econom- 
ics, a  work  stoppage  would  have  been 
devastating  for  all  of  us." 

Why  devastating?  Because  Holly- 
wood's best  customer,  the  TV  net- 
works, are  under  severe  pressure. 

Two  of  the  major  TV  networks  are 
now  firmly  under  new  management — 
NBC  by  General  Electric,  ABC  by 
Capital  Cities — and  the  third,  CBS, 
has  a  powerful  new  stockholder,  fi- 
nancier Laurence  Tisch.  The  ABC 
network  will  barely  break  even  this 
year,  and  while  both  the  CBS  and 
NBC  networks  will  be  in  the  black, 
CBS  is  down  from  last  year,  and  no 
pickup  in  earnings  seems  in  sight. 

So  what's  the  appeal  to  the  new 
owners?  Quite  simple.  Smart  finan- 
cial types  recognize  that  there  are 
huge  amounts  of  unnecessary  costs 
built  into  network  budgets.  Cut  these 
costs,  and  profits  could  double  or  tre- 
ble, even  with  minimal  growth. 

Cut  where?  Firings  in  news  pro- 
gramming and  in  overhead  have  been 
highly  publicized,  but  the  real  fat  is  in 
an  area  that  the  old  network  manage- 


ments regarded  as  untouchable:  pro- 
gramming costs.  Can  these  be  cut 
without  hurting  the  appeal  of  the  pro- 
grams? Clearly,  the  new  network 
bosses — who  come  from  business 
rather  than  from  entertainment  back- 
grounds— think  they  can  be.  Here's 
why,  and  where: 

Most  of  the  shows  run  on  the  net- 
works are  produced  by  outside  con- 
tractors, mainly  Hollywood  studios. 
The  fees  they  are  paid  gobble  around 
60%  of  network  costs.  We're  talking  a 
nice,  round  $3  billion. 

All  three  networks  combined  will 
do  well  to  earn  $350  million  this  year. 
Not  much  compared  with  the  $600 
million  they  earned  as  recently  as 
1983.  If  programming  costs  could  be 
reduced  by  only  10%,  the  networks 
would  be  able  to  move  $300  million 
pretax  to  their  bottom  lines.  On  a 
leveraged  capital  structure  like  that  of 
Capital  Cities/ABC,  this  could  add  $3 
or  so  a  share  to  aftertax  earnings, 
about  $2.20  for  CBS. 

How  to  do  this  without  reducing 
the  appeal  of  the  programs?  Elaborate 
stunts  and  expensive  action  scenes 
like  explosions  and  car  wrecks  will  be 
cleverly  culled  from  already  existing 
footage.  Exotic-looking  spots  will  be 
found  around  Los  Angeles,  so  produc- 
tion will  not  have  to  travel  to  distant 
and  expensive  locations.  Stories  will 
be  simple  and  focus  directly  on  the 
central  character,  with  less  need  for 
large  casts. 

Aware  of  all  this,  the  Screen  Actors 
settled. 

For  the  networks,  overall  advertis- 


ing revenues  were  flat  last  year,  at  a 
bit  over  $8  billion.  The  first  five 
months  of  this  year  show  a  meager 
2.1%  increase  from  the  same  period 
in  1985. 

The  squeeze  is  already  on  the  film 
studios.  This  March  MCA  publicly 
and  dramatically  refused  to  accept  the 
price  NBC  was  offering  for  a  new 
show,  Crime  Stoiy.  to  be  produced  by 
Michael  Mann,  who  made  the  high- 
rated  and  high-cost  show  Miami  Vice. 
NBC  wanted  MCA  to  absorb  a  big 
chunk  of  the  production  costs  of  the 
new  series  for  the  three-  or  four-year 
network  run.  MCA  would  have  to  try 
earning  a  profit  by  selling  the  reruns — 
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OtJ  the  set  of  Universal's  hour-long  action-culrejitiire  series  "The  Fxjiializer" 

Cut  out  the  huge  unnecessary  costs  built  into  network  budgets  and  profits  could  double  or  treble. 


syndicating,  as  it  is  known  in  the 
trade — to  independent  stations. 

Did  NBC  forgo  the  promising  show 
because  of  MCA's  refusal?  Not  at  all. 
New  World  Pictures,  a  maker  of  B 
movies  and  hungry  to  get  into  the 
television  production  business, 
agreed  to  bear  the  upfront  costs  and 
make  the  show. 

W'  hy  don't  the  networks  make 
their  own  shows?  In  1970  the 
FCC  and  Congress  severely  restricted 
TV  networks'  right  to  make  and  own 
television  shows.  Three  years  ago  the 
networks  tried  to  get  the  rule  modi- 
fied. Jack  Valenti,  Hollywood's  chief 
lobbyist,   called   President  Reagan, 


who  with  a  couple  of  well-placed  calls 
kept  the  networks  at  bay. 

Today  there  is  a  new  breed  of  TV 
mogul:  GE  Chairman  John  F.  Welch; 
CBS  majority  stockholder  Laurence 
Tisch;  Thomas  Murphy,  chairman  of 
Capital  Cities.  Okay,  they  won't 
make  their  own  shows.  But  they  will 
make  their  suppliers  lower  prices.  Or 
else.  Flamboyant  Hollywood  produc- 
ers notorious  for  their  budget-busting 
ways  have  a  quite  different  attitude 
toward  costs  than  do  Murphy,  Tisch 
or  Welch, 

Look  to  Tom  Murphy  to  be  espe- 
cially tough.  Faced  with  disappoint- 
ing ratings,  weak  national  advertising 


and  huge  interest  expenses  as  a  result 
of  the  acquisition  of  American  Broad- 
casting, Capital  Cities/ ABC  expects  a 
down  year  in  1986,  the  first  decline 
since  the  firm  was  founded  in  1954. 
Operating  income  from  the  network 
should  be  $10  million  this  year,  down 
dramatically  from  1985's  $170  mil- 
lion. In  short,  the  ABC  television  net- 
work is  not  what  Capital  Cities  envi- 
sioned when  the  deal  was  announced 
in  March  1985. 

Capital  Cities'  reputation  speaks 
for  itself.  The  solution  to  bringing 
costs  into  line  in  its  publishing  divi- 
sion was  simple:  Cut  staff  and  end 
costly  union  work  rules,  even  if  it 


Bollywood's  plump  feather  bed 


Here  is  the  clearly  corpulent 
catalog  of  union  costs  for  a 
typical  but  conservatively  staffed 
TV  episode  or  movie  of  the  week 
compared  with  the  same  produc- 
tion using  nonunion  help.  Here  we 
are  talking  about  a  5-day,  55-hour 
filming  week,  and  the  list  covers 
only  the  basic  technical  crew. 
We've  left  out  the  so-called  core 
production  team — the  director, 
cinematographer,  art  director  and 
production  manager — as  a  sop  to 
those  who  argue  that  you  must  pay 
top  dollar  to  get  top  talent. 

Remember  that  the  term  feath- 
erbedding  refers  to  more  than  just 
an  inflated  pay  scale.  More  com- 
monly it  is  used  to  indicate  over- 
staffing,  and  we  certainly  have  that 
here  as  well  (e.g.,  there  are  three 
sound  men  on  a  union  set  vs.  two 
on  the  nonunion  set).  Note,  too, 
that  about  35%  of  the  union  com- 
pensation is  in  fringe  benefits. 

This  is  not,  however,  an  actual 
budget  for  a  real  show.  It  is  an 
example  provided  by  Cine  Enter- 
prises, a  Santa  Monica-based  inter- 
national  production  consultant. 


Cine  has  developed  a  healthy  busi- 
ness showing  Hollywood's  newly 
budget-conscious  film  companies 
how  to  become  low-cost  produc- 
ers. The  pitch?  Substantial  savings 
can  be  gained  by  going  nonunion 
and  selecting  filming  locations 
carefully. 

Further  production  savings  can 
be  realized  by  using  small,  cost- 
efficient  "second  units"  to  film 
scenes  that  do  not  require  the  full 
retinue  of  technicians  and  actors. 
Transferring  the  film  to  videotape 
before  editing  brings  substantial 
savings,  too,  because  editing  video- 
tape is  much  faster  and  simpler, 
and  so  more  cost-effective,  than 
editing  film. 

The  big  studios  usually  blame 
the  unions  alone  for  their  fat  cost 
structures.  But  recall,  too,  that  the 
studios  routinely  add  as  much  as 
30%  in  equipment  rental  and  other 
"fees"  to  the  production  price  tag. 
So  when  you  hear  that  a  single 
episode  of  Miami  Vice  costs  $1.4 
million  to  make,  only  about  a  mil- 
lion of  that  is  real  cost.  The  rest  is 
funny  money. — P.B.  and  S.F. 


Job  category 

Union  rate 

Personnel 

Nonunion  rate 

Personnel 

Assistant  directors 

$5,617 

2 

$3,186 

2 

Camera  crew 

8,694 

4 

4,897 

3 

Clerical  &  craft  service  5,915 

5 

4,661 

5 

Costumes 

5,520 

3 

4,542 

3 

Day  players 

10,240 

10 

2,360 

10 

Drivers 

30,340 

22 

19,824 

16 

Electrical  &  lighting 

13,872 

5 

6,726 

4 

Extras 

10,360 

50 

2,950 

50 

First  aid 

1,286 

1 

885 

1 

Grips 

7,241 

4 

6,608 

4 

Hair 

3,573 

2 

2,950 

2 

Location  manager 

1,770 

1 

1,770 

1 

Makeup 

5,641 

3 

4,956 

3 

Props 

5,517 

3 

4,130 

3 

Script  supervisor 

2,070 

1 

1,652 

1 

Sets 

9,140 

6 

5,240 

4 

Sound 

7,155 

3 

3,540 

2 

Special  effects 

5,520 

2 

4,720 

2 

Stunts  &  stand-ins 

11,120 

5 

3,304 

5 

Total 

$150,591 

132 

$88,901 
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took  strikes  to  do  it,  as  it  did  at  many 
of  its  newspapers. 

Imagine  yourself  a  fly  on  the  wall  in 
a  S960-a-night  suite  at  New  York's 
Ritz  Carlton — 25th  floor,  view  of  the 
park.  A  bevy  of  six-figure  studio  exec- 
utives, producers  and  agents  sit  about, 
for  two  weeks,  dressed  in  deluxe  West 
Coast  casual,  wringing  their  hands, 
contemplating  a  multicolored  mosaic 
of  hypothetical  prime-time  schedules 
tacked  to  a  bulletin  board.  Welcome 
to  Pilot  Pitch  Week,  where  tempers 
are  short  and  rumor  is  king.  It  is  the 
last  step  in  a  nerve-racking,  $150  mil- 
lion sales  and  selection  process  that 
brings  the  next  season  of  Dallas  or 
Miami  Vice  into  your  home. 

W'  hy  are  these  men  so  nervous?  "In 
a  strange  way,  we're  all  living  in 
the  past,"  says  David  Gerber,  who  has 
been  in  the  business  since  the  Sixties, 
and  is  the  president  of  MGM/United 
Artists  Television.  For  Hollywood,  it 
was  a  glorious  past.  From  1971  to 
1983  ad  revenues  climbed  at  a  steady 
14%  rate.  So  effective  was  TV  as  an 
advertising  medium  that  the  advertis- 
ers could  always  be  expected  to  pick 
up  double-digit  increases  in  produc- 
tion cost.  As  icing  on  the  cake,  more 
and  more  independent  TV  stations 
came  on  the  air  and  began  clamoring 
for  rerun  rights.  The  number  of  inde- 
pendents doubled  between  1980  and 
1985.  Syndication  demand  was  good, 
supply  was  limited. 

But  in  1983  things  began  to  change. 
Union  wages  and  Hollywood's  pro- 
duction budgets  were  still  growing  at 
double-digit  rates,  but  advertising  rev- 
enue growth  dropped  to  single  digits. 
The  syndication  market  faltered.  The 
confrontation  between  Hollywood 
and  the  networks  was  on. 

Traditionally,  Hollywood  had  been 
content  with  fees  from  the  networks 
on  hour  and  half-hour  series  that  near- 
ly covered  production  costs  because 
there  were  such  hefty  profits  in  syndi- 
cating the  reruns.  But  now  the  net- 
works are  refusing  even  to  come  close 
to  covering  producing  costs,  leaving 
the  studios  to  absorb  mounting  in- 
vestments, sometimes  as  much  as 
$500,000  per  episode.  More  than  that, 
fewer  shows  are  now  on  the  air  long 
enough  -to  qualify  for  syndication. 
And  another  problem:  Syndicating 
hour-long  shows  is  no  sure  thing  any- 
more— especially  dramatic  series 
with  little  kiddie  appeal,  because  chil- 
dren are  the  prime  audience  in  the 
early  evening  hours  when  indepen- 
dent stations  get  their  highest  ratings. 

Take  the  ABC,  hour-long  action- 
adventure  series  MacGyi  er,  slotted  to 
run  next  year  in  the  choice  spot  just 
before  ABC's  Momiay  Night  Football. 
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Last  year  Paramount  had  been  getting 
$850,000  per  MacGyver  episode  from 
ABC  for  rights  to  run  the  show  that 
cost  $1.2  million  to  produce;  the 
shortfall  on  22  episodes  was  $7.7  mil- 
lion. Without  a  second  and  third  year 
of  network  play,  that  money  would  go 
down  the  tubes.  For  successful  syndi- 
cation, at  least  66  episodes  are  needed. 
Why?  Because  reruns  are  traditionally 
shown  five  times  a  week  whereas  new 
shows  run  only  once  a  week.  It  was 
with  a  real  sigh  of  relief  that  Para- 
mount learned  ABC  would  run  the 
modestly  successful  show  for  the  sec- 
ond year.  With  the  extended  run.  Par- 
amount could  shop  its  property 
around  for  syndication,  for  which  it 
could  receive  as  much  as  $46.2  mil- 
lion or  $700,000  per  episode. 

Hollywood  is  only  the  latest  lethal 
example  of  what  happens  when  an 
industry  forgets  how  to  control  labor 
and  other  costs.  It  happened  to  air- 
lines, to  auto  companies,  to  British 
newspapers.  It  happened  in  a  big  way 
to  television  production — which 
turned  into  a  nice,  lush,  cost-plus 
kind  of  business. 

Businesses  run  with  a  cost-plus  at- 
titude, for  example,  rarely  bother 
to  resist  unions.  Why  fight  them? 
Give  them  what  they  want  and  get  on 
with  things.  The  studios  are  strongly 
unionized  and  abide  by  work  rules 
that  embody  the  most  flagrant  feath- 
erbedding  this  side  of  London's  Fleet 
Street.  Nor  is  labor  the  only  feather- 
bedder.  Studio  overhead  can  be  as 
much  as  30%  of  any  production  bud- 
get. A  good  bit  of  that  inflated  over- 
head is  for  things  like  the  use  of  stu- 
dio props  and  costumes.  Items  paid  off 
in  full  long  ago  by  other  productions, 
but  still  charged  to  producers  who 
never  question  them.  Says  Tom  Lea- 
hy, CBS  executive  vice  president  of 
the  broadcast  group,  "It's  what  is  re- 
ferred to  as  'funny  money.'  " 

Only  now,  the  networks  aren't 
laughing. 

At  his  1986  annual  meeting,  the 
usually  straightforward  Tom  Murphy 
did  a  jig  around  the  issue  of  program- 
ming costs.  "We  recognize  that  to 
succeed  m  attracting  more  viewers 
with  quality  programming,  it  is  im- 
possible to  cut  certain  comers,"  he 
told  shareholders.  But  he  added,  sig- 
nificantly, "Regaining  network  lead- 
ership is  not  a  challenge  that  can  be 
.  .  .  measured  by  ratings  alone." 

If  Hollywood  and  its  unions  weren't 
listening,  they  should  have  been. 
Murphy  was  saying  that  ABC 
wouldn't  compromise  on  quality,  but 
it  would  demand  quality  at  a  price.  A 
sure  target  for  cost-cutting  is  labor. 
The  most  egregious  featherbedding  is 


among  drivers.  When  a  production 
goes  on  location,  the  union  demands 
that  all  but  one  of  the  20  or  more 
vehicles  used  to  transport  and  house 
people  and  equipment  be  driven  by 
Teamster  drivers,  who  cost  the  pro- 
duction $1,200  a  week  each.  The 
union  rules  further  stipulate  that 
when  a  vehicle  is  over  1 8  feet  long  and 
used  in  New  York,  a  second  driver  be 
included  at  the  same  rate.  Do  the  driv- 
ers have  tough  jobs?  Most  of  them 
spend  the  greater  part  of  the  day  play- 
ing pinochle  in  the  shade,  until  it  is 
5:30  and  time  to  drive  home;  unless, 
that  is,  shooting  goes  overtime  and 
they  begin  to  collect  time-and-a-half 
for  their  card  game.  So  here's  a  busi- 
ness where  a  chap  can  earn  $75,000  a 
year  driving  a  truck  a  few  hours  a  day. 
The  drivers  have  plenty  of  compa- 


Hollywood  is  only  the 
latest  lethal  example  oj 
what  happens  when  an 
industry  forgets  how  to 
control  labor  and  other 
costs.  It  happened  to 
airlines,  to  auto 
companies,  to  British  news- 
papers. It  happened  in  a 
big  way  to  TV  production. 


ny.  Hair  stylists,  set  decorators,  the 
dolly  grip  (who  moves  the  cameras 
around),  the  boom-microphone  opera- 
tor and  the  best  boy  (who  handles 
lighting)  all  cost  about  $2,000  a  week 
when  they  work  in  a  production. 

The  core  production  team  for  a  TV 
movie  of  art  director,  cinematographer 
and  production  manager  each  cost  the 
production  a  minimum  of  $4,000  per 
week.  For  his  12  weeks  of  work,  a  top 
director  will  run  the  production 
$150,000  total.  "If  I  was  doing  this 
independently,  the  first  thing  I'd  do  is 
hire  a  mixed  or  nonunion  crew,  go  off 
the  CBS  lot  and  save  myself  $  1 50,000. " 
That's  a  producer  working  in-house  for 
CBS  on  a  "movie  of  the  week." 

Not  surprisingly,  independent  pro- 
ducers operating  without  a  studio's 
30%  overhead,  using  high-paid  but 
nonunion  workers  or  with  work-rule 
dispensations  from  the  unions,  can 
deliver  a  two-hour  made-for-TV  mov- 
ie for  $1.7  million,  vs.  $2.8  million  at 
a  big  studio.  Same  story  value,  same 
stars.  The  next  logical  step  for  the 
independents  is  into  far  more  lucra- 
tive series  television  production.  The 
independent  ranks  are  swelling  fast. 
There  are  production  facilities  spring- 
ing up  all  over  the  country  to  accom- 
modate them.  Already  on  the  scene 
are  Dino  de  Laurentiis'  film  studios  in 
Wilmington,    N.C.,    Pacific  North 


West  Studio  in  Seattle  and  Dallas 
Communications  complex  in  Las  Co- 
linas,  Tex.,  among  others. 

The  newcomers'  one  big  disadvan- 
tage vis  a  vis  the  established  studios  is 
skimpy  capital.  But  they're  solving 
that  by  preselling  videocassette  rights 
and  foreign  syndication  rights.  Others 
take  a  stingy  license  fee  that  would 
not  cover  production  in  this  country 
and  shoot  their  shows  abroad,  often  in 
cooperation  with  Canadian,  Austra- 
lian or  European  TV  companies.  Net- 
works in  foreign  countries  are  fre- 
quently willing  to  supply  a  full  crew, 
set  and  equipment  in  exchange  for 
rights  to  the  premiere  showing  of  the 
product.  Still  others  have  gone  to  the 
public  for  money  (Forbes,  Aug.  11). 

W'  hy  haven't  the  networks  been 
taking  greater  advantage  of  low- 
cost  producers?  Habit,  in  part.  Money 
men  tended  to  be  in  awe  of  so-called 
creative  types  with  a  track  record. 

Hollywood  won't  give  ground  easi- 
ly. "Those  guys  at  Cap  Cities  are 
gonna  learn  more  about  the  broad- 
casting business  in  the  next  six 
months  than  they've  learned  in  the 
last  30  years,"  says  one  producer.  An- 
other went  on  to  add:  "I'm  just  wait- 
ing for  them  to  go  further  into  in- 
house  production  and  shoot  them- 
selves in  the  foot." 

But  producer  David  Gerber,  still 
one  of  the  wealthiest  and  most  experi- 
enced producers  of  TV  shows,  sees  the 
good  old  days  ending.  He  sits  in  an 
office  that  once  was  Louis  B.  Mayer's 
executive  dining  room.  Pictures  of 
MGM  contract  players  line  the  halls, 
and  in  the  commissary  baskets  of 
matzo,  both  onion  and  plain,  are  on 
every  table.  Says  Gerber,  "The  next 
five  years  in  the  TV  business  are 
gonna  be  like  when  they  switched 
from  silent  to  talking  pictures.  We 
will  either  have  to  make  changes  in 
the  way  we  operate,  or  Hollywood 
will  be  the  next  Detroit." 

Who  can  tough  it  out  best,  Holly- 
wood or  the  networks?  We'll  bet  on  the 
networks.  Under  new  management, 
they  have  exceedingly  deep  pockets. 
Though  the  talk  is  that  Cap  Cities 
overpaid  for  ABC,  the  fact  is  that  the 
value  of  the  owned-and-operated  sta- 
tion and  the  parcels  of  land  on  Manhat- 
tan's West  Side  picked  up  in  the  deal 
are  worth  $3  billion  by  some  esti- 
mates. That  means  they  got  the  whole 
network  for  a  mere  $500  million. 

Call  it  cost-cutting  or  call  it  union- 
busting,  Hollywood  is  in  for  a  lot  of 
turbulence.  Who  will  come  out  on 
top?  Says  investor  Warren  Buffett,  the 
biggest  investor  in  Capital  Cities/ 
ABC:  "We  have  lots  of  patience."  Lots 
of  money,  too.  ■ 


Is  Tokyo's  bourse  immune  to  the  laws  of 
gravity?  Or  was  that  recent  fall  prelude  to  a 
sickening  plunge? 


Stalling  out? 


By  Edwin  A.  Finn  Jr. 


Fl  IGURE  IT  out:  Japan's  economy 
is  weak,  yet  its  stock  market 
has  given  up  only  a  small  part  of 
the  nearly  15%  it  has  gained  in  the 
past  three  months.  And  this  at  a  time 
when  stock  markets  in  Europe  and 
the  U.S.  have  seen  much  of  their  1986 
gains  wiped  out. 

Why  has  the  Japanese  market 
shown  relative  strength?  With  capital 
.spending  slack  and  corporate  profits 
from  previous  years  heaped  high,  Ja- 
pan IS  flush  with  funds  to  throw  into 
the  market.  Toyota,  for  instance,  has 
amassed  $9  billion  in  cash  and  mar- 
ketable securities.  U.S.  money  man- 
agers, too,  have  been  dumping  cash 
into  Japanese  stocks. 

The  Tokyo  market's  average 
price/earnings  ratio  is  near  40,  while 
multiples  elsewhere  in  the  world  are 
stalling  out  in  the  midteens. 


Suddenly  late  last  month  the  Tokyo 
advance  stalled  as  the  Nikkei  index 
fell  nearly  2%  on  heavy  volume  in  a 
single  day,  more  than  4%  in  a  week.  Is 
this  temporary  turbulence?  Or  pre- 
lude to  a  plunge? 

The  skeptics,  not  surprisingly,  are 
growing  in  number.  "There  is  no  way 
the  present  spate  of  earning  results 
can  support  these  multiples,"  says 
Alan  Butler-Henderson,  an  analyst 
with  Security  Pacific's  Hoare  Govett 
unit  in  London. 

Stock  pickers  are  also  edgy.  Ralph 
Layman,  portfolio  manager  for  Tem- 
pleton  International,  admits  he  has 
given  up  huge  gains  by  sitting  out  the 
Japanese  market's  rise.  But  he  refuses 
to  budge  from  the  sidelines,  explain- 
ing: "I  just  don't  want  to  be  there 
when  the  music  stops." 

William  Holzer,  a  portfolio  manag- 
er for  Scudder,  Stevens  ilk  Clark,  is 
nervous,  too.  Holzer  has  stayed  light 


Alone  at  the  top 


Since  the  Dow  slipped  in  early  July,  stocks  in  the  U.K.  and  West 
Germany  have  slumped  sympathetically.  Yet  Tokyo  has,  until  recently, 
kept  surging.  Says  one  nervous  U.S.  fund  manager,  "Japanese  price/earn- 
ings ratios  have  reached  nosebleed  levels." 
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on  Japanese  holdings  because  he  sees 
a  sharp  correction  ahead:  "It's  inevita- 
ble, but  the  question  is  when  and  to 
what  degree." 

Agrees  Felix  Zulauf,  vice  president 
of  Union  Bank  of  Switzerland:  "The 
rise  in  the  Japanese  market  isn't  based 
on  economic  fundamentals.  Once  the 
dollar  changes  direction — and  we  are 
getting  close  to  that — then  there  will 
be  a  sharp  selloff." 

The  very  factors  that  have  fueled 
the  recent  runup  could  be  behind  the 
recent  selloff.  Case  in  point:  The  mar- 
ket rallied  to  new  highs  last  month  on 
news  that  Kiichi  Miyazawa  was  ap- 
pointed finance  minister.  Here's  a 
man  who  favors  spurring  Japan's  lan- 
guid economy  with  $  1 8  billion  of  pub- 
lic works  spending.  That's  sure  to 
make  Paul  Volcker  smile,  but  think  it 
through:  Once  the  Japanese  economy 
picks  up,  Japanese  companies  might 
pull  their  idle  cash  out  of  the  stock 
market  to  build  new  plants  and  buy 
new  equipment. 

Miyazawa  is  said  to  favor  various 
schemes  that  would  allow  more  capi- 
tal to  leave  Japan  for  foreign  invest- 
ments. That  could  encourage  Japa- 
nese investment  people  to  sell  home 
stocks  and  reinvest  some  of  the  pro- 
ceeds in  cheaper  markets  abroad.  Jap- 
anese stock  exchange  officials  are  so 
worried  by  market  heights  that  they 
recently  raised  margin  requirements. 
Now  a  margin  buyer  must  figure 
stock  pledged  as  collateral  at  50%  of 
its  market  value,  down  from  60%  pre- 
viously. The  move  came  after  13  con- 
secutive weeks  of  increasing  leverage. 
Margin  debit  balances  now  total  near- 
ly $24  billion. 

A  dwindling  band  of  bulls  argues 
that  Japanese  stocks  have  long  sold  at 
much  higher  price/earnings  ratios 
than  foreign  stocks — at  least  twice  as 
high  as  U.S.  stocks  (see  chart).  It's 
probably  true  that  Japanese  account- 
ing techniques  understate  P/E  ratios 
by  about  25%  on  average.  The  bulls 
also  count  on  the  possible  emergence 
of  a  most  un-Japanese  trend:  a  take- 
over wave,  financed  by  the  bulging 
corporate  coffers. 

But  value  will  out.  A  stock  selling 
at  40  times  earnings  has  an  earnings 
yield  of  just  2.5%.  At  some  point  in- 
vestors are  going  to  have  second 
thoughts  about  investing  at  2.5% — 
unless,  of  course,  interest  rates  fall 
much  further.  For  now,  however,  the 
bulls  count  heavily  on  stories.  For  a 
while  the  story  was:  Forget  earnings, 
look  at  cash  flow.  Then  came  hidden 
real  estate  values.  Now  it's  merger 
mania.  Says  one  portfolio  manager: 
"It's  always  another  story.  That's  why 
I'm  so  skeptical."  ■ 
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JOB  INVOICE 


South  Seas  Shipping  C^ompanv- 


November  20, 1986 


Ms.  Cathy  Lyons 

Import  Officer 

Botanical  Research  Lid- 

55  Wev/ak  Road 

Moresby.  Papua.  New  Guinea 


Re:  Palm  Fruit  Research 


■00 
Onn'-PO 


Dear  Ms.  Lyorw: 


This  letter  confirms  the  agreement  «e  reached  at  our  meeting  last  weeh  in  San  Francisco. 

Botanical  Research.  Ud.  will  recommend  the  optimal  conditions  lor  shipping  palm  Injit  and  palm  oil. 

-■^o  .mporranl  rssuos  lor  cons/doraoo,,  are:  tomparature  dunng  dipping  end  length  ol  Imo  between 
^  <:hipping. 

"  •'o  r^mpteted  by  June  1 , 1 987. 
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YOU  COULD  PRINT  EVERYTHING  ON 
THIS  DESK  FROM  A  BUSINESS  PC? 

The  world's  best-selling  desktop  laser  printer  has 
something  in  store  for  just  about  every  business  that's 
ever  dealt  with  the  printed  word . 

Because  the  Hewlett-Packard  LaserJet  Printer  is 
the  only  printer  of  its  kind  specifically  designed  to 
work  with  over  300  software  programs.  And  since  it 
hooks  up  to  almost  any  business  PC,  it's  right  for  all 
kinds  of  users — not  just  the  art  department.  So  you 
can  print  everything  on  this  desk — from  simple 
memos  to  your  life's  memoirs.  And  get  high-quality 
professional-looking  output. 

Combined  with  our  very  fast.,  very  versatile 
HP  Vectra  PC  (it's  IBM  PC/AT  compatible)  and  the 
software  of  your  choice,  the  HP  LaserJet  is  the  cor- 
nerstone for  a  complete  desktop  publishing  solution. 
One  your  whole  company  can  easily  use. 

Of  course,  the  HP  LaserJet  also 
works  with  IBM  PC's  and  compatibles. 

As  well  as  software  like  Lotus  1-2-3,   

WordStar  and  d:BASE  II.  And,  for  ~  r-^^ 
around  $3,000,  it's  the  laser  printer  "ZITZZT^ 
you  can  afford.  -'^^  ■  '  ■ '  . 

We  can't  print  all  the  reasons  our        hp  veara  pc 
HP  LaserJet  is  the  printer  of  choice.  But  if  you  stop  by 
an  authorized  HP  dealer  or  call  us  at  1 800  367-4772, 
Dept.  687Q  for  the  one  nearest  you,  we'll  show  you 
why  HP  quality  printing  makes  very  good  business 
sense  indeed. 

PnnI  samples  produced  on  a  LoseiJel  Plus  with  the  (ollowing  software  packages.  Studio  Sottwore  SpellBinder"  Desktop 
Publisher  MicroPro  WordStar  2000*  Lotus  1  2  3»  and  f  ormMoket  ll~  HP  Wectro  PC  is  o  Irodemork  ol  Hewlett  Pockord 
IBM  PC  IS  a  registered  Irodemork  ol  mtemotional  Business  Mochines  Corp  Lotus  1-2-3  is  a  registered  IrademoiK  ol 
Lotus  Development  Corp  WoidStor  is  o  registeied  Irodemork  of  MicroPro  Internalional  d  EASE  II  is  o  registered  irodemark 
of  Asfilon Tale '©  t986Hewlen-PockotaCo 
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At  Owens-Illinois  we're  increasing 
shareholder  value. 


Our  objective  at  Owens-Illinois  is  to  generate  a  significantly  improved 
return  on  equity  and  solid,  sustainable  earnings  growth  over  time.  In  the 
process  we  expect  O-I's  share  price  to  increase  proportionally  and  trade  well 
above  book  value  based  on  performance. 

And  we  are  performing.  Our  1985  earnings  reached  an  all-time  high. 
ROE  also  improved  measurably.  And  1986  first-half  earnings  were  up  31 
percent.  Since  the  beginning  of  1984  O-I  shareholder  value  has  doubled,  from 
just  over  $1  billion  to  more  than  $2  billion. 

We  started  with  a  commitment  to  our  basic  businesses— glass,  plastic 
and  paper  packaging  and  consumer  and  specialty  glass— where  we  felt  we 
were  or  could  be  the  best. 

Then  we  worked  on  lowering  costs,  improving  productivity,  and  rede- 
ploying assets  as  appropriate.  Much  is  done.  More  remains. 

We  also  realized  these  solid — but  low-growth — businesses  alone  could 
not  get  us  to  our  goals.  So  we  began  moving  selectively  into  two  high- 
growth  areas— long-term  health  care  and  mort- 
gage banking.  O-I  is  already  the  fifth  largest 
investor-owned  operator  of  extended  care  facili- 
ties and  one  of  the  five  largest  producers  of 
residential  mortgages  in  the  nation. 

Owens-Illinois.  A  $3.7  billion  global  organiza- 
tion focused  on  profitable  growth.  You  should  get 
to  know  us  better.  We're  touching  all  the  bases.  OWENS'ILLINOIS 

Toledo,  Ohio  43666 


Forget  what  you  have  read  about  how  the 
Japanese  can't  write  good  computer  soft- 
ware. They  can,  they  are,  and  they're  he- 
ginning  to  sell  it  here. 

A  few  ugly  facts 


I 

I  By  Marc  Beauchamp 

I  with  Hiroko  Katayama 

CONVENTIONAL  wisdom  has  held 
that  Japan  may  well  overtake 
U.S.  producers  of  semiconduc- 
[  tor  chips  and  computer  hardware — 

j  but  so  what?  The  key  to  staying  a  few 

steps  ahead  of  the  Japanese  in  com- 
puters is  in  dominating  software.  For 
deeply  embedded  linguistic  and  cul- 
tural reasons,  Americans  will  contin- 
ue to  beat  the  Japanese  in  software.  Or 
so  goes  the  popular  notion. 


Now  for  a  few  ugly  facts  that  chal- 
lenge this  comforting  wisdom: 

•  Last  January,  Hewlett-Packard 
signed  a  marketing  agreement  with 
Zuken,  a  leading  Japanese  computer 
aided  design  outfit,  to  sell  Zuken's 
integrated  circuit  layout  software 
package  in  the  U.S.  H-P  expects  the 
package,  priced  at  $100,000  and  up,  to 
sell  well. 

•  Hitachi  America,  Ltd.  sells  an 
IBM  PC-compatible  computer  aided 
design  program  and  another  software 
package  to  help  biotechnologists  ana- 


lyze strands  of  DNA. 

•  A  clever  business  graphics  pro- 
gram from  Tokyo's  Stella  Systems  is 
expected  to  gross  between  $2  million 
and  $3  million  in  its  first  full  year  on 
the  U.S.  market. 

"Not  many  years  ago,"  recalls  Herb 
Hayde,  chairman  of  Burroughs  Co., 
Ltd.  (Japan),  "U.S.  visitors  [to  Japan] 
came  away  feeling  the  Japanese  were 
10  to  15  years  behind  the  U.S.  in  soft- 
ware capability.  That's  changed  a 
great  deal  recently." 

With  little  fanfare  and  less  notice 
on  this  side  of  the  Pacific,  Japan's  soft- 
ware market  has  grown  from  less  than 
$2  billion  m  1982  to  an  estimated  $5 
billion  today.  (The  U.S.  software  busi- 
ness, by  contrast,  is  worth  more  than 
$20  billion.)  Now  well  over  1,000 
companies  strong,  Japan's  software 
industry  is  becoming  the  U.S.  indus- 
try's archrival  in  the  fast-growing 
Asia/Pacific  market.  "The  Japanese 
are  putting  a  lot  of  time,  money  and 
effort  into  getting  up  to  speed,"  wams 
Tim  Miles,  a  senior  industry  special- 
ist at  the  Department  of  Commerce. 
"They  will  probably  emerge  as  our 
major  (software]  competitor  in  the 
1990s." 

Japan's  Ministry  of  International 
Trade  &  Industry  has  certainly  en- 
couraged software  development. 
MITI's  Fifth  Generation  computer 
project,  launched  five  years  ago,  has 
reportedly  bogged  down.  But  not  so 
two  new,  more  secretive  MITI-sup- 
ported  projects. 

The  two  are  code-named  Sigma  and 
Tron.  Less  than  a  year  old,  Sigma  is  a 
five-year,  $150  million-plus  effort  to 
develop  a  nationwide,  on-line  data- 
base of  software  tools,  based  on 
AT&T's  UNIX  operating  system.  All 
the  big  Japanese  computer  makers 
and  software  shops  are  taking  part  in 
Sigma.  Tron,  about  which  little  has 
been  publicly  disclosed,  is  an  effort  by 
Japan's  big  computer  firms  to  develop 
their  own  operating  system.  Success 
would  reduce  Japanese  dependence  on 
U.S.  companies  like  IBM  and  AT&T 
for  this  important  piece  of  a  compu- 
ter's software. 

More  important  than  MITI's  inter- 
vention is  that  Japan's  computer  in- 
dustry has  changed  as  the  importance 
of  software  has  grown.  Until  recently, 
Japanese  buyers  usually  demanded 
software  programs  tailor-made  by  the 
hardware  vendor  as  an  inducement  to 
buy  the  hardware.  In  this  environ- 
ment, software  development  was  ob- 
viously costly  and  inefficient. 

Now  the  emphasis  is  shifting.  A 
growing  data  processing  backlog  and  a 
shortage  of  skilled  programmers  in  Ja- 
pan (and  the  steady  rise  of  the  person- 
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THE  WORLD'S 
BIGGEST  DISCOUNT 
DEPARTMENT  STORE 
MAY  BE  SITTING 
IN  YOUR  HOME 
RIGHT  NOW. 


Introducing  TelShop,  the  Brand -Name 
Video  Shopping  Service. 


If  you  have  cable  television,  TelShop  could 
save  you  hundreds,  even  thousands  of 
dollars  a  year  on  brand-name  merchandise. 
Everything  from  appliances  to  watches  — 
currently  being  sold  at  many  of  the  country's 
best  stores— at  discounts  up  to  50%  off  the 
manufacturer's  suggested  list  price.  And  that 
includes  delivery  and  sales  tax.  Just  dial 
1-800-TEL-SHOP  toll-free  and  your  order 
will  be  delivered  in  days,  guaranteed  by 
TelShop's  "no  quibble"  30-day  return  policy. 

That's  not  all.  There's  the  TelShop  Gold 
Club.  For  a  nominal  fee.  you  receive  access 
to  savings  of  up  to  50%  on  over  250,000 


brand-name  products.  Plus,  TelShop  cata- 
logs will  alert  you  to  even  more  items 
of  special  value.  And  with  our  toll-free 
number,  you  can  comparison  shop  as  often 
as  you  wish. 

One  more  thing.  TelShop  is  a  service  of 
Financial  News  Network  and  Comp-U-Card 
International,  Inc.,  the  nation's  leading  elec- 
tronic shopping  service.  So  now  you  know 
that  TelShop  will  not  only  be  exciting,  enter- 
taining and  well-produced,  but  the  merchan- 
dise, the  selection,  the  savings  and  the 
convenience  will  be  everything  you  expect. 
So  tune  in  today. 


ON  FINANCIAL  NEWS  NETWORK 


TelShop.  See  it  on  Financial  News  Network. 
Eastern  Time  /  Midnight  to  6  AM:  7  days  a  week  •  6  AM  to  5  PM:  Saturday  and  Sunday 
Consult  cable  listings  for  your  TelShop  channel,  or  call  your  cable  operator. 


1986  Financial  News  Network 


al  computer)  have  forced  Japanese 
customers  to  accept,  and  pay  for,  stan- 
dard, off-the-shelf  programs.  Custom 
software's  share  has  thus  slipped  from 
90%  to  60%  of  the  Japanese  market, 
and  it's  still  moving  toward  the  35% 
share  it  holds  in  the  more  mature  U.S. 
software  market. 

In  the  U.S.  creating  software  tends 
to  be  a  highly  individualistic  act,  per- 
formed by  eccentric  geniuses  who  de- 
mand freedom  from  time  clocks  and 
other  restraints  and  then  license  their 
output  to  distributors.  Not  in  Japan. 
There,  software  is  regarded  almost  as 
an  industrial  commodity,  produced  in 
huge  rooms  crammed  with  hundreds 
of  terminals  and  shifts  of  program- 
mers writing  code. 

When  the  Japanese  began  setting  up 


Also  ominous  is  the  fact 
that  the  Japanese  are 
setting  up  software  joint 
ventures  throughout  Asia.  If 
the  Japanese  producers 
establish  themselves  early 
on  in  the  rapidly 
developing  Asian  markets, 
where  they  have  extended 
their  commercial  tentacles 
before,  U.S.  softwarematcers 
may  one  day  find  them- 
selves frozen  out. 


their  software  sweatshops,  U.S.  pro- 
grammers sneered — computerdom's 
equivalent,  they  said,  of  writing 
Shakespeare  by  committee.  No  one  is 
sneering  now.  What  counts  in  soft- 
ware these  days,  argues  George  Linda- 
mood,  a  Washington  D.C. -based  com- 
puter consultant  who  worked  for  Bur- 
roughs in  Japan,  "isn't  creativity  and 
innovation  as  much  as  delivery  on 
time  and  budget." 

Edward  Miller,  president  of  San 
Francisco-based  Software  Research 
Associates,  a  software  consulting 
company,  estimates  that  Japan's  "fac- 
tory" approach  to  software  produc- 
tion makes  it  possible  to  write  1,000 
lines  of  code  there  at  half  the  cost 
here.  And  Peter  Craig,  president  of 
Promod,  Inc.,  a  Laguna  Hills,  Calif, 
maker  of  computer  aided  tools  for 
software  engineers,  reckons  that  soft- 
ware productivity  is  ten  times  that 
typically  seen  in  the  U.S.,  and  the 
defect  rate  only  one-tenth.  Such  eco- 
nomics allows  Hitachi  America  to 
sell  its  Japanese-designed  computer 
aided  design  program  for  $1,950,  vs. 
$2,700  for  a  similar  product  from  Sau- 
salito,  Calif. -based  Autodesk. 

Fortunately,  Japan's  software  pro- 
ducers still  face  daunting  barriers  to 


10  weeks  of 
VSalue  Line 


This  trial  subscription  is  open  to  you  only  if  no  nnember  of 
your  household  has  subscribed  to  Value  Line  in  the  past  two 
years.  We  make  this  special  offer  because  we've  found  that 
a  high  percentage  of  new  subscribers  who  try  Value 
Line  stay  with  us  on  a  long-term  basis.  The  increased 
circulation  enables  us  to  keep  our  subscription  fees  to 
long-term  subscribers  lower  than  would  otherwise  be 
possible. 

Under  this  special  trial  offer  you  will  receive  the  2000-page  Investors  Reference  Service 
(illustrated  above)  at  no  extra  cost.  You'll  receive  all  the  new  full-page  reports  to  be  issued  in 
the  next  10  weeks  on  the  more  than  1700  stocks  and  92  industnes  regularly  monitored  by 
The  Value  Line  Investment  Survey  Filing  takes  less  than  a  minute  a  week.  All  this 
material  is  so  organized  in  your  binder  that  you  can  quickly  turn  to  a  continually 
updated  report  on  almost  any  leading  stock. 

Thus  you'll  find  it  convenient  to  have  The  Investors  Reference  Service  at  your  fingertips 
whenever  you  need  facts  and  figures,  as  well  as  Value  Line's  projected  performance  ratings 
on  more  than  1700  widely  held  stocks  in  92  industries. 

In  the  Selection  &  Opinion  section,  wiiich  accompanies  your  weekly  reports,  you'll  also 
get  analyses  and  forecasts  of  the  national  economy  and  the  stock  market .  .  .  guidance  on 
current  investment  policy  explaining  Value  Line's  bullish  long-term  position  on  the  securities 
markets  .  .  .  plus  Value  Line's  specific  stock  selections. 

Take  advantage  of  this  special  introductory  offer — and  receive  as  bonuses  without  extra 
charge,  the  2000-page  Investors  Reference  Service  and  the  "A  Subscribers  Guide"  booklet, 
which  explains  how  even  inexperienced  investors  can  apply  thousands  of  hours  of 
professional  research  to  their  own  portfolios  by  focusing  on  only  two  unequivocal 
ratings,  one  for  Timeliness  (Performance  in  the  next  12  months),  the  other  for  Safety. 

CALL  TOLL-FREE 
If  you  have  Master  Card,  American  Express  or  Visa 
phone  1-800-633-2252  (Ext.  281)  24  hrs.  7  days  a  week 

The  Value  Line  Investment  Survey 

711  Third  Avenue,  New  York,  N.Y.  10017 

INTRODUCTORY  OFFER  SPECIAL  EXTRA  BONUS 

□  Begin  my  10-week  trial  subscription  for  $55  to  A  pocket-size  CREDIT  CARD  LCD  CALCULATOR 

The  Value  Line  Survey  (limited  once  to  any  house-  given  to  you  when  you  order  The  Value  Line  Invest- 

hold  every  two  years)  and  send  me  "A  Subscriber's  ment  Survey  for  one  year.   

Guide"  booklet.  □  My  payment  is  enclosed.  v*^ 

□  Please  charge  to:  r^««I2SS 

nR        ONE  YEAR  SUBSCRIPTION  □  American  Exp.  :S::::j 

S,?!^'"^"'^  1-Year  {52  issues)  subscription  for  □  MasterCard  □  Visa  '  ' 

$425  and  send  me  the  two  extra  bonuses  listed 

above.  There  are  no  restrictions  with  this  annual  Expiration  Date  

subscription. 

This  subscription  is  tax-deductible  and  non-  Account  #   

assignable.  Allow  4  weeks  for  delivery.  (N  Y.  residents  add  sales  tax.) 
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entry  into  the  U.S.  market.  A  sophis- 
ticated knowledge  of  English  and  of 
U.S.  business  culture,  for  example,  is 
a  requisite  for  success  m  the  (already 
overcrowded)  markets  for  word  pro- 
cessing and  speadsheet  packages.  So 
Lotus,  Microsoft  /aid  several  other 
U.S.  producers  arc  probably  safe  from 
lapancse  competition.  For  a  while. 
Rather  than  take  them  on,  the  lapa- 
nese  will  probably  aim  at  markets 
with  few  cultural  or  language  barriers, 
such  as  computer  aided  design  and 
engineering,  business  graphics,  tele- 
communications, computer  lan- 
guages and  compilers.  Creating  distri- 
bution channels  and  product  support 
systems  will  also  cost  the  Japanese 
time  and  money. 

But  considering  Japan's  successes  in 
cars,  electronics  and  hundreds  of  oth- 
er products,  foolish  is  the  U.S.  busi- 
ness person  who  regards  the  Japanese 
complacently.  Last  spring  Tokyo's 
Computer  Software  Organization 
bought  50%  of  Belmont,  Calif.-based 
Foothill  Research,  Inc.,  a  software 
R&.D  firm  with  banking  expertise. 

Also  ominous  is  the  fact  that,  to 
learn  foreign  software  markets  and 
tap  pools  of  local  talent,  the  Japanese 
are  setting  up  software  joint  ventures 
throughout  Asia.  If  the  Japanese  pro- 


By  Richard  Phalon 

What's  the  difference  be- 
tween making  big  money 
and  merely  managing  it?  The 
entrepreneurial  itch,  of  course,  and 
the  freedom  to  indulge  it.  Exhibit  A: 
the  S2.5  billion  MacArthur  Founda- 
tion, the  legacy  of  John  D.  MacArthur, 
a  shrewd,  acquisitive  grammar  school 
dropout  On  his  death  in  1978  MacAr- 
thur left  behind  a  superrich  hodge- 
podge of  insurance  companies,  banks, 


ducers  establish  themselves  early  on 
in  the  rapidly  developing  Asian  mar- 
kets, where  they  have  extended  their 
commercial  tentacles  before,  U.S. 
softwaremakers  may  one  day  find 
themselves  frozen  out. 
All  of  this  worries  John  Alic,  a  se- 


real  estate,  utilities  and  oil  and  gas 
interests. 

Over  the  last  IVi  years  the  founda- 
tion has  raised  some  $1.4  billion  in 
cash  by  selling  chunks  of  the  empire 
It  took  MacArthur  a  half-century  to 
accumulate:  Bankers  Life  Insurance 
Co.;  clutches  of  New  York  City  real 
estate  including  the  Gulf  &  Western 
Building  and  Lincoln  Towers;  some 
2,000  acres  of  planned  development 
on  the  Intracoastal  Waterway  in  Palm 
Beach  County,  Fla. 


nior  associate  at  Congress'  Office  of 
Technology  Assessment.  Says  Alic: 
"Chips  were  the  battle  of  the  1970s. 
Software  is  the  battle  of  the  1980s  and 
beyond.  The  Japanese  know  it,  and  if 
we  don't  believe  it,  we're  riding  for  a 
fall."  Words  to  remember.  ■ 


There  is  maybe  another  billion  dol- 
lars' worth  of  real  estate  still  on  the 
books  that  Treasurer  Philip  Grace 
says  the  foundation  is  in  no  rush  to 
sell.  "Real  estate  is  like  equity,"  says 
Grace.  "You  hang  on  to  it  because 
you're  looking  for  price  appreciation." 

The  observation  is  straight  out  of 
the  MacArthur  canon,  but  a  willing- 
ness to  play  the  waiting  game  thus  far 
seems  to  be  the  only  relic  of  the  old 
man's  investment  genius  now  on  the 
premises. 

The  rules — especially  the  tax  rules 
of  the  philanthropic  game — are  a  far 
cry  from  those  that  prevailed  on  Flori- 
da's Singer  Island  at  the  comer  table 
in  the  Colonnades  Hotel  coffee  shop 
where  John  MacArthur  cut  many  a 
deal.  Even  adjusting  for  those  differ- 
ences in  the  environment,  though, 
the  foundation's  money  men  seem  to 
be  playing  an  extremely  cautious 
hand.  Cash  and  governments  now 
amount  to  25%  of  the  philanthropy's 
assets.  Though  most  of  the  new  mon- 
ey from  asset  sales  rolled  in  during 
1984  and  the  first  seven  months  of 
1985,  the  foundation  was  so  liquid 
that  it  missed  most  of  the  big  runup  in 
stocks  that  began  in  November  1984. 

Not  until  the  spring  of  1984,  almost 
six  years  after  the  old  man's  death,  did 
the  foundation  hire  a  brace  of  outside 


The  U.S. '  third-richest  private  philanthropy, 
the  MacArthur  Foundation,  has  weathered 
some  storms  and  begun  to  work  its  money 
harder.  The  big  problem  is  that  institution- 
al money  men  almost  always  run  a  poor 
second  to  acquisitive  benefactors. 

Embarrassment 
of  riches 
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money  managers  from  Pacific  Invest- 
ment Management  Co.  and  Criterion 
Investment  Management  Co.  Their 
mstructions,  says  Philip  Grace,  who 
joined  the  foundation  from  CSX  Corp. 
shortly  before  Pimco  and  Criterion 
signed  on,  were  to  keep  the  portfolio 
emphasis  on  short-term  governments 
and  corporate  paper. 

It  wasn't  until  last  summer  that 
directors  felt  ready  to  deal  with  what 
was  becoming  an  embarrassment  of 
riches  by  approving  an  indexing  strat- 
egy. Not  much  of  the  old  man's  pa- 
nache there.  With  the  grand  total  of 
$100  million  a  month  being  keyed  in 
even  amounts  to  replicas  of  Standard 
&  Poor's  500  stock  index  and  a  major 
bond  index,  it  would  have  taken  more 
than  a  year  to  commit  the  founda- 
tion's loose  cash.  A  year  of  generally 
rising  stock  and  bond  markets,  that  is. 

"We  could  have  put  the  cash  to 
work  in  a  couple  of  days,"  says  Philip 
Grace,  "but  since  we  started  as  pas- 
sive investors  in  what  was  an  evolv- 
ing investment  philosophy,  it  seemed 
prudent  to  move  carefully." 

Why  the  obsession  with  liquidity? 
Grace  thinks  of  the  foundation  in- 
vestment strategy  as  being  "driven  by 
real  estate  holdings."  They  still 
amount  to  a  conservatively  stated 


40%  of  assets.  The  land,  much  of  it 
undeveloped  Florida  acreage,  doesn't 
generate  very  much  revenue  and  cer- 
tainly won't  fetch  top  dollar  if  it  is 
thrown  at  the  market.  So  directors 
evidently  felt  they  needed  a  lot  of  cash 
as  a  counterpoise  to  the  comparative 
illiquidity  of  the  real  estate. 

Further,  says  Grace,  the  rate — and 
low  level  of  aggressiveness — at  which 
this  strategy  unfolded  was  condition- 
ed by  almost  a  half-dozen  years  of 
uncertainty  and  controversy.  Should 
some  of  the  crown  jewels — the  New 
York  real  estate  and  Bankers  Life — be 
packaged  for  one  huge  sale  or  opened 
to  separate  bidders?  Could  the  foun- 
dation wring  from  Congress  an  exten- 
sion of  the  statutory  period  in  which 
it  was  required  to  sell  off  Bankers? 
Would  there  be  IRS  penalties?  What 
about  the  running  battle  with  John's 
son,  J.  Roderick  MacArthur,  a  suc- 
cessful businessman  in  his  own  right, 
who  charged  eight  fellow  directors 
with  squandering  foundation  assets? 

The  charges  dissolved  with  Rod 
MacArthur's  death  in  late  1984  (at  age 
63,  from  the  same  pancreatic  cancer 
that  killed  his  80-year-old  father). 
And  by  then  it  was  becoming  clear 
that  the  foundation  couldn't  keep 
covering  its  overhead  and  philan- 


thropic distribution  requirements 
(5%  of  assets  annually,  earmarked  for 
such  programs  as  the  MacArthur  fel- 
lowships and  a  variety  of  health  and 
international  security  study  grants) 
by  keeping  its  cash  in  the  piggy  bank. 

That  realization  has  begun  to  deep- 
en with  more  exposure  to  the  real 
world  of  finance.  In  June  a  year  ago 
the  foundation  hired  two  new  money 
managers  (Wells  Fargo  Investment 
Advisors  and  Mellon  Bank);  it  broad- 
ened its  fixed-income  index  to  in- 
clude mortgage  passthroughs  and  its 
equity  index  to  include  foreign  stocks 
as  well  as  a  much  bigger  cosmos  of 
U.S.  stocks.  In  effect,  the  foundation 
has  gone  the  "tutti-frutti"  index  route 
(Forbes,  July  29.  1985],  hoping  that 
all  the  mathematical  theory  linking 
wide  diversification  with  lower  risk 
and  higher  returns  will  work  out  in 
real  life,  just  like  it  does  on  the  com- 
puter screen.  "We  don't  have  to  hit  a 
home  run  every  day,"  says  Philip 
Grace,  "and  we  don't  have  to  keep 
stockholders  happy  every  quarter.  If 
we  do  as  well  as  the  market  over  the 
long  haul,  we'll  be  doing  fine." 

John  MacArthur  did  a  lot  better 
than  that,  of  course,  but  what  conser- 
vator hasn't  found  an  entrepreneur  a 
tough  act  to  follow?  ■ 
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By  Meg  Whiltemore 


Corporate  mergers,  acquisitions,  re- 
structurings and  spinoffs  are  the  watch- 
words of  today's  business  environ- 
ment. Rapid  change  is  constant  and 
business  opportunities  abound.  "For 
better  or  worse,  we  live  in  a  time  of  insti- 
tutional upheaval,"  says  Ben  W.  Borne, 
president  and  CEO  of  Eastman  Borne 
&  Associates,  Inc.,  a  Chicago  manage- 
ment consulting  firm.  "Things  are  go- 
ing on  all  around  us  that  have  caused- 
and  are  causing-people  to  look  at 
themselves,  their  careers  and  the  orga- 
nizations they  work  for  differently  than 
they  once  did."  This  "new  normal"  envi- 
ronment, says  Borne,  has  encouraged 
individuals  and  institutions  to  develop 
innovative  personal  growth  strategies 
that  enhance  their  development  and 
careers.  A  significant  result  of  this  so- 


Small  Business 
Enterprises 

That  Add  Up  to 
Big  Business 
Dollars 


called  "new  normal"  is  the  influx  of 
well-trained  business  professionals  into 
what  has  become  one  of  the  fastest- 
growing  segments  of  American  busi- 
ness-franchising. 

That  sentiment  is  echoed  by  Alan 


Schonberg,  president  of  Management 
Recruiters  International,  Inc.  (MRI), 
the  country's  largest  contingency 
search  and  recruitment  organization. 
Headquartered  in  Cleveland,  MRI  has 
425  franchised  offices  throughout  the 
United.  States  and  Canada  Over  the 
past  five  years,  says  Schonberg.  MRI 
franchisees  have  increasingly  come 
from  the  ranks  of  dislocated  corporate 
professionals.  "We  have  seen  an  in- 
creasing number  of  very  successful 
corporate  people  who  are  on  a  fast 
track,  being  primed  for  top  positions, 
who  simply  don't  want  any  more  of  the 
corporate  life, "  he  says.  Instead,  they 
invest  in  an  MRI  franchise  for  $45,000  to 
$85,000  and  go  into  business  for 
themselves.  "The  caliber  of  franchisee 
we  see  today  is  professionally  sophis- 


Laser  discs  aren't  over 
your  head  anymore. 


Not  so  long  ago,  people  thought 
that  laser  anything  was  completely 
out  of  this  world. 

But  modern  science  has  been 
working  overtime  lately,  and  it  just 
opened  a  new  set  of  doors. 
Welcome  to  LaserLand,  the  world  of. 
the  laser  disc. 

A  world  of  noiseless  sound.  Sound 
so  perfect,  in  fact,  that  it  is  actually 
better  than  hearing  the  perform- 
ance live. 

A  world  of  flawless  video.  High 
density  images  so  minutely  detailed, 
with  color  so  exquisitely  natural,  they 
appear  almost  three-dimensional. 


For  franchise  information,  contact  LaserLand  headquarters 
at  the  address  and  telephone  number  listed  below. 


A  world  of  astounding  text  storage 
capability:  A  five-inch  compact  disc 
holds  the  information  stored  in  a 
twelve-foot  stock  of  floppy  discs. 

LaserLand  has  indeed  arrived.  ^  . 
We're  here  to  introduce  you  to  the 
new  world  of  complete  audio/video- 
and  data  storage  systems.  A  world  : 
where  no  matter  what  you  wont  to 
do  -  watch  a  movie,  take  a 
Szechwan  cooking  class,  or  just  listen 
to  a  little  music  -  You  con  do  it  all  off 
one  source:  the  laser  disc.     ^  .-s'.v 


LaserLand  Corporation  USA  14291  E.  4th  Avenue,  Aurora,  CO  80011  (303)  367-4700 
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ticated,  has  high  expectations,  a  willing- 
ness to  work  and  an  entrepreneurial 
approach  to  life,"  says  Schonberg.  "It's 
a  combination  that's  hard  to  beat" 

The  institutional  reshuffling  of  the 
past  five  years  has  enabled  a  whole 
range  of  risk  takers  to  enter  the  fran- 
chise arena.  Combining  business  skill, 
management  know-how,  a  product  and 
service  with  growth  potential  and  old- 
fashioned  hard  work  spells  success. 

Roger  Ford  is  a  man  familiar  with 
such  success  In  1970,  Ford  started  Al- 
phagraphics  Printshops  of  the  Future 
in  Tucson,  Ariz.,  and  catered  to  the  busi- 
ness community,  offering  electronic 
graphics  printing  with  a  guaranteed  24- 
hour  turnaround  The  idea  took  off. 
Today,  1 67  Alphagraphics  outlets  serve 
17  states,  and  Ford  projects  1986 
sales  to  top  $50  million. 

For  Ford,  long  range  planning  was 
as  important  to  his  success  as  his  com- 
pany's product  "We  formalized  our 
growth  for  the  1980s  early  in  the  1970s," 
he  says.  "We  looked  at  projected  con- 
sumer and  market  trends  and  synthe- 
sized those  projections  into  our  own 
plans  for  growtfi."  That  corporate-like 
approach  has  paid  off  Inquiries  for 
master  franchise  licenses  (the  right  to 
exclusivity  of  a  region  or  country)  are 
now  coming  from  New  Zealand,  Austra- 


lia, West  Germany,  France  and  Japan 
Ford  predicts  30  to  40  international  mas- 
ter licenses  to  be  in  place  by  1 990 
"We're  in  a  global  business,"  he  says, 
"and- we  must  meet  consumers'  rising 
expectations  of  what  printed  communi- 
cations should  look  like  and  how  faSt 
they  should  be  able  to  get  them." 

Meeting  and  shaping  consumer 
trends  head-on  with  innovative  busi- 
nesses IS  what  franchising  does  best. 
From  Its  first  introduction  in  this  country 
in  1851  by  the  Stamford,  Conn  -based 
Singer  Company,  this  brand  of  prod- 
uct and  service  distribution  has  re- 
mained uniquely  American  and  con- 
sistently successful.  General  Motors  in 
Detroit  turned  to  franchising  in  1898  to 
enhance  its  sales  and  distribution,  and 
soon  afterward,  other  automobile 
manufacturers,  soft  drink  bottlers,  gaso- 
line service  stations  and  variety  stores 
entered  the  franchise  arena.  Even 
though  the  franchise  concept  was  firmly 
established  in  this  country  by  the 
1930s,  It  did  not  move  to  the  forefront  of 
American  life  until  the  mid-1950s, 
when  McDonald's  Corporation,  Oak 
Brook,  III  ,  took  the  fast-food  restaurant 
concept  to  its  limit. 

Today,  almost  every  town  in  Ameri- 
ca claims  at  least  one  f  ranchised  restau- 
rant along  its  mam  street.  So  heartily 


has  the  business  world  embraced  fran- 
chising as  a  method  of  distribution  that 
the  U  S  Department  of  Commerce  re- 
fers to  franchising  as  "the  wave  of  the 
future"  Some  statistics:  Sales  by  fran- 
chised  outlets  in  1985  were  over  $500 
billion,  or  20  percent  of  the  gross  nation- 
al product,  over  5.5  million  people 
earn  a  living  from  a  f ranchised  business: 
nine  out  of  ten  persons  over  age  1 2  eat 
in  a  fast-food  restaurant  regularly;  each 
night,  more  than  300.000  of  us  stay  in 
Holiday  Inns;  today,  one-third  of  every 
retail  dollar  is  spent  in  a  franchised 
business;  and,  by  the  year  2000,  one- 
half  of  every  retail  dollar  spent  will  buy 
a  franchised  product  or  service. 

Simply  put,  franchising  is  a  method 
of  distributing  a  product  or  service,  or 
both,  to  achieve  a  maximum  market 
impact  with  a  minimum  amount  of  invest- 
ment Franchising  is  not  an  industry 
Under  the  franchise  agreement,  a  com- 
pany (the  franchisor)  grants  the  right 
and  license  to  others  (the  franchisee)  to 
sell  a  product  or  service  (the  franchise) 
by  using  the  business  system  devel- 
oped by  the  company  Both  parties 
have  obligations:  The  franchisor  pro- 
vides the  product,  a  proven  system  of 
doing  business,  management  and  mar- 
keting support  and  training;  the  fran- 
chisee brings  motivation,  dedication  to 


GIVE 
YOURSEIF 
A  PROMOTION. 

Join  PIP,  the  world's  largest 
printing  chain,  and  be  the  boss. 

No  printing  experience  is 
necessary.  PIP  teaches  you  every- 
thing you  need  to  know.  And  we 
offer  the  best  owner  services  in 
the  industry. 

A  PIP  Printing  franchise 
requires  a  $15,000  down  payment 
plus  working  capital.  For  franchise 
infomnation,  call  toll  free:  ( 800) 
421-4634  ext.  2800.  In  California 
call:  (800)  638-8441  or  (213) 
653-8750.  In  Canada  call:  (800) 
468-6747.  Or  write:  PIP  Printing 
Franchise  Sales  Dept.,  PO.  Box 
48002,  Los  Angeles,  CA  90048. 

FRANCHISES  NOW  AVAILABLE 
TMROUGKOUT  THE  UNITED  STATES. 


PRINTING 
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^Healthy 
profits  moke 
the  softest 
pillo¥fs."  .^^ 

Cfiairman,  Rodeway  inns  international 
Executive  Director,  l^dbroke  Group  PlJC 


The  new  Rodeway  Inns®  is  committed  to 
profits  for  the  system  and  our 
franchisees.  Our  parent  company, 
l^dbroke  Group  PLC  of  the  United 
Kingdom,  generated  1985  pre-tax  profits 
50%  above  1984  levels.  Call  us  about  a 
Rodeway  Inns  franchise  and  laite  your 
bottom  line  to  the  top. 

I-800-345-3453 

(In  Texas  call  214-630-9300) 
Contact  Brian  McCabe 

Rodeway 

INNS 

This  offering  made  by  prospectus  only 


Johnny  Appleseed 


Franchising  makes 
it  Easier! 

•  Delivers  Solid  Profits- 
Johnny  Applcseed  offers  terri- 
torial and  individual  franchises. 
Investor/Owner/Operator  Net 
Worth:  $500,000  with  $150,000 
liquid  assets.  Total  project  cost 
ranges  between  $700,000  and 
$900,000  of  which  80%  financing  is 
possible. 

•  American  Country 

Cookin'—A   real  "family" 
restaurant  with  real  values  .  .  . 
■  Our  menu  features  America's 
Greatest  Foods! 

•  Country  Store,  Too!— Our 

concept  includes  an  old  fashioned 
"Applecore  Gift  Shop"  ...  an 
additional  profit  center. 

Call  Today!-{703)  899-3602 

BRUCE  MOSBY 
Executive  V.P.  Franchising 
Route  12,  Box  30 
Fredericksburg,  Virginia  22405 


succeed,  management  skills,  financ- 
ing and  the  drive  to  own  a  business.  The 
genius  of  franchising  actually  enables 
an  individual  with  an  innovative  business 
concept  to  fill,  or  create,  a  market  niche 
with  predictable  results. 

For  example,  it  was  a  matter  of 
changing  an  existing  consumer  atti- 
tude about  something  as  simple  as 
doing  laundry  that  launched  Phil  Akin's 
business  in  1983,  Then  a  student  at 
Iowa  State  University,  Akin  was  frus- 
trated by  the  lack  of  dependable 
laundry  facilities  on  campus.  He  took 
the  initiative  and  elevated  the  an- 
noying chore  of  laundry  to  the  realm 
of  acceptable  yuppie  pastimes  and 
started  Duds  'n  Suds,  a  modern  laun- 
dromat complete  with  bar,  game- 
room,  lounge  area  and  big-screen 
television.  "Dirty  laundry  means  re- 
peat business,"  says  Akin.  Headquar- 
tered in  Ames,  Iowa,  Duds  'n  Suds 
has  51  outlets  in  15  states,  with  plans 
for  an  additional  1 17  outlets  by  the 
end  of  1986.  The  total  investment  for  a 
franchise  is  $180,000  and  includes 
extensive  support  services.  Even 
though  the  name  may  cause  a 
snicker,  says  Akin,  "We  meet  an  im- 
portant consumer  demand  and,  as 
a  result,  we  are  quite  literally  changing 
the  way  America  does  laundry." 


Changing  existing  consumer 
trends  is  a  tall  order  for  any  business, 
but  franchisors  are  meeting  the  chal- 
lenge through  the  use  of  more  sophisti- 
cated marketing  techniques.  Increas- 
ingly, more  and  more  franchisors  are 
turning  to  videotape  for  point-of-sale 
marketing  as  well  as  for  selling  fran- 
chises to  prospective  franchisees.  It 
is  a  natural  evolution,  says  Peter  Et- 


tinger,  president  of  Avatar  Satellite, 
Inc.,  a  Washington,  D.C. -based  video 
production  and  marketing  firm.  "Many 
of  the  entrepreneurial  business  manag- 
ers you  see  entering  franchising  are 
baby  boomers-they  grew  up  watching 
television,"  he  says.  "Their  primary 
source  of  information  is  through  the  vis- 
ual medium,  and  it  makes  sense  to 
them  to  use  the  most  powerful  sales  tool 


Franchising  Future 

If  comic  book  character  Buck  Rogers 
ever  decided  to  leave  show  business 
and  open  a  franchise,  he  might  head 
for  LaserLand  Corporation  USA  in  Au- 
rora, Colo.  Started  in  October  1985, 
LaserLand  is  a  franchise  specializing 
in  laser  technology  and  its  applica- 
tions for  our  day-to-day  lives.  Says 
John  O'Brien,  chairman  and  presi- 
dent, "The  potential  for  this  area  is 
virtually  unlimited — any  words  ever 
written,  any  sounds  ever  made,  any 
pictures  ever  taken  or  any  combina- 
tion thereof  are  our  potential  pool 
of  products." 

LaserLand  epitomizes  what  John 
Naisbitt  calls  this  country's  move  away 
from  a  manufacturing-based  econo- 


Technology  Today 

my  to  a  service-  and  information-based 
economy.  The  futuristic  aura  of  laser 
technology  may  be  a  bit  off-putting  to 
some,  but  the  applications  for  daily 
life  are  worth  noting.  O'Brien  envisions 
whole  libraries  utilizing  laser  disks  for 
storage,  movie  companies  using  laser 
disks  for  mass  distribution,  and  the 
industry  may  even  change  how  we 
watch  Saturday  afternoon  football. 

Right  now,  there  are  1 0  LaserLand 
franchises  in  Colorado,  Kentucky, 
Texas,  Missouri  and  Oklahoma.  The 
initial  franchise  fee  is  $25,000,  with 
additional  capital  of  $200,000  to 
$300,000  needed  for  start-up 
O'Brien  projects  first  year  sales  for 
each  outlet  to  be  $1  million.  □ 


rDUDSn6UI>S 

It's  a  coin  laundry!  It's  an  entertainment  center! 

It's  a  moneymaker! 


Duds  'n  Suds  is  more  than  a  coin  laundry  that 
sells  beer!  It's  a  proven  concept  that  generates 
twice  the  sales— using  half  the  energy— of  a 
conventional  laundromat.  Here's  v^/hy  you 
should  be  a  multi-unit  Duds  'n  Suds  franchisee.,. 

•  V.o\N  initial  investment 

•  High  R.O.I. 

•  No  percentage  fees 

•  Complete  turnkey  operation 

•  Ongoing  marketing  support 

•  Complete  management  training  program 

•  Unique  cash  inventory  control  system 

Qualified  applicants  must  meet  a  net  worth  requirement  of 
200.000/50.000  (liquid)  and  tiave  previous  business  experience. 


RDr  more  information,  call  toll-free: 

1-800-222-DUDS 

In  Iowa,  1-800-247-0082 
Or  write  Phi!  Akin,  President 
Duds  'n  Suds  Corporation 
P.O.  Box  B,  Welch  Station 
Ames,  Iowa  50010 

DUDS'n6UDS 

Ivlemlaer.  International  Franchise  Association 
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available  to  sell  their  product,  service, 
training  and  business  to  the  public  and 
to  new  business  prospects." 

At  least  one  firm  is  taking  that  the- 
ory seriously.  Ventures  on  Video,  based 
in  Belleville.  III.,  offers  videotapes  on 
prospective  franchise  opportunities  to 
video  rental  store  customers-the  mid- 
dle- to  upper-income  consumers  who 
typically  rent  home  videotapes  for 
convenience.  This  method  of  marketing 
capitalizes  on  the  lifestyle  of  the  busy 
professional  who  represents  a  segment 
of  potential  investors  not  readily  avail- 
able through  standard  means  of  adver- 


tising. Its  appeal,  says  one  customer, 
is  that  you  can  view  the  tape  at  your 
convenience,  not  someone  else's. 

Futurist  John  Naisbitt  concurs  with 
that  reasoning.  In  a  study  on  the  future  of 
franchising  commissioned  by  the  Inter- 
national Franchise  Association  (IFA)  in 
Washington,  D.C.,  Naisbitt  states, 
"Franchising  is  entering  an  era  dominat- 
ed by  changing  consumer  attitudes, 
and  many  franchisors  are  capitalizing  on 
the  consumer  desire  for  convenience 
and  quality  service."  Nowhere  is  that 
trend  more  evident  than  in  the  area  of 
construction  and  house-cleaning  ser- 


vices. Cited  by  Naisbitt  as  the  fastest- 
growing  segment  of  franchising,  sales 
are  predicted  to  increase  at  an  annual 
rate  of  20  percent,  from  $3  7  billion  in 
1985  to  $9. 3  billion  by  1990.  The  under- 
lying reasons  are  the  increase  in  the 
number  of  dual-income  households, 
decreased  amounts  of  discretionary 
time  and  a  consumer  demand  for  reli- 
able home-care  services. 

Dallen  Peterson  was  one  entrepre- 
neur who  saw  those  future  trends  long 
before  Naisbitt  formalized  them.  In 
1980,  Peterson  opened  Merry  Maids  in 
Omaha,  Neb.,  and  cultivated  his  home- 
care  business  into  the  largest  company 
in  the  field,  with  325  franchises  in  40 
states.  Peterson  estimates  that  Merry 
Maids  cleans  about  30,000  homes 
each  week  at  an  average  cost  of  $52  per 
home.  Says  Peterson,  "There's 
no  question  in  my  mind  that  the  service 
industry  represents  the  greatest  op- 
portunity for  franchise  growth  in  the 
years  to  come."  Merry  Maids'  growth  is 
expected  to  be  th ree  to  fou r  t imes  g reater 
than  the  growth  of  more  traditional  fran- 
chises over  the  next  five  years,  says 
Peterson,  primarily  because  the  cost 
for  a  Merry  Maids  franchise  is  under 
$30,000,  compared  with  an  average 
start-upcostof$50,000to$100,000fora 
restaurant  or  fast-food  franchise. 

Even  though  fast-food  restaurant 
franchises  usually  carry  a  hefty  price 
tag-Wendy's  ($750,000  to  $1 ,000,000), 
Roy  Rogers  Restaurants  ($150,000  to 
$350,000),  Popeye's  Famous  Fried 
Chicken  ($200,000),  Pizza  Hut 
($550,000  to  $600,000),  McDonald's 
($325,000  to  $350,000)-they  remain 
the  granddaddy  of  the  franchise  busi- 
ness segment.  Sales  in  1 985  were  $48  9 
billion  and  are  expected  to  hit  $86.1 
billion  by  1 990  Some  experts  fear  that 
fast-food  chains  have  saturated  the  do- 
mestic market,  but  the  overriding  indus- 
try opinion  reflects  Ray  Kroc's  (McDon- 
ald's founder)  oft-quoted  maxim:  'Satu- 
ration IS  for  sponges  " 

Of  course,  fast-food  (and  hotel) 
franchises  have  consistently  looked  be- 
yond the  domestic  marketplace  for 
growth  and  are  now  firmly  woven  into 
the  international  economy.  According 
to  a  survey  conducted  by  the  IFA,  sales 
from  members'  international  outlets  in- 
creased from  25  to  as  much  as  250 
percent  over  a  two-year  period.  Some 
company  names  you  might  see  when 
abroad  include  Holiday  Inns,  7-Eleven 
(The  Southland  Corporation).  Budget 
Rent-A-Car  and  Kentucky  Fried  Chick- 
en, Popeye's  Famous  Fried  Chicken  is 
casting  its  gaze  on  Puerto  Rico  as  its 
next  growth  market,  and  the  golden 
arches  of  McDonald's  are  a  familiar 
sight  to  the  traveler  in  Europe,  Canada 
and  the  Pacific  Rim  countries. 

Likewise,  the  major  hotels.  Michael 
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Time  is  MoneY 

No  one  has  to  tell  you  that  communications  in  our  world  is  speeding  up. 
Until  recently,  quick  printers  weren't  keeping  up.  Customers  wanted  faster 
service  and  better  looking  documents  from  their  printers.  Unfortunately,  the 
choice  was  either  rush  charges  or  costly  delays. 

The  Idea  was  simple:  make  it  faster  and  easier  for  customers  to  make  their 
work  look  great  on  paper  and  they  will  beat  a  path  to  your  door. 

The  solution  required  two  years  of  development  and  over  one-half  million 
entrepreneurial  dollars.  It  combines  the  best  aspects  of  the  fast-growing  Quick 
Printing  Industry  with  proven  leading  edge  technology  that  incorporates  lasers, 
computers,  satellite  communications  and  electronic  duplicators. 

The  result:  the  world's  first  electronic  graphics  printing  franchise  with  over 
170  stores  from  coast  to  coast  -  AlphaGraphics  Printshops  Of  The  Future. 
Franchise  investment  of  $225,500  is  up  to  80%  financeable.  and  includes 
working  capital.   


Seeing  is  Believing.  Call 

toll  free  1-800-528-4885  for 
franchise  information,  complete 
with  recent  news  clippings,  or 
write  to  AlphaGraphics 
Printshops  Of  The  Future. 
Franchise  Division  FBS,  845  E. 
Broadway,  Tucson,  Arizona  85719. 


9lphaDr9phiG8 

Printshops  Of  The  Future 
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Rose,  chairman  of  Holiday  Inns  Inc  in 
Memphis,  Tenn.,  says  the  Asia-Pacific 
region  has  the  "most  dynamic  eco- 
nomic growth  potential  in  the  world  " 
But,  not  all  the  growth  for  the  lodging 
industry  is  in  foreign  markets.  Rodeway 
Inns  has  charted  a  course  aimed  at 
rapid  domestic  expansion  through  con- 
version franchising.  The  idea  came 
from  Its  parent  company,  London- 
based  Ladbroke  Group  PLC.  The  Brit- 
ish approach  to  the  American  market- 
place is  to  take  it  by  storm  By  the  end 
of  the  year,  220  properties  are  targeted 
to  join  the  Rodeway  system.  Says  John 
Jarvis,  Rodeway  chairman,  the  cam- 
paign is  a  vigorous  one,  aimed  at  capi- 
talizing on  the  shifting  trends  in  the  lodg- 
ing industry.  "Healthy  profits  make  the 
softest  pillows,"  he  adds. 

Another  lodging  franchise  quick  to 
respond  to  changing  consumer  needs 
is  Quality  Inns  International,  Silver 
Spring,  Md.  Known  to  the  traveler  as 
Quality  Inns,  it  is  the  fastest  growing 
lodging  chain  in  the  world,  expanding 
from  339  properties  in  1 981  to  over 
900  properties  today.  Quality  Inns  Inter- 
national offers  three  different  lodging 
choices  to  suit  most  travelers'  budgets. 
Says  Frederick  Mosser,  senior  vice 
president,  development,  "Today's  lodg- 
ing market  demands  new,  fresh  hotels 
that  are  available  to  the  vast  middle  mar- 
ket," adding,  "Our  franchising  ap- 
proach makes  money,  not  monuments." 

A  concerted  effort  has  been  made 
in  recent  years  to  extend  the  franchise 
opportunity  across  economic  and  eth- 
nic boundaries,  and  the  results  have 
been  encouraging.  Says  IFA  Chair- 
man Irl  Marshall,  "Franchising  is  a  busi- 
ness opportunity  that  is  open  to  all  and 
adaptable  to  virtually  every  situation.  It 
provides  consistency  of  product  and 
service  and  an  open  door  to  anyone 
who  isn't  afraid  of  hard  work." 

As  the  century  quickly  winds 
down,  it  becomes  evident  that  while 
franchising  was  once  considered  an 
annoying  upstart  in  the  world  of  big 
business,  it  has  matured  into  a  vital 
and  thriving  business  segment.  Fran- 
chising will  continue  to  claim  its  share 
of  consumer  interest  as  it  meets  the 
overriding  demands  for  convenience 
and  service  by  providing  innovative 
methods  for  successful  expansion  in 
the  increasingly  competitive  national 
and  international  marketplaces.  □ 


Meg  Whittemore  is  president  of 
Whittemore  &  Associates,  Washing- 
ton, DC,  and  writes  frequently  on  the 
subject  of  franchising. 


Marilyn  S.  Cree,  research  associate. 

Design:  DeMartmo/Schultz  Inc. 
Ellustration:  Erick  DeMartino 


OWN  THE  #1  STEAKHOUSE 
IN  THE  U.S. . .  PONDEROSA. 


THE  LEADER  IN  STEAKHOUSE  FRANCHISING 

•  Over  600  units  in  operation  •  New  and  existing  markets 
available  •  Minimum  net  worth  required:  5500,000,  $150,000 
must  be  in  liquid  capital. 

For  further  information  call:  1-800-543-9670 
In  Ohio:  5 13-890-6400  (Ext.  2702)  or  write: 
Ponderosa  Steakhouse  Division 
Franchise  Department 
RO.  Box  578,  Dayton,  OH  45401 

Include  your  name,  address,  telephone  number  and 
preferred  market  location. 

Ponderosa,  Inc  a  NYSE  listed  company 


According  to  A  C  Nielsen  Company,  direct 
mail  IS  the  most  powerful  print  medium  today 
and  IS  growing  at  the  rate  of  16  percent  per  year, 
TriMark.  the  second  largest  company  of  its  kind 
in  the  country,  has  averaged  a  30  percent 
growth  rate  over  the  last  10  years. 

Here  are  some  of  the  benefits  you  will  enjoy  as  a 
TriMark  franchisee 

•  No  ongoing  royalty  fees   •  No  Inventory 

•  Protected,  exclusive         •  Established  national 
territory  accounts 

•  High,  repeat  sales  •  Continued  home  office 

•  Up-front  cash  business  support 

•  First  mailing  to  20,000  homes  Is  FREEl 

Total  Irrvestment  Including  professional  training, 
materials  and  cash  flow  assistance  as  little  as 
524,900. 

Invest  your  previous  experience  in  sales,  marketing 
or  administralion  in  a  secure  business  of  your  own 


Ask  for  more 
information 
,incJ  names 
of  90  franchisees 
in  35  states 
Ask  the  person 
wfio  owns  one 


Call  1-|eOO|-TRIMARK 
Offering  by  prospectus  only. 

NO  OBLIGATION 


IF  I  HAD 

A  BROTHER  

And  felt  his  life  goals  could  best  be 
achieved   through   owning  and 
operating  his  own  business,  I'd 
recommend  he  enter  the  search  and 
recruiting  field.  In  29  years,  our 
organization— international  in 
scope— has  grown  to  over  400  of- 
fices, all  of  whom  follow  the  same 
success  pattern  of  operation.  If  your 
forte  is  people  and  if  you're  in  a  posi- 
tion to  make  an  investment,  approx- 
imately $40,000  to  $50,000,  then  talk- 
ing to  us  may  be  one  of  the  most 
significant  acts  of  your  life. 
,  Call  Bob  Angell,  Vice  President. 
Franchise  Marketing,  toll  free  at  (800) 
321-2309.  (In  Ohio,  call  him  collect  at 
216/696-1122.)  Or  write  requesting 
our  complete  franchise  portfolio. 

Attn  Department:  F886 

1127  Euclid  Avenue,  Suite  1400  'Mjlf'Qk'i 
Cleveland.  Ohio  441 15-1638 

management 
recruiters 
international:  . 


The  search  and  recruiting  specialists 
400  Offices  nationwide 


Wete  gtxjwing  hy  giant  leaps 

It's  not  just  that  we Ve  gone  from  300  to  over  900  properties  worldwide,  it's  why. 
-  To  learn  why  we're  one  of  the  fastest  growing  hotel  systems  on  earth,  and  how 
vou  can  grow  with  us,  contact  Frederick  Mosser,  Senior  V. P.,  Development. 


Quality     f  — ComSort 
Inn         1  Inn 


Quality 


QUALITY  INTERNMIONAL 


Quality  Comfort 
Suites  ^IHI'* 


10750  Columbia  Pike,  Silver  Spring,  Maryland  20901 
(301)236-5080         .  . 


Poor  management  and  cost  overruns 
aside,  the  biggest  problem  for  the  nuclear 
power  industry  is  tons  of  lethal  atomic 
waste  that  it  produces  each  year. 

Billion-dollar 
shaft 


By  Janet  Novack 


Tl  HE  nation's  nuclear  power 
plants  are  a  mine  field  of  poor 
management,  cost  overruns  and 
shabby  quality  controls  made  more 
treacherous  by  lax  regulation.  But  just 
as  alarming,  the  nukes  now  running 
produce  about  1,500  metric  tons  of 
spent  fuel  a  year — rods  containing 
uranium  pellets  that  will  remain  dan- 
gerously radioactive  for  hundreds  and 


perhaps  thousands  of  years.  Already, 
more  than  12,000  metric  tons  of  spent 
fuel  sit,  glowing  a  deadly  pale  blue  in 
cooling  ponds  maintained  by  nervous 
utilities  across  the  country. 

Everyone  agrees  a  more  secure  rest- 
ing place  is  needed.  But  the  once 
widely  praised  waste  disposal  pro- 
gram concocted  by  government  and 
the  nuclear  power  industry  to  store 
the  hot  fuel  safely  for  eternity  is  disin- 
tegrating.   Like   the   industry  that 


spawned  it,  the  waste  program  is 
plagued  by  bad  management,  quality 
control  problems  and  virtually  certain 
cost  overruns. 

After  decades  of  fumbling,  the  U.S. 
Congress  thought  it  had  solved  its 
nuclear  waste  disposal  problems  with 
the  December  1982  passage  of  the  Nu- 
clear Waste  Policy  Act.  It  was,  essen- 
tially, an  elaborate  and  delicately  bal- 
anced scheme  for  siting  the  dumps 
that  no  community  wants. 

The  NWPA  called  for  one  so-called 
repository  to  open  oi/t  West  by  1998 
to  handle  all  waste  produced  to  that 
date.  A  second  dump  Site  would  also 
be  found,  probably  in  the  East  or  Mid- 
west. States  would  be  consulted.  The 
tab — which  could  range  from  $22  bil- 
lion to  $34  billion  (in  1986  dollars)— 
would  be  paid  by  consumers  through 
a  levy  of  1  mill  (one-tenth  of  a  cent) 
per  kilowatt  hour  on  nuclear  power. 
Environmentalists,  utilities  and  re- 
gional interests  were  mollified.  "We 
pulled  off  a  miracle,"  says  Represen- 
tative Morris  Udall  (D-Ariz.),  who 
midwifed  the  act. 

Now  it  seems  the  miracle  was 
worked  with  mirrors,  and  even  Udall 
admits  "the  program  is  coming  unra- 
veled." No  one  believes  the  1998 
deadline  will  be  met. 


bv  L'  S  Depanmenl  of  Energv' 


Yucca  MdiditciDi.  loo  miles  northwest  of  Ixis  Ve^cis.  one  of  the  three  nuclear  waste  (tu»ip  Jiua/iyt^ 

Even  as  the  nation's  atomic  waste  program  disintegrates,  the  DOE  plans  to  spend  $3  billion  on  it. 


WE  PITTED  THIS  BABY  AGAINST 
A  ROOMFUL  OF  COMPUTERS. 
GUESS  WHO  WON. 


We  admit  it  wasn't  fair,  at  least  not  to  the  5=1 
computers.  * 

That's  because  what  comes  so  naturally  to  human 
beings  —  seeing  and  identifying  objects  —  has  been  z 
incredibly  taxing  task  for  computers,  until  now. 

Now  Martin  Marietta  has  developed  a  super 
computer  chip  that  dramatically  increases  image  proo 


:  ;  speed.  It  puts  the  computing  power  of  72  micro- 
I  :)cessors  on  one  very  large-scale  integrated  circuit. 
1  at's  enough  power  to  process  information  100,000 
I  les  faster  than  your  average  room-size  mainframe. 

The  difference  between  ordinary  computers  and 
(  e  using  our  new  chips  is  a  little  like  a  baby  crawling 
1  m  New  York  to  Los  Angeles  versus  flying  there. 


At  Martin  Marietta,  we  apply  the  same  creative 
intelligence  to  image  recognititon  technology  that  we 
bring  to  other  systems  andproducts  in  space,  defense, 
electronics,  communications,  information  management, 
energy  and  materials. 

Technology  that's  making  image  recognition  almost 
as  simple  as  child's  play. 


\STERMINDING  TOMORROW'S  TECHNOLOGIES  ^^SSXSSSSSSl 

L  6801  Rockledge  Drive,  Bethesda,  Maryland  20817 


Even  diehard  optimists  fear  that 
federal  bungling  has  made  worse  a 
problem  that  most  people  thought 
was  already  as  bad  as  it  could  be —  the 
nasty  business  of  site  selection.  It 
wasn't  until  May  of  this  year,  17 
months  behind  schedule,  that  the 
DOE  named  three  western  sites  as 
finalists  for  the  first  dump.  At  the 
same  time  it  said  it  was  postponing 
indefinitely  the  search  for  sites  for  a 
second  dump.  In  January  DOE  had 
narrowed  that  second  search  to  12 
locations  in  seven  eastern  and  upper- 
midwestern  states,  setting  off  an  ava- 
lanche of  more  than  60,000  public 
comments  (mostly  protests) — three 
times  the  number  received  from  the 
potential  first  dump  states. 

The  second  search  was  halted,  DOE 
said,  because  with  no  new  nuclear 
reactors  being  ordered,  waste 
wouldn't  accumulate  as  quickly  as 
had  earlier  been  projected.  True 
enough.  But  on  Capitol  Hill,  the  deci- 
sion was  viewed  as  caving  in  to  politi- 
cal pressure — a  view  supported  by 
DOE's  own  internal  memos.  Those 
Westerners  who  had  backed  the 
NWPA  at  some  political  risk,  think- 
ing that  with  two  dumps  the  waste 
burden  would  at  least  be  shared,  are 
now  up  in  arms.  Most  of  the  nuclear 
power  and  its  waste  is,  after  all,  gener- 
ated in  the  East,  and  governors  are  not 
enchanted  by  thoughts  of  closely 
gUc;Tded  caravans  trucking  radioactive 
poison  across  their  states. 

The  crafters  of  the  NWPA,  faced 
with  a  Senate  filibuster  threat,  had 


agreed  in  1982  to  give  the  states  a 
sharp  weapon.  If  a  governor  vetoes  a 
dump  in  his  state,  both  houses  of 
Congress  must  override  the  veto,  or 
the  site  is  out.  Anyone  like  to  bet  on 
the  chances  that  Congress  would  slap 
down  a  governor  on  an  issue  as  hot  as 
this,  particularly  since  the  selection 
process  is  now  seen  as  tainted? 

The  veto  obstacle  as  well  as  the 
inevitable  lawsuits  (about  two  dozen 
have  been  filed  by  environmentalists, 
state  governments  and  others)  mean 
DOE's  performance,  technically  as 
well  as  politically,  must  rise  above 
the  government  norm.  That's  far  from 
the  case.  Indeed,  DOE's  credibility  on 
nuclear  waste  problems  is  so  low  that 
an  advisory  panel  appointed  by  former 
Energy  Secretary  Donald  Hodel  rec- 
ommended the  program  be  moved  to  a 
public  corporation,  where  it  would  be 
shielded  from  political  pressure. 

Obviously,  then,  the  DOE  has  a  lot 
riding  on  its  efforts  at  the  sprawling 
Hanford  nuclear  reservation  in  Wash- 
ington State  and  the  two  other  dump 
site  finalists — Yucca  Mountain,  Ncv. 
and  Deaf  Smith  County,  Tex.  A  17- 
story  drill  rig  at  Hanford  stands  poised 
to  begin  work  on  an  exploratory  shaft 
more  than  half  a  mile  deep.  The  De- 
partment of  Energy  plans  to  spend  $1 
billion  on  test  borings  and  other  sci- 
entific studies  at  Hanford  and  nearly 
that  much  at  both  Yucca  Mountain 
and  Deaf  Smith  County  before  its  fi- 
nal site  selection.  That's  in  addition 
to  the  $1  billion-plus  it  has  already 
spent  on  preliminary  tests  and  waste 


program  work  so  far. 

Opponents  at  all  three  locations, 
who  are  trying  on  Capitol  Hill  and  in 
court  to  head  off  the  digging,  have 
some  time  to  maneuver.  DOE  doesn't 
own  the  Texas  land  yet,  and  work  at 
the  government-owned  Washington 
and  Nevada  sites  is  being  held  up  by 
quality  control  problems.  At  Hanford, 
l^OE  ordered  contractor  Rockwell  In- 
ternational to  stop  work  on  about  700 
of  the  1,300  tasks  studied  in  a  special 
review  DOE  ordered  to  try  to  ensure 
the  quality  of  work  being  done. 

Critics  have  other  ammunition, 
too.  To  select  the  three  western  sites, 
DOE  performed  a  detailed  analysis  of 
five  sites.  That  study  ranked  Hanford 
last.  Among  other  factors,  DOE  not- 
ed, it  will  cost  $4.38  billion  more  to 
actually  build  a  dump  at  Hanford  than 
at  the  Yucca  Mountain  site.  (That  was 
a  typographical  error,  DOE  now  says.) 
Hanford  will  actually  cost  $5.45  bil- 
lion more  in  constant  1985  dollars 
than  Yucca  Mountain. 

So  why  is  DOE  preparing  to  dig  at 
Hanford?  Hard  to  tell.  Critics  say  be- 
cause DOE  had  already  made  up  its 
mind  to  dig  there  before  all  the  data 
were  in.  Ben  C.  Rusche,  director  of 
DOE's  Office  of  Civilian  Radioactive 
Waste  Management,  says  Hanford 
was  kept  in  the  running  so  DOE  could 
test  as  many  different  rock  types  as 
possible,  thus  increasing  its  chances 
of  finding  the  best  home  for  the  waste. 
But  if  DOE  hadn't  dropped  the  search 
for  a  second  dump  site,  it  could  have 
analyzed  a  fourth  rock  type,  too. 
Rusche  now  says  he's  100%  certain 
that  one  of  the  three  western  sites 
will  be  just  fine. 

It  had  better  be.  Because  another 
fallback  is  also  having  troubles.  A  fed- 
eral district  judge  has  blocked  DOE 
from  going  ahead  with  plans  for  a 
temporary  nuclear  waste  storage  and 
packaging  facility  in  Tennessee  on 
grounds  it  didn't  consult  the  state,  as 
required  by  the  NWPA.  The  case  is 
now  on  appeal.  What's  more,  DOE,  to 
cut  costs,  has  decided  to  halt  a  $12 
million-a-year  research  program  on 
sub-seabed  disposal  of  nuclear  waste. 

With  most  of  his  eggs  now  in  the 
first  dump  basket,  Rusche  insists  the 
process  will  work.  He  has  to  believe: 
"We  may  never  have  another  chance. 
If  we  can't  make  it  work,  then  I  think 
people  will  be  very  much  more  skepti- 
cal for  some  time  to  come.  It  will  be 
much  harder  next  time." 

Nice.  The  feds  spend  $1  billion  on  a 
hole  in  the  ground  with  $3  billion 
more  to  go  and  no  real  prospect  of 
solving  our  most  serious  garbage 
problem.  Anyone  in  the  private  sector 
have  a  bright  idea?  ■ 
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¥mY  WE  SPONSOR 
A  SHOW  THAT 

DOESIfT  TREAT  US 

IKE  A  SPONSOR. 

AT&T  is  the  national  corporate  underwriter  of  The  MacNeil/Lehrer 
NewsHour,  but  we  don't  get  any  special  treatment.  We  don't  expect  to. 

When  Robert  MacNeil,  Jim  Lehrer,  and  their  team  of  correspondents  re- 
port any  kind  of  news  about  us,  they  don't  pull  any  punches.  Nor  should  they. 

At  AT&T,  we're  less  in- 
terested in  being  handled 
with  kid  gloves  than  we  are 
in  the  program's  objective 
approach  to  the  news  and 
its  uncompromising  com- 
mitment to  quality 

The  same  commit- 
ment to  quality  we  at  AT&T 
bring  to  our  products  and 
services. 

All  of  which  led  us  to 
support  The  MacNeil/ 
Lehrer  NewsHour  in  the 
first  place. 
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AT&T 

The  right  choice. 


Project  Finance.  Rely  on  the 
strength  of  Germany's  leading  bank 


It  requires  an  expert  evaluation  of  the 
project's  econonnic  nnerit.  Technical 
aspects  nnust  be  examined  to  determine 
the  potential  for  cost  overruns  and 
delays  in  completion.  Market  conditions, 
political  considerations,  and  tax  aspects 
must  be  thoroughly  assessed.  Finally,  it 
demands  a  bank  with  the  strength  to 
draw  on  the  full  spectrum  of  commercial 
banking  and  capital  markets  financing 
possibilities. 

The  fact  is,  Deutsche  Bank  is  a  world 
leader  in  project  finance.  Whether  natu- 
ral resources,  industrial  plants,  commu- 
nications or  infrastructural  develop- 
ment, our  clients  know  that  they  can  rely 
on  us  to  provide  the  most  effective 
financing  at  the  lowest  all-in  cost.  And 
they  have  come  to  depend  on  our 
skilled,  individualized  service  -  because 
standing  behind  Germany's  leading 
bank  are  40,000  seasoned  banking 
professionals. 


At  Deutsche  Bank,  you  will  find  expe- 
rienced, talented  people  skilled  in  the 
century-old  German  tradition  of  "Uni- 
versal Banking"  -  the  highly  practical 
combination  of  credit-based  commer- 
cial and  service-based  investment  bank- 
ing. Rely  on  their  ingenuity  to  identify 
the  most  efficient  way  for  you  to  meet 
your  financial  requirements. 

For  project  finance  -  as  well  as  other 
commercial  and  investment  banking 
sen^/ices  -  consider  making  Germany's 
leading  bank  your  bank. 

Contact  the  Deutsche  Bank  nearest 


you. 


Deutsche  Bank  at  a  glance  (Dec.  31 1985): 

•  Total  Assets  (in  bn  US$)  96.4 

•  Capital  &  Reserves  (in  bn  US$)  3.8 

•  Branches  Worldwide  1.410 

•  Employees  48.851 

•  Stockholders  245.000 

"The  leading  bank  in  Germany  -  a  world 
leader  in  international  finance." 


Deutsche  Bank 


When  the  Lomas  &  Nettleton  hoard  said  no 
to  the  company  [s  doing  it,  the  firm  s  top  brass 
went  ahead  and  made  the  deal  themselves. 

Moonlighting 


Lomas  &  Nettleton  Chairman  Jess  Hay 

Leverage  that  would  make  Ronald  Perelman  envious. 

sl„  lh  K.ir/.  Bljrk  sijr 


By  Jack  Willoughby 

JESS  Hay  and  Robert  (Ted)  Enloe 
III  do  well  enough  as  chairman 
and  president,  respectively,  of 
Dallas-based  Lomas  Nettleton,  the 
country's  biggest  mortgage  banker. 
Hay's  compensation  last  year  came  to 
$481,000;  Enloe's,  $281,000.  They  are 
about  to  do  very  much  better,  thanks 
to  their  spare-time  work  on  a  money- 
making  opportunity  brilliantly  dis- 
guised as  a  sick  bank. 

They  found  their  opportunity  in 
Seamen's  Bank  for  Savings,  a  critical- 
ly ailing  $3  billion  (assets)  New  York 
City  mutual  savings  bank.  Yet  anoth- 
er \actim  of  ratcheting  interest  rates 
in  the  early  1980s,  Seamen's  liabil- 


ities exceeded  its  assets  by  $222  mil- 
lion in  1985.  The  Federal  Deposit  In- 
surance Corp.,  loath  to  pay  out  several 
hundred  million  dollars  to  liquidate 
the  bank,  sought  someone  to  take  it 
over.  Enter  Hay  and  Enloe. 

Hay,  Enloe  and  Dallas  developer 
Robert  Utley  got  control  of  Seamen's 
in  a  leverage  play  that  would  make 
even  Ronald  Perelman  of  Revlon  en- 
vious. Just  $4  million  was  enough  to 
swing  it,  and  this  sum  the  three  Tex- 
ans  got  through  personal  loans. 

The  hard  part  was  getting  new  capi- 
tal to  make  Seamen's  whole  again. 
Even  though  the  FDIC  was  willing  to 
loosen  capital  requirements  for  the 
reorganized  bank,  that  $4  million  in 
equity  capital  was  like  putting  a  Band- 


Aid  on  a  hemorrhage.  In  time  twi 
investment  firms  lined  up  the  Genei 
al  Electric  pension  fund,  the  Minne 
apolis  Teachers  Retirement  Associd 
tion  and  other  institutions  to  buy  $7: 
million  of  subordinated  debt  and  pre 
ferred  shares,  with  stock  purchas 
warrants  as  a  sweetener.  The  banl 
paid  the  three  investors  abou 
$782,000  in  fees  and  expenses  fa 
their  roles.  Says  Enloe:  "It's  just  like 
venture  capital  deal  .  .  .  done  withou 
a  penny  of  federal  subsidy." 

Seamen's  Bank  for  Savings  isn't  ou 
of  trouble  yet.  Even  though  interest 
rate  risk  has  been  sharply  reduced 
formidable  credit  risks  remain.  Thirf 
percent  of  the  bank's  $1.2  billion  in 
come  property  loan  portfolio  is  in  th 
soft  states  of  Arizona,  Oklahoma  an' 
Texas.  This  year  delinquencies  hav 
risen  to  2. 1  %  of  total  assets,  vs.  1 .54°/ 
last  year,  and  more  can  be  expectec 
Especially  worrisome  now  are  !■ 
loans  Seamen's  made  to  Craig  Hall 
the  troubled  Dallas  real  estate  syndi 
cator,  on  the  books  for  $31.6  millior 
Besides  Hall,  there  is  another  $18  mil 
lion  in  slow  Texas  loans,  and  request 
for  interest  breaks  on  another  $37.' 
million.  At  last  report.  Seamen's  ha' 
reserved  $7  million  for  loan  losses. 

But  despite  the  unknowns  aheac 
the  investors  already  have  a  nice  pay 
off.  The  Texans  are  inviting  the  publi 
to  participate  in  the  Seamen's  ventur 
with  an  offering  of  common  stocl 
with  limited  voting  rights.  The  objec 
is  to  raise  $86  million  to  increase  th 
bank's  capital  and  to  repay  the  origi 
nal  investors.  Less  than  $50  million  c 
that  will  wind  up  adding  to  the  bank' 
capital,  according  to  the  prospectus 
The  rest  will  go  to  the  Texas  three 
some's  original  backers,  including  $! 
million  to  Hay,  Enloe  and  Utley— 
reducing  their  investment  to  $2  mil 
lion.  After  the  offering  the  three  mei 
will  remain  in  control,  with  19%  o 
equity  and  75%  of  the  voting  stock 
One  thrift  analyst  puts  the  value  o 
Seamen's  as  a  going  concern  at  $13i 
million;  the  original  partners'  share 
would  thus  be  worth  $24  million. 

The  whole  operation  was  an  exam 
pie  of  corporate  timidity  versus  indi 
vidual  guts.  The  investors  offered  Lo 
mas  &  Nettleton's  board  the  Sea 
men's  salvage  job  as  a  company  deal 
But  the  board  rejected  it,  fearing  tha 
such  an  acquisition  would  hurt  it 
credit  rating.  L&.N  had  also  decided 
as  policy,  not  to  own  a  regulated  fi 
nancial  institution,  such  as  a  bank. 

For  now,  though,  although  the' 
have  their  work  cut  out  for  them 
Hay,  Enloe  and  their  original  backer 
have  no  complaints.  Seamen's  Corp 
should  do  so  well.  ■ 
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Forbes  New  Fuii  Color 
industrial  Development 
Advertising  Section 

An  outstanding  opportunity  to  pro- 
mote your  location's  advantages  to 
America's  most  powerful  corporate 
decision  makers. 

Forbes  announces  a  special  op- 
portunity for  industrial  developers  and 
plant  site  advertisers  who  set  their 
sights  on  reaching  the  business  execu- 
tives responsible  for  location  deci- 
sions. By  participating  in  this  section 
you  will  be  able  to  distribute  literature 
and  promote  your  area  to  a  responsive 
audience  of  influential  business  ex- 
ecutives. 

Forbes'  Industrial  Development 
Advertising  Section  will  present  four 
quarter-page  ads  per  page,  each 
featuring  a  headline,  125  words  of  de- 
scriptive copy,  and  for  the  first  time, 
the  cover  of  your  area  development 
literature  in  full  color.  Two  postage- 
paid  reply  cards  will  be  included  to 
facilitate  inquiries.  Forbes  will  send  all 
qualified  inquiries  to  you  on  pressure 
sensitive  labels,  plus  a  duplicate  list 
for  your  records. 

Forbes  makes  it  easy  and  econom- 
ical to  participate  in  this  section.  At  a 
cost  of  just  $7,000  per  four-color  quar- 
ter-page unit  ($6,800  for  black/white), 
your  message  will  reach  Forbes' 
720,000  subscribers.  Forbes  will  handle 
all  production  and  process  ail  reader 
inquiries  at  no  extra  cost. 

Make  Forbes'  industrial  Develop- 
ment Section  part  of  your  blueprint  for 
area  growth  and  progress.  Contact 
your  nearest  Forbes  representative  for 
more  information  or  call  Stephen  G. 
Nicoll  at  (212)  620-2228. 

Issue  Date:  October  20, 1986 
Closing  Date:  September  8, 1986 


Forbes 

Capitalistlbol 


Leadership  in 
Management  Buyouts 

More  iiKiuagers  are  becoming  owners  through  creative  leveraged  financing  techniques.  The 
growing  sophistication  and  popularity  of  leveraged  buyouts  (LBOs),  however,  has  not  made  completing 
a  transac  tion  easier.  Success  in  LBOs  today  requires  immediate  access  to  capital,  innovative  and  flexible 
structuring  approaches  and  proven  transaction  experience. 

First  Boston  Capital 

First  Boston  and  its  affiliates  have  substantial  capital  funds  designated  specifically  for: 

•  Quickly  executing  transactions  by  underwriting  LBO  acquisitions  without  "takeout"  financing 
in  place. 

•  Investing  equity  and  "mezzanine"  capital  on  a  long-term  basis. 

•  Committing  substantial  capital  on  an  interim  basis  to  facilitate  a  tender  offer. 

•  Purchasing  major  blocks  of  stock  to  secure  or  expedite  a  transaction. 

First  Boston  Creativity 

First  Bostons  LBO  team  is  at  the  cutting  edge  of  LBO  innovations: 

•  Pioneering  the  use  of  tender  offers  in  LBOs. 

•  Devising  complex  structures  to  provide  managements  with  substantial  and  preferential  equity 
positions  in  the  new  buyout  company. 

•  Including  corporations  as  "mezzanine"  investors  in  transactions. 

•  Structuring  ESOPs  as  critical  components  of  the  new  buyout  company. 

First  Boston  Experience 

First  Boston's  record  and  experience  speaks  for  itself: 

•  First  Boston  has  structured  and  invested  in  nine  leveraged  buyout  transactions  in  the  past 
two  years— more  than  any  other  major  investment  bank. 

•  We  have  committed  our  own  capital  in  a  number  of  transactions  and  as  much  as  $800  million 
of  financing  on  an  interim  basis  in  a  single  leveraged  buyout. 

•  As  a  leading  advisor  to  Boards  of  Directors  and  selling  stockholders  which  receive  going 
private/leveraged  buyout  offers,  we  understand  the  key  ingredients  of  a  successful  offer. 

•  To  each  transaction  we  bring  the  resources  of  a  full  service  investment  bank  including  expertise 
in  mergers,  acquisitions,  divestitures,  high  yield  debt  financing,  ESOPs,  international  markets 
and  specialized  industries. 

7b  learn  more  about  First  Boston's  unique  LBO  capabilities,  call  Art  Nagle  or  Dan  O'Connell  in 
First  Boston's  Merger  and  Acquisition  Group  at  (212)  909-2000. 


First  Boston 


Investment  Bankers 


First  Brands  Corporation 

a  newly- formed  privately-held  company  organized  by 
First  Boston,  Inc.  and  Management 

has  acquired  the 

Home  and  Automoti\T  Products 
Business 

of 

Union  Carbide  Corporation 

The  undersigned  negotiated  this  leveraged  buyout  transaction,  arranged  the 
permanent  financing,  including  an  investment  by  the  First  Boston  Mez- 
zanine Investmeni  Partnership,  provided  bridge  financing,  and  is 
an  equity  investor  in  First  Brands  Corporation. 

The  First  Boston  Corporation 

July  29, 1986 


First  Brands  Corporation 

$879,500,000 

$50,000,000  iVi  Year  Working  Capital  Revolving  Credit  Facility 
$375,000,000  8  Year  Reducing  Revolving  Credit  Facility 
$289,500,000  Senior  Subordinated  Notes  Due  1998 
$85,000,000  Subordinated  Notes  Due  2001 
$77,000,000  Series  A,  B,  C  Cumulative  Convertible  Preferred  Stock 
$3,000,000  Common  Stock 


The  undersigned  acted  as  agent  and  principal  in  the  direct  placement 
of  these  securities. 

The  First  Boston  Corporation 

July  29. 1986 


Pursuant  to  a  Plan  of  Liquidation 

JBI  Holdings,  Inc. 

a  privately-held  company  organized  by 
First  Boston,  Inc. 

has  sold  the  stock  of 

Joyce  Be\  erages  of  Ne\^  York,  Inc. 

and 

Joyce  Beverages 
of  Washington,  D.C.,  Inc. 

to  certain  Shareholders  of  JBI  Holdings,  Inc.  and  other  investors. 

The  undersigned  advised  JBI  Holdings,  f/ic  with  respect  to  its  Plan  of 
Liquidation  and  is  an  equity  investor  in  thr-  remaining  businesses 
which  will  operate  as  the  New  York  Seven-Up  Bottling  Co.,  Inc. 
and  the  Washington,  D.C.  Seven-Up  Bottling  Co.,  Inc. 

The  First  Boston  Corporation 

July  29. 1986 


AM  Acquisition,  Inc. 

a  newly-formed  privately-held  company  organized  by 
Walton  Monroe  Mills,  Inc.  and  First  Boston,  Inc. 


has  acquired 

Avondale  Mills 


The  undersigned  negotiated  this  leveraged  buyout  transaction,  arranged  the 
permanent  financing,  including  an  investment  by  the  First  Boston  Mez- 
zanine Investment  Partnership,  provided  bridge  financing,  and  is 
an  equity  investor  in  AM  Acquisition,  Inc. 


The  First  Boston  Corporation 


July  29. 1986 


Avondale  Mills 
$144,800,000 

$50,000,000  5  Year  Revolving  Credit  Facility 
$60,000,000  5  Year  Term  Loan  and  Letter  of  Credit  Facility 
$22,800,000  Subordinated  Notes  Due  2001 
$5,000,000  Cumulative  Redeemable  Exchangeable  Preferred  Stock 
$7,000,000  Common  Stock 


Tke  undersigned  acted  as  agent  and  principal  in  the  direct  placement 
of  these  securities. 


The  First  Boston  Corporation 


July  29, 1986 


Leadership  in 
Management 
Buyouts 


Marketing 


Edited  by  Jeffrey  A.  I  rachtenberg 


What  do  you  do  when  you  have  improved 
your  product  hut  the  public  remains 
skeptical?  Don  V  ask  Detroit. 

Autodom's 
persistent 
bad  image 


By  Ralph  King  Jr. 


T|he  market  research  is  very 
clear:  Despite  more  than  five 
years  of  engineering  improve- 
ments, upgraded  warranties  and  ad- 
vertising trumpeting  its  better-built 
cars,  Detroit  has  failed  to  convince 
the  American  public 
that  U.S.  cars  are  any- 
thing more  than  the 
same  old  buckets  of 
bolts.  Americans  re- 
main convinced  that 
the  Japanese  and  Ger- 
mans make  the  world's 
best  automobiles  and 
that  the  foreigners  are 
getting  better  at  it. 

Detroit's  big  three? 
The  studies  show  that 
Americans  think  the 
quality  of  U.S.  cars  is 
either  the  same  as  it 


American."  One  auto  analyst  points 
out,  "Privately,  the  Japanese  admit 
their  cars  are  probably  not  as  good  as 
people  perceive."  Thus,  American 
managers  are  loud  in  their  insistence 
that  American  cars  are  better  than 
they  have  ever  been.  They  are  ex- 
tremely frustrated  that  the  public 


Aooordinffto 
a  nivtionmde  survey, 
Liiiooln8,Meroarys  and 
Ford  oars  andtnioks 
are  the  hifl^iest  quality 
vehicles  oesiffiied 
and  built  in  America. 


That's  what  happens 
when  you  make 
CUialiVJobL 


I  'ord  and  Chn 
What  does  it 


ever  was — meaning 
lousy — or  getting  no 
better,  relative  to  the 
foreign  competition. 

Commerce  Depart-  

ment  surveys  show  that  as  many  as 
13%  of  all  consumers  won't  even  con- 
sider buying  an  American  car.  Worse, 
most  of  these  potential  customers  are 
under  40  and  are  developing  lifelong 
brand  loyalties.  To  them,  "made  in 
Detroit"  means  what  "made  in  Ja- 
pan" meant  two  or  three  decades  ago: 
a  sure  sign  of  second-rate  products. 

Detroit  still  controls  73%,  and 
h; .'liing,  of  the  U.S.  auto  market.  If  its 
products  were  really  iunk,  this  would 
not  be  SO;  the  American  consumer 
will  go  only  so  far  in  support  of  "Buy 


QulKgrlaJobL 


"IN  1986, 
CHRYSLER  BUILDS 
THE  HIGHEST 
QUALmr 
AMERICAN  CARS 
AND  TRUCKS. 

HOW  DO  WE  KNOW? 
YOU  SAID  SO* 


data.  GM's  corporate  advertisements, 
though  less  direct  than  Ford's  or 
Chrysler's,  emphasize  high-tech  engi- 
neering to  hammer  home  the  quality 
message. 

So  why  doesn't  the  public  believe? 
One  big  reason  is  that  Detroit,  over 
the  years,  really  has  built  some  groan- 
crs,  such  as  GM's  Vega  and  Ford's 
Pinto.  And  these  are  the  memories 
that  linger.  Leonard  Sherman,  auto 
analyst  for  Booz,  Allen  &.  Hamilton, 
explains  that  one  person's  bad  car  ex- 
perience will  sour  ten  others.  And  be- 
cause of  the  four-to-fivc-ycar  interval 
between  purchases,  it  may  take  a  de- 
cade for  a  buyer  to  consider  a  domes- 
tic model  again  after  he's  been  badly 
burned.  At  the  same  time,  the  grow- 
ing legions  of  satisfied  foreign  owners 
become  convincing  proselytizers. 

It  doesn't  help  that  for  many  poten- 
tial buyers  rental  cars  are  their  main 
direct  exposure  to  models  they  don't 
already  own.  A  rental  that  has  been 
driven  hard  and  unevenly  serviced  is 
not  a  great  advertisement  for  De- 
troit's finest.  In  any  case,  no  matter 
how  clever  it  is,  advertising  can  ac- 
complish only  so  much.  "Consumers 
won't  buy  an  assertion  in  advertising 
that  runs  counter  to  what  they  be- 
lieve," says  Rajeev  Batra,  assistant 
professor  of  marketing  at  Columbia 
Graduate  School  of 
Business. 

So,  what  to  do?  "Stop 
using  the  word  quality, 
because  it  doesn't 
mean  anything,"  ad- 
vises adman  Jerry  Delia 
Femina,  whose  agency, 
Delia  Femina,  Travi- 
sano       Partners,  has 


AIMEmCAN' 


CARS  AMI  TRUCKS 


■s/er's  competing  quality^  claims 
take  to  change  perceptions? 


fails  to  appreciate  the  improvements 
in  quality. 

With  advertising  budgets  totaling 
SI. 7  billion  a  year,  it  is  not  for  lack  of 
trying.  Ford,  for  example,  unveiled  its 
"Quality  is  Job  1"  slogan  back  in 
1981.  Chrysler  followed  two  years  lat- 
er with  its  "best-built,  best-backed" 
pitch.  Current  advertisements  of  both 
automakers  claim  theirs  are  the  high- 
est-quality American  vehicles.  Chrys- 
ler and  Ford  so  value  that  distinction 
that  each  has  publicly  traded  jabs  over 
the  validity  of  the  other's  supporting 


two  auto  accounts, 
Rolls-Royce  and  Isuzu. 
"Get  as  many  people  as 
possible  into  your 
product  and  make  it 
speak  for  itself,"  says 
Lloyd  Reuss,  GM  exec- 
utive vice  president  for 
North  American  auto- 
motive operations.  Fair 

  enough,  says  Louis  La- 

taif,  vice  president  for  North  Ameri- 
can sales  operations  at  Ford.  "But  per- 
sistent corporate  advertising  is  the 
only  way  to  reach  someone  who's 
been  turned  off  by  us." 

It's  sad  but  true:  However  much  the 
quality  has  improved,  it  will  take  U.S. 
manufacturers  a  long  time  to  over- 
come the  consequences  of  past  mis- 
takes. Remember  that  the  Japanese 
did  finally  change  their  quality  image 
in  the  U.S. — it  took  them  10  to  15 
years — even  though  at  first  they  sold 
real  clunkers  here.  ■ 
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en  39,685  building  owners  demanded  superior 
maintenance  and  repair  services,  ^liance  by 
Johnson  Controls  did  it. 

Johnson  Controls.  Inc.,  Box  423.  Milwaukee.  Wl  53201 


©Johnson  Controls,  Inc.  1985 


\bull  find  Anacomp  firoducts 
at  these  fine  locations* 


Granted,  Anacomp  isn't  exactly  on 
the  tip  of  the  tongues  of  corporate  America. 

But  for  many  FORTUNE  500  companies, 
the  nation  s  largest  financial  institutions,  and 
thousands  of  other  firms,  we're  a  valuable 
commodity. 

Because  we  support  so  many  vital 
operations.  With  products.  Service.  Ideas. 

Ask  all  the  banks  and  credit  unions 
who  use  our  software.  Covering  everything 
i  rom  consumer  services  to  collection 


management. 


Or  talk  to  the  customers  who  keep  our 
micrographics  centers  going  24  hours  a 
day,  7  days  a  week.  (With  60  centers  nation- 
wide, no  one  has  more.) 

Or  check  with  the  companies  who 
track  their  purchasing  inventories  around 
the  world  with  Anacomp  software. 

They'll  all  tell  you  the  same  thing:  that 
Anacomp  is  an  important,  progressive, 
customer- oriented  company. 

By  helping  so  many  companies  succeed, 
we're  putting  ourselves  on  the  map,  too. 

anacomp 


Science  &  Technology 


Edited  by  Gail  Bronson 


What  qualities  do  people  need  in  order  to 
survive  life-and-death  catastrophes? 

The  psychology  of 
"the  right  stuff 


shock — whether  it  lasts  days  or  weeks 
for  prisoners  of  war  or  for  moments 
while  a  boat  founders.  If  you  can  keep 
your  mental  equilibrium  through  this 
period,  you  can  survive  unless  physi- 
cal forces  overwhelm  you." 

Yessenow,  who  has  studied  concen- 
tration camp  survivors,  believes  that 
the  key  to  outlasting  disasters  is  keep- 
ing a  sense  of  direction  by  focusing  on 
one's  family,  planning  survival  strate- 
gies or  even  mentally  writing  a  book 


By  Jill  Andresky 


Psychology 


The  probability 
that  one  will 
get  caught  in  a 
terrorist  hijacking,  a  flood  or  almost 
any  other  life-threatening  disaster 
may  be  slim.  But  with  the  news  once 
again  filled  with  calamities  ranging 
from  hostage  crises  to  earthquakes, 
experts  are  intensifying  their  efforts 
to  demystify  the  psychology  of  sur- 
vival. Researchers  are  looking 
for  common  personality  traits 
and  mental  characteristics 
among  people  who  triumph 
over  life-threatening  crises. 
The  researchers  are  finding 
that  these  people  share  com- 
mon leadership  characteris- 
tics, in  particular  high  self-es- 
teem and  a  feeling  that  their 
actions  may  change  the  world. 

For  instance.  Dr.  William 
Zieverink,  psychiatry  chief  at 
Providence  Medical  Center  in 
Portland,  Ore.,  says  he  found 
that  survivors  he  examined 
from  this  spring's  mountain- 
eering disaster  on  the  slopes  of 
Mount  Hood  had  psychologi- 
cal and  personality  traits  that 
reminded  him  of  those  of  Viet- 
nam POWs  he  debriefed  in  the 
1970s.  "Often,  it's  the  differ- 
ence in  mental,  rather  than 
physical,  toughness  that  deter- 
mines who  will  endure,"  says 
Zieverink. 

Adds  Melvyn  Yessenow, 
who  teaches  psychology  at 
State  University  College  at 
Geneseo,  N.Y.,  "The  most 
critical  stage  is  the  initial 


lean  FrarK;ois-.-\ll. 


about  the  life-and-death  situation  one 
is  experiencing.  Take  the  case  of  three 
Texas  fishermen  stranded  by  a  thun- 
derstorm in  the  middle  of  a  lake  earli- 
er this  summer,  clinging  to  trees  for  a 
day  and  two  nights,  with  no  way  to 
call  for  help.  "We  spent  a  lot  of  the 
time  we  were  trapped  talking  about 
the  good  times,  just  like  a  couple  of 
friends  getting  together,"  recalls  fish- 
erman Luther  Hudson. 

Herbie  Ogden,  a  medical  student, 
took  a  similar  approach  when  he  and  a 
group  of  mountain  climbers  were 
trapped  on  Mount  McKinley  during  a 
weeklong  blizzard  in  1980.  After  the 
second  day  their  tents  and  snow  walls 
collapsed.  The  group  was  forced  to 
build  snow  caves  during  breaks  in  the 
storm.  "We  kept  ourselves  busy  ra- 
tioning food  and  fuel,  checking  on 
each  other's  health  and  planning  our 
survival  strategy,"  recalls  Ogden. 
"That  kept  us  from  feeling  too  de- 
pressed or  overwhelmed  in  the  caves 
barely  2  feet  high." 

Many  disaster  victims  say  surviv- 
ing is  more  an  instinct  than  a  deci- 
sion-making process.  During  the  first 
seconds  of  a  crisis  people  find  them- 
selves leaping  into  action  rather  than 
stopping  to  think.  Such  was  the  case 
when  a  squall  capsized  the  tall  ship 
Pride  of  Baltimore  in  May.  Eight  of  the 
12  crew  members  overcame  impossi- 
ble odds  by  inflating  their  life  raft 
while  treading  water  for  six  hours  dur- 
ing a  ferocious  storm.  "There 
was  no  need  for  anyone  to  give 
orders,"  recalls  Susie  Hues- 
man,  a  24-year-old  deckhand. 
"Everyone  saw  what  had  to  be 
done  and  just  did  it." 

Who  has  the  best  ability  to 
hold  on?  "People  who  have  ac- 
tive personalities  and  high 
self-esteem,"  says  Dr.  Philip 
Mechanick,  a  professor  of  psy- 
chiatry at  the  University  of 
Pennsylvania  Medical  School. 
"They  believe  that  their  ac- 
tions can  have  an  impact  on 
the  world  around  them.  But 
you  can't  predict  what  kind  of 
resources  a  person  will  be  able 
to  summon  up,  once  all  the 
inner  conflicts  we  normally 
struggle  with  get  submerged 
by  the  crisis  at  hand,"  says 
Mechanick. 

The  fortitude  of  the  Balti- 
more crew  and  the  Mount 
Hood  survivors  is  doubly  im- 
pressive given  the  victims' 
youth.  Ordinarily  the  accumu- 
lation of  life  experiences  that 
comes  with  aging  makes  it 
easier  to  cope  with  disaster, 
explains  Zieverink. 
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Endangered  youngsters  often  react 
with  excessive  optimism  and  then 
must  fight  a  tendency  to  become  easi- 
ly discouraged.  The  Mount  Hood  sur- 
vivors were  probably  aided  by  their 
religious  beliefs,  which  also  can  pro- 
vide support. 

Ironically,  the  toughest  challenge 
to  sui"vivors  is  life  after  the  crisis. 
Researchers  now  believe  that  post- 
traumatic stress  disorder,  otherwise 


known  as  shell  shock  among  soldiers, 
can  strike  all  types  of  survivors.  A 
study  of  75  Vietnam  veterans  was 
completed  earlier  this  year  by  psy- 
chologists at  the  Veterans  Adminis- 
tration Hospital  in  St.  Cloud,  Minn. 
They  have  documented  symptoms  of 
the  disorder  including  flashbacks, 
nightmares,  survival  guilt,  detach- 
ment and  hyperalertness. 

Even  people  who  function  well  in  a 
disaster  tend  to  be  overwhelmed  after 
the  crisis  is  over.  Psychiatrist  Ziever- 
ink  says,  "Catastrophes  overload  all 
the  normal  support  mechanisms  and 
leave  people  desperate  for  help.  In 
these  situations,  psychological  fol- 


low-up has  to  be  part  of  any  survivor's 
aftercare." 

Maybe  it's  not  surprising  that  the 
necessary  stuff  to  overcome  a  disaster 
can  also  come  in  handy  in  the  busi- 
ness world.  University  of  Chicago  re- 
searchers have  found  that  executives 
claim  they  draw  on  personality  traits 
similar  to  those  exhibited  by  disaster 
survivors. 

Nearly  700  managers  say  that  feel- 
ings of  commitment,  control  and 
challenge  were  crucial  in  handling 
major  stresses.  In  short,  those  who 
handle  everyday  stress  best  have  the 
best  chance  of  pulling  through  when 
their  survival  is  at  stake. 


terest  in  the  company  (eight  other  se- 
nior managers  own  the  rest),  predicts 
sales  will  almost  quadruple  by  year- 
end.  Not  hid  for  a  company  launched 
just  over  seven  months  ago  with  $2.5 
million  in  cash. 

Just  as  the  cosmetics  industry  pro- 
motes dreams  of  eternal  beauty  and 
youth,  so  Adler  promotes  health  and 
vitality.  Some  may  find  their  price 
high.  An  individual  is  supposed  to 
consume  12  foul-smelling  pills  a  day, 
a  200-calorie  fiber  bar  and  an  8-ounce 
drink  containing  the  United  Sciences 
powder.  That's  in  addition  to  three 
meals  a  day.  To  aid  weight  loss,  the 
company  suggests  substituting  some 
of  these  products  for  meals.  Average 
monthly  retail  cost:  $135. 

Nor  does  United  Sciences  merely 
offer  customers  a  chance  to  feel  good. 
They  can  also  make  money.  That's 
the  key  to  the  company's  breathtak- 
ing success — its  pyramid-style  sales 
plan.  Sales  reps  buy  products  directly 
from  United  Sciences  and,  a  la  Am- 
way,  sell  to  people  in  their  homes, 
charging  a  35%  markup.  But  United 
Sciences'  scheme  is  one  in  which  ev- 
ery customer  is  also  a  potential  sales- 
person, getting  a  commission  on  his 
own  sales  as  well  as  a  graduated  over- 
ride on  the  sales  of  the  representatives 
he  recruits.  The  primarily  part-time 
sales  force  is  already  100,000  strong. 

Most  companies  would  be  nervous 
about  relying  almost  totally  on  inex- 
perienced help.  No  problem  here. 
Sales  reps  simply  switch  on  one  of 
several  slickly  produced  videotapes 
that  pitch  to  their  audience  for  them. 
William  Shatner,  a.k.a.  Captain  Kirk, 
narrates  in  authoritative  tones  over 
sonorous  music.  The  faces  of  famous 
physicians  are  flashed  across  the 
screen,  providing  a  patina  of  credibil- 
ity. With  shots  of  the  National  Insti- 
tutes of  Health  and  Massachusetts 
General  Hospital,  it's  easy  to  infer 
that  the  physicians  are  deeply  in- 


United  Sciences  of  America  runs  a  fast-growing  diet 
scheme.  It  has  impressive  endorsements — or  does  it? 


"Optimar'  health 
for  whom? 


By  Lisa  Gubernick 


Fads 


As  surely  as  the 
swallows  re- 
turn to  Capis- 
trano  each  year,  so  with  similar  regu- 
larity there  emerges  a  smooth-talking 
entrepreneur  pitching  a  new  product 
that  helps  take  pounds  off  your  figure 
and  add  years  to  your  life.  Many  em- 
braced The  Cambridge  Diet.  Others 
became  Herbalife  aficionados.  Now 
comes  United  Sciences  of  America, 


with  dietary  products  it  claims  pro- 
mote "optimal  health,"  a  hyped-up 
catchall  that  seems  to  imply  every- 
thing from  weight  loss  to  cancer 
prevention. 

The  company  is  the  brainchild  of 
Robert  Adler  Jr.,  37,  a  telecommuni- 
cations entrepreneur  given  to  dia- 
mond-faced wnstwatches  and  silk 
suits.  During  the  first  six  months  of 
1986  the  Dallas-based  operation 
pulled  in  revenues  in  excess  of  $27 
million.  Adler,  who  retains  a  66%  in- 


A  United  Sciences  sales  associate  hawking  the  four-product  program 
Every  cfjustomer  is  a  potential  salesman. 
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Charles  Thatcher 


United  Sciences  Chainiian  Robert  Adler  Jr. 

A  telecommunications  entrepreneur  given  to  diamond-faced  watches. 


volved  in  developing  the  products. 
"People  see  those  doctors  on  that  tape 
and  they  accept  USA,"  says  Bob  Mchi- 
tyre,  of  Piano,  Tex.,  one  of  the  original 
recruits,  who  says  he  earned  over 
$100,000  in  June  selling  United  Sci- 
,  ences  products. 

i  There  is  less  to  the  physicians'  in- 
volvement with  product  sales  than 
the  videotapes  imply.  As  the  tapes 
boast.  United  Sciences  has  enticed 
some  of  the  nation's  most  prominent 
physicians  onto  its  so-called  scientific 
advisory  board  to  oversee  product  de- 
velopment. In  reality,  some  were  in- 
volved, but  others,  including  some  of 
the  best-known  scientists,  were  not. 
"I  had  nothing  to  do  with  the  develop- 
ment of  the  product,"  says  heart  sur- 
geon Dr.  Michael  DeBakey,  a  board 
member.  The  full  board  first  met  in 
June,  seven  months  after  the  sales 
force  started  peddling  the  company's 
products.  Moreover,  most  of  the 
prominent  board  members  are  ac- 

i  claimed  in  areas  unrelated  to  nutri- 

I  tion — Nobel  Prize  winners  Julius  Ax- 
elrod  in  neuroscience  and  Andrew 
Schally  in  neuroendocrinology. 

'      So  why  are  they  willing  to  lend 

I 


their  names?  United  Sciences  pays  its 
advisers  up  to  $20,000  in  annual  con- 
sulting fees  plus  the  opportunity  to 
receive  unrestricted  research  grants 
from  its  corporate  foundation.  The 
foundation,   conveniently,   is  com- 


JcfTrev  Mat.Millan 


United  Sciences  President  Jen-is  Leormrd 
Trying  to  keep  100,000  reps  in  line. 


posed  of  the  scientific  advisers  them- 
selves, who  recently  approved  the 
first  12  grants,  totaling  $1.2  million. 
More  than  half  of  these  grants  were 
awarded  to  board  members. 

Not  surprisingly,  a  number  of  the 
medical  endorsers  are  nervous  about 
the  way  their  names  are  being  used  to 
hype  the  products.  Cardiologist  Dr. 
Eugene  Braunwald  resigned  from  the 
board  after  three  months.  United  Sci- 
ences claims  the  cardiologist  became 
too  busy  to  participate.  False,  says 
Braunwald.  "The  real  reason  was  that 
my  picture  was  on  the  promotional 
material,  and  callers  assumed  I  was 
endorsing  the  product,"  he  says.  "My 
scientific  advice  was  not  sought  on  a 
single  occasion." 

Remaining  board  members  are  rely- 
ing on  Jerris  Leonard,  United  Scien- 
ces' president  and  a  former  assistant 
U.S.  attorney  general,  to  keep  the  sell- 
ing on  the  right  side  of  the  law. 

As  for  the  products,  irrefutable 
proof  that  any  of  them  assure  better 
health  than  three  square  meals  alone 
remains  elusive.  The  company  has 
loaded  up  its  Master  Formula  with 
doses  of  vitamins  and  minerals  well 
in  excess  of  the  federally  recommend- 
ed daily  allowances.  Dr.  Richard 
Wurtman,  a  physician  unaffiliated 
with  the  company  and  director  of 
MIT's  Clinical  Research  Center,  says, 
"I  see  no  way  that  dieters  could  bene- 
fit from  the  plan,  and  there  are  poten- 
tial disadvantages  to  it." 

Take  Formula  Plus,  the  capsules 
that  contain  Omega-3  fatty  acids,  or 
fish  oils.  United  Sciences'  literature 
cites  recent  studies  indicating  that  Es- 
kimos and  Japanese,  who  eat  a  lot  of 
cold-water  fish  that  contain  these  ac- 
ids, suffer  less  heart  disease  than  oth- 
er people.  But  Eskimos  are  stricken 
more  often  by  a  certain  type  of  stroke 
and  by  infections.  Exactly  what 
amounts  of  fish  oil  are  safe  and  useful 
to  take  remains  uncertain,  concludes 
Dr.  C.  Wayne  Callaway,  a  George 
Washington  University  nutritionist. 

Despite  such  annoying  uncertain- 
ties. United  Sciences  is  likely  to  grow 
unfettered  for  now,  given  the  public's 
appetite  for  easy  answers  to  weight 
control.  But  long-term  success  is 
hardly  assured.  As  United  Sciences' 
own  vice  president  of  marketing 
points  out,  perennial  dieters  start  new 
diets  four  times  a  year.  As  for  the 
reputable  scientists  who  have  helped 
legitimize  this  venture.  Dr.  William 
Bennett,  editor  of  the  Harvard  Medical 
School  Health  Letter,  says,  "This  kind  of 
promotion  profoundly  undermines 
the  scientific  ethic.  Frankly,  I  find  the 
whole  thing  sickening." 


Personal  Affairs 
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Most  of  the  80  million  Americans  who  have 
back  problems  dont  know  exactly  what 
ails  them.  But  there  is  little  mystery  as  to 
what  will  alleviate  the  pain. 

You  want  to 
talk  back  pain? 


with  insurance,  treatment,  lost  pro- 
duction and  retraining,  back  problems 
cost  businesses  an  estimated  $56  bil- 
lion a  year  (Forbes,  Feb.  24]- 

Yet  experts  insist  that,  as  long  as 
your  back  problem  isn't  serious,  a 
consistent  program  of  posture  aware- 
ness and  physical  reconditioning  can 


By  Barbara  Kallen 


A LOT  OF  EXECUTIVES  and  profes- 
sionals seem  to  think  that 
k  backaches,  like  reading  glass- 
es, are  inevitable  for  the  desk-bound. 
Not  so.  Most  sufferers  can  probably 
relieve  a  good  deal  of  their  discomfort 
without  ever  darkening  a 
doctor's  door. 

The  key  to  avoiding  se- 
vere back  problems  is  to 
take  action  as  soon  as  mi- 
nor back  pains  begin. 
Those  episodes  could  be- 
come more  frequent,  and, 
if  left  unchecked,  one  day 
the  smallest  move  might 
knock  you  out  of  action 
completely.  Dr.  Leon 
Root,  an  orthopedist  at 
New  York's  Hospital  for 
Special  Surgery,  recalls 
treating  the  president  of  a 
billion-dollar  corporation 
who,  while  attending  a 
long  board  meeting,  bent 
over  to  pick  up  a  pencil. 
"He  had  an  acute  spasm 
in  his  back.  He  couldn't 
straighten  up.  They  had 
to  rush  him  to  me  in  an 
ambulance." 

There's  a  lot  of  pain  and 
suffering  around.  In  a 
study  of  Eastman  Kodak 
employees,  back  prob- 
leiris  were  second  only  to 
upper  respiratoiy  infec- 
tions in  causing  absences 
from  work.  In  all,  what 


Store  mannequin  propped  up  on  hieeling  Balans  chair 
One  way  to  take  pressure  off  your  lower  back. 


all  but  eliminate  your  pain.  Says  Dr. 
Gudni  Thorsteinsson,  who  sees  hun- 
dreds of  back  patients  each  year  at  the 
Mayo  Clinic  in  Rochester,  Minn., 
"The  back  patients  who  improve  are 
the  people  who  realize  the  power  of 
self -therapy." 

One  of  the  best  ways  to  counter 
back  problems— mother  was  right — is 
to  mind  your  posture.  Slouching 
places  uneven  pressure  on  your  disks 
and  slowly  but  surely  causes  round 
shoulders,  muscle  spasms  and,  some- 
times, more  serious  complications 
like  disk  disorders  and  osteoarthritis 
of  the  spine. 

How  should  you  stand?  Says  Dr. 
Root,  "Tighten  your  pelvis  as  though 
you're  squeezing  a  penny  between 
your  buttocks."  Get  a  sense  of  lifting 
your  head  away  from  your  feet  as  if 
someone  were  pulling  you  upward  by 
the  top  of  your  head.  Says  a  54-year- 
old  retailing  executive,  "Since  I've 
tried  to  stop  slouching,  my  lower  back 
fatigue  isn't  so  bad." 

How  you  sit  is  also  important.  Gov- 
ernor Mario  Cuomo  of  New  York  (see 
box,  opposite^  says  that  sitting  on  a 
hard  surface  works  for  him.  But  if  you 
run  out  to  buy  a  piece  of  wood,  also 
come  back  with  some  foam  to  cover 
it.  You  may  not  have  Cuomo's  toler- 
ance for  pressure.  And  you  need  sup- 
port behind  your  spine,  too.  If  your 
office  chair  doesn't  support  the  con- 
cave curve  of  your  lower 
back  (the  lumbar  curve), 
place  a  cushion  or  pillow 
behind  you.  Poultry  mag- 
nate Frank  Perdue  uses  a 
cushion  called  Posture 
Curve  Lumbar  Cushion, 
manufactured  by  Body- 
care,  Inc.  Both  Steelcase 
Inc.  and  Hag,  a  Norwegian 
company,  manufacture  a 
line  of  orthopedically  de- 
signed chairs.  Hag's  Ba- 
lans chair  is  a  conversa- 
tion piece  as  well — a 
backless  office  chair,  on 
which  you  kneel.  Hag 
claims  the  chair  takes 
pressure  off  the  lower 
back. 

Whatever  your  chair, 
don't  sit  too  long.  Says  Dr. 
Eugene  Bleck,  chief  of 
Stanford  University  Medi- 
cal Center's  orthopedic  di- 
vision, "Get  up,  stretch 
your  legs,  take  a  walk. 
Then  you  can  sit  down 
again.  Sitting  in  one  posi- 
tion for  a  long  period  of 
time  is  murder." 

If  you  are  overweight, 
even  by  a  few  pounds. 


■3.1 


The  New  York  State  "buttboard" 


It  looks  like  a  cheeseboard  or  a 
wall  plaque.  But  the  lO-by-U- 
inch  piece  of  wood  with  the  New 
York  State  Seal  is  that  upon 
which  the  ultimate  power  of  the 
state  resides. 

"I've  had  a  bad  back  for  25 
years,"  says  Governor  Mario 
Cuomo.  "Sitting  with  something 
firm  beneath  me  is  very  helpful." 

As  a  young  man,  Governor 
Cuomo  was  fit  enough  to  play 
professional  baseball  for  a  Pitts- 
burgh Pirates  farm  club.  But  one 
day,  25  years  ago,  Cuomo  felt  a 
sudden  pain  in  his  lower  back 
while  showering.  So  excruciating 
was  it  that  his  wife  and  a  neigh- 
bor had  to  drag  him  from  the 
bathroom  to  the  bedroom.  He 
didn't  get  up  for  weeks. 

When  he  finally  did  rise,  he 
went  to  an  orthopedist  who  told 
him  he  had  a  disk  problem.  But 
the  governor  shunned  traditional 
treatment,  kistead,  he  began  us- 
ing the  buttboard  after  hearing 
about  it  from  a  friend  who  also  had  back  trouble.  Now 
the  New  York  State  buttboard  can  be  found  under- 
neath other  government  officials,  newspaper  report- 
ers, talk  show  hosts,  almost  anyone  the  governor 
meets  who  has  a  back  problem. 

But  the  buttboard  is  only  part  of  the  governor's  back 
program.  He  also  sleeps  with  a  board  under  his  mat- 
tress and  does  daily  yoga  exercises  to  strengthen  his 
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Governor  Mario  Cuomo  and  official  buttboard 
The  seat  of  power. 


back  muscles  and  stretch  his  spine.  "It's  like  magic," 
says  the  governor. 

He  makes  greatest  use  of  the  buttboard  in  the  car. 
He  places  it  on  the  seat  beneath  him  and  straps  his 
seat  belt  tightly  around  his  waist.  The  combination 
provides  firm  support  for  the  back.  "And,  of  course, 
seat  belts  are  lifesavers,"  he  says.  "Tell  people  to  wear 
their  seat  belts."— B.K. 


slimming  down  will  help.  Heavy  lift- 
ing is  what  white-collar  jobs  are 
meant  to  escape,  but  if  you  must  heft 
something  heavy,  hold  it  close  to  your 
body.  When  bending  down,  even  to 
pick  up  a  newspaper,  always  bend 
your  knees.  (That's  the  cardinal  rule 
of  back  health.)  When  driving,  supply 
your  own  firm  car  seat  and  move  as 
close  to  the  steering  wheel  as  is  com- 
fortable. On  long  trips,  stop  occasion- 
ally and  stretch  your  legs. 

When  back  pain  strikes  Jeffrey 
Hooke,  a  vice  president  at  Wertheim 
&.  Co.,  it  leaves  him  hobbled  for  days. 
"\  manage  my  problem  by  being  con- 
stantly alert,"  Hooke  says.  "I  stand 
when  I  talk  on  the  telephone  so  I'm 
not  sitting  too  long.  I  exercise  in  the 
morning.  I  stretch  before  I  play  squash 
or  tennis.  Years  of  experience  have 
made  me  an  expert." 

Exercise  is  fundamental  to  recov- 
ery. Says  Dr.  Hans  Kraus,  who  treated 
John  F.  Kennedy  and  film  director 
Robert  Altman,  "Anti-inflammatory 
pills  and  other  drugs  are  usually  an 
excuse  for  not  approaching  the  prob- 


lem. I  like  to  get  people  mobilized." 

Says  a  partner  in  a  New  York  engi- 
neering firm  whose  back  problems 
lasted  three  years  and  finally  put  him 
in  traction  for  six  weeks,  "Even  when 
I  got  up  from  traction,  my  back  hurt. 
At  that  point  I  reconciled  myself  to 
having  surgery,  but  my  wife  wouldn't 
let  me.  So  I  started  hanging  upside 
down  from  an  inversion  bar,  doing 
back  curls  and  leg  raisings,  and  I  mean 
doing  it  every  day.  Within  a  few 
months  I  was  able  to  walk  without 
pain  shooting  down  my  leg." 

The  American  Medical  Association 
recommends  a  combination  of  two 
types  of  back  exercises,  those  that 
strengthen  the  stomach  muscles  and 
those  that  tilt  the  pelvis.  Swimming, 
either  the  backstroke  or  the  crawl,  is 
also  good  exercise.  Says  Dr.  Root, 
"Your  back  suffering  can  only  be  re- 
lieved and  prevented  by  strengthening 
the  muscles  that  support  your  spine 
and  by  stretching  the  contracted  mus- 
cles that  strain  your  spine."  For  com- 
plete explanations  and  illustrations  of 
back  exercises  consult  the  American 


Medical  Association's  Guide  to  Back 
Care  or  Oh,  My  Aching  Back  by  Leon 
Pvoot,  M.D.  and  Thomas  Kiernan. 

Some  back  conditions,  of  course, 
can't  be  managed  by  exercise  and  life- 
style changes  alone.  If  your  pain  is 
caused  by  rheumatoid  or  other  types 
of  arthritis,  you  need  a  doctor's  care. 
But  you  can  still  benefit  from  exer- 
cises. Two  other  conditions — sciatica, 
severe  pain  in  the  lower  back  that 
radiates  down  the  legs,  and  lumbago, 
severe  pain  in  the  lower  back  along 
with  a  "locking"  sensation  and  mus- 
cle spasms — must  be  treated  by  a  doc- 
tor. And  anyone  who  has  suffered  an 
accident  or  sudden  trauma  should  get 
help  immediately. 

But  desk-bound  executives  whose 
back  pain  comes  and  goes  should  try 
self-therapy.  If  you  don't  improve  af- 
ter a  few  months  or  you  begin  to  feel 
worse,  then  see  your  doctor.  Says  Dr. 
Root,  "There  are  so  many  people  with 
back  pain.  If  everybody  who  had  it 
went  to  the  doctor,  there  wouldn't  be 
enough  doctors  to  see  them  all." 


Careers 


Over  45  and  recently  "outplaced'?  Fran- 
chisors have  some  deals  for  you . . .  and 
some  of  them  might  even  make  sense. 


Managers 
in  chains 


By  Janet  Bamford 


T|he  middle  management  ranks 
of  corporate  America  resemble 
the  survivors  of  Verdun  these 
days.  And  with  the  woods  full  of 
stunned,  jobless  executives — many 
with  handsome  severance  packages  in 
their  kits — it's  boom  time  again  in  the 
franchising  game.  With 
every  new  wave  of  white- 
collar  layoffs,  new  fran- 
chises bob  up,  from  cook- 
ie parlors  to  video  rental 
shops. 

In  1979  there  were 
1,459  kinds  of  franchising 
businesses.  In  1984,  the 
latest  year  for  which  data 
are  available,  the  number 
had  risen  to  1,942.  In  all,  a 
total  of  328,812  franchise 
ventures  are  operating  in 
the  U.S.,  up  from  260,555 
in  1981.  (That  total 
doesn't  include  automo- 
bile dealerships,  gasoline 
service  stations  or  soft 
drink  bottlers.)  And  few 
doubt  that  more  executive 
layoffs  are  a  major  factor. 
Says  Carol  Green,  chair- 
man of  Denver's  Fran- 
chise Network:  "The  best 
market  for  potential  fran- 
chisees is  coming  out  of 
middle  management 
ranks." 

It  figures.  They  usually 
have  money  enough — 
ii'om  severance  and  sav- 
in,\',s — to  buy  a  franchise 
aud  survive  with  it  until  it 
is  supposed  to  pay  off. 


And  for  people 
second  chance, 


casting  about  for  a 
franchising  seems  a 
perfect  compromise.  Starting  a  busi- 
ness from  scratch  is  often  viewed  as 
too  risky  by  businessmen  used  to  the 
corporate  cocoon. 

"With  a  good  franchisor,  someone 
has  already  made  the  mistakes  and  is 
there  for  a  franchisee  when  he  runs 


Gudi  a?id  Ted  Yengling  in  their  Neii'hurgb.  Ind.  office 
The  personnel  agency  franchise  finally  paid  off. 


into  a  situation  he  doesn't  know  ho 
to  handle,"  says  John  James,  directc 
of  entrepreneurial  services  for  Arthi 
Young  in  Houston.  And,  he  poin 
out,  a  corporate  team  player  may  t 
better  suited  to  franchising  than  a 
entrepreneurial  maverick,  who  ma 
chafe  at  the  rules  and  procedures  an 
franchisor  will  impose  on  him. 

Does  franchising  make  sense  fc 
those  who  have  been  mustered  out  ( 
pinstripes?  If  you  believe  the  Con 
merce  Department,  run,  don't  walk  t 
your  nearest  franchisor.  Commerc 
reports  that  only  3.2%  of  franchise 
were  discontinued  in  1984,  less  tha 
the  failure  rate  for  ordinary  busines: 
es.  But  that  raw  datum  alone  isn 
conclusive.  It  doesn't  include  frar 
chises  that  are  sold  to  another  oper; 
tor  or  sold  back  to  the  parent  franch 
sor,  often  at  distress  prices.  Nor  doe 
it  include  franchises  that  are  struj 
gling,  barely  kept  alive  by  overworke 
owners  hoping  to  hang  on  Ion 
enough  to  sell  out  to  some  other  co 
porate  refugees. 

Still,  there  is  no  doubt  that  for  som 
the  franchise  life  is  a  good  one.  Tak 
Ted  Yengling,  47,  a  former  B.F.  Gooc 
rich  marketing  and  sale 
executive.  His  job  wa 
eliminated  in  1981,  afte 
he  spent  13  years  with  th 
firm.  Yengling  at  firs 
took  a  job  with  a  plastic 
company  in  southern  Ir 
diana,  but  he  harbored  th 
idea  of  being  in  busines 
for  himself.  Yengling  an 
his  wife  eventually  decie 
ed  to  buy  a  local  Dunhi 
Personnel  franchise  i 
1983  for  $25,000  ($15,00 
of  it  was  financed  by  th 
franchisor). 

Yengling  spends  muc 
of  his  time  on  the  tele 
phone  recruiting  and  plat 
ing  employees  all  over  th 
country.  "I  wanted  some 
thing  that  took  a  minims 
capital  outlay,"  says  Yer 
gling.  The  firm  ha 
warned  him  that  it  woul 
take  six  months  to  stai 
making  money,  and  i 
took  almost  that  lonj 
"We  only  had  enoug 
money  to  live  on  for  si 
months.  And  it  was  reall 
close.  At  the  end  of  th 
fourth  month  I  called  th 
unemployment  office  t( 
inquire  about  jobs  for  my 
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I  ompelled  to  improve  road  safety  be- 
I  ond  the  requirements  of  the  law.  And 
leyond  the  efforts  of  other  car  makers. 

Our  goal  was  simple:  increase 
f  action,  even  in  the  most  hazardous 
i  riving  conditions. 
'    As  a  result,  we  developed  the  "On 
;|)emand""'  Four  Wheel  Drive  system. 
IShe  ability  to  shift  power  from  the  front 
1  /heels  to  all  four  wheels  at  the  oush  of 


self,"  he  says.  But  that  r^"^' 
month  job  placements 
started  coming  in,  and 
Yengling  was  on  his 
way. 

He  hasn't  struck  it 
rich,  but  he  says  :ic's 
comfortable.  Last  year 
Yengling  netted  about 
$70,000  from  his  busi- 
ness. At  his  old  job  he 
made  $4,S,000.  "That 
goes  further  than  you 
might  think  with  the 
cost  of  living  here,"  he 
says. 

Making  a  franchise 
pay,  of  course,  means 
that  you  have  to  do  a 
lot  of  the  work  your- 
self, perhaps  more 
work  than  most  man- 
agers have  been  used 
to.  "You  should  ask 
yourself,  if  I  buy  a  doughnut  fran- 
chise, do  I  really  want  to  get  up  at  4 
a.m.  to  make  the  doughnuts?"  sug- 
gests Robert  Kushell,  a  Glen  Cove, 
N.Y.  franchise  consultant. 

Roger  Collins,  45,  a  Denver  franchi- 
see of  Stop  &.  Go  Printing,  bought  his 
business  five  months  ago.  It  is  a  small, 
commercial  printing  shop,  where  he 
prints  business  cards,  letterheads, 
menus  and  the  like.  He 
had  been  with  Sears,  Roe- 
buck &.  Co.  for  over  20 
years,  most  recently  as  a 
store  merchandise  manag- 
er. "I'm  lucky  because  I 
was  able  to  use  severance 
pay  and  other  benefits  to 
help  finance  the  busi- 
ness," says  Collins.  He 
has  had  success  earlier 
than  he  expected.  Al- 
though he  was  prepared  to 
starve  for  six  months,  he 
found  himself  exceeding 
his  projections  in  his  sec- 
ond month  in  business. 

But  Collins'  success  has 
not  come  without  sacri- 
fice. On  July  3,  for  exam- 
ple, a  client  wanted  some- 
thing printed  for  the  next 
day — the  Fourth  of  July. 
Collins  was  at  his  shop 
until  4  a.m.  finishing  the 
job.  The  day  Forbes  spoke 
with  him  he  expected  to 
be  at  work  until  2  a.m. 

But  buscing  your  butt 
isn't  always  enough.  Jim 
Pollock,  a  Harvard-edu- 
cated lawyer,  M.B.A.  ?nd 
former  general  counsel  of 
Parsons  Corp.,  the  engi- 
neering and  construction 


Roger  Collins  i>i  his  Stop  &  do  Frimiiig  fniiichise  in  Do 
Longer  hours  than  his  days  at  Sears. 


firm,  ran  into  another  problem.  Re- 
member Command  Performance,  the 
hair-cutting  salons  of  a  few  years 
back;  Pollock  and  a  few  investors 
bought  their  own  chain  of  13  in  the 
greater  Los  Angeles  area.  Pollock  be- 
gan investing  in  1978,  originally  as  a 
sideline,  but  he  soon  found  that  run- 
ning a  franchise  is  not  a  part-time 
occupation. 


Real  estcile  kiuyer  Jnii  I'olivck  at  La  Jolla  site 
His  franchisor  went  bust — and  so  did  he. 


All  was  well  until 
the  parent  company 
got  into  trouble  and 
filed  for  Chapter  1 1  in 
I98I.  "We  were  able  to 
hold  out  for  some 
time,"  Pollock  says, 
"but  the  bankruptcy 
court  ruled  we  had  to 
continue  paying  6%  of 
revenues  as  a  royalty 
payment,  even  though 
we  weren't  receiving 
any  services  from  the 
franchisor.  And  our 
employees  and  banks 
got  nervous  when  they 
heard  that  Command 
Performance  would  be 
going  into  Chapter  11." 

Other  problems 
plagued  Pollock's  busi- 
ness, which  at  its 
height  employed  about 
140  people.  Pollock  and  other  franchi- 
sees believed  that  Command  Perfor- 
mance had  made  false  financial  dis- 
closures and  sued  the  company.  That 
case  IS  still  pending.  In  the  meantime, 
Pollock,  who  had  personally  guaran- 
teed some  leases  and  bank  lines  of 
credit,  was  forced  to  declare  personal 
bankruptcy.  He  has  since  relocated 
from  Los  Angeles  to  the  San  Diego 
area  and  started  over — as  a 
real  estate  lawyer.  Ironi- 
cally, as  a  sideline.  Pol- 
lock is  now  representing 
franchisees.  "I'm  some- 
thing of  an  expert  on 
this,"  he  says.  "It  was  the 
most  expensive  education 
you  could  get." 

Pollock  had  researched 
Command  Performance 
before  investing,  but  not 
enough.  "I  thought  I 
touched  all  the  right  bas- 
es," he  says,  "but  in  retro- 
spect I  didn't  have  the  fog- 
giest idea  of  what  was  go- 
ing on."  He  talked  to 
other  franchisees  and  got 
glowing  recommenda- 
tions for  the  company.  He 
also  questioned  the  firm 
about  outstanding  litiga- 
tion. "They  explained  it 
away,"  Pollock  says.  His 
advice  to  anyone  thinking 
of  buying  a  franchise  is 
simple:  "Unless  it  was 
one  of  the  well-known  ex- 
isting franchises,  like 
McDonald's  or  Wendy's, 
don't.  But  if  you  see  some- 
thing that  looks  like  a 
good  business  to  start,  go 
ahead  and  start  it."  ■ 
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TO  KINDLE  A  GREAT  FIRE,  BEGIN  WITH  A  BRILLIANT  SPARK. 


Every  quality  diamond  of  a 
carat  or  more  is  one  of  natures  rarest 
and  most  exquisite  phenomena— 
with  more  fire^  more  sparkle  and 
scintillation. 

Each  is  a  visible  reflection  of 
you.  Unique  in  all  the  world; 


possessing  four  characteristics  that 
set  it  apart  forever.  They  are  called 
the  4@s:  Cut;  Colot;  Clarity  and 
Carat -weight.  These  determine  the 
value  of  a  diamond— and  to  an 
astonishing  degree^  the  beauty  and 
value  of  your  jewelry. 


Your  jeweler  is  the  expert 
where  diamonds  are  concerned. 
His  knowledge  can  help  make  the 
acquisition  of  a  quality  diamond 
of  a  carat  or  more  the  beautiful, 
rewarding  experience  it  should  be. 

A  diamond  is  forever. 


The  ring  shown  features 

a  quahty  diamond  of  2.66  carats. 

For  more  information,  call 

1-800-421-9631; 

In  CA,  call  213-837-9135. 


A  QUALITY  DIAMOND  OF  A  CARAT  OR  MORE. 
AFIRE  RARELY  SEEN. 
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Waller  Cakhan 


/RS  Commissioner  Laurence  Gihhs 

Waltzing  through  the  office  shovMng  "Hook-em,  'Horns. 


Give  me  an  A-U-D-I-T ! 


Taxpayers'  expectations  are  high," 
says  Lawrence  B.  Gibbs,  the  new 
commissioner  of  the  Internal  Reve- 
nue Service,  who  turns  48  this  month. 
Gibbs  refers  to  a  warm  feehng  he 
senses  among  the  citizenry  toward 
the  tax  bill  that's  being  hammered  out 
in  Congress.  "But  after  the  law  is 
passed,"  he  says,  "taxpayers'  attitudes 
will  depend  on  how  the  IRS  imple- 
ments it." 

When  Gibbs,  a  former  partner  in  a 
corporate  tax  law  firm  in  Dallas,  was 
sworn  in  as  head  of  the  IRS  earlier  this 
month,  he  took  over  a  mammoth  ef- 
fort to  rewrite  and  simplify  every- 
thing from  taxpayer  forms  to  software 
for  IRS  computers.  Does  he  really  care 
about  what  taxpayers  think  of  the 
IRS?  The  last  time  he  worked  at  the 
agency,  during  the  1970s,  as  assistant 


commissioner  responsible  for  inter- 
preting tax  rules,  he  gave  taxpayers  a 
break  by  significantly  shortening  the 
time  it  took  the  IRS  to  act  on  private 
letter  rulings — requests  for  special  in- 
terpretations of  the  tax  code. 

But  Gibbs  clearly  cares  more  about 
collecting  taxes  than  "taxpayers'  atti- 
tudes." A  natural  motivator,  Gibbs, 
Kansas-bom  and  Texas-bred,  is  re- 
membered at  IRS  headquarters  for  ral- 
lying the  troops  by  waltzing  through 
the  commissioner's  office  shouting 
"Hook-em,  'Horns,"  the  football 
cheer  at  the  University  of  Texas — his 
law  school  alma  mater — while  mak- 
ing the  sign  of  the  Texas  Longhoms 
with  his  index  finger  and  pinky. 

A  cheerleader  could  be  just  what 
the  IRS  needs.  Right  now  it  audits 
only  1.3%  of  returns  a  year,  down 


from  2.5%  a  decade  ago.  Congress  re- 
cently popped  for  a  15%  increase  in 
the  number  of  auditors  at  the  agency, 
to  19,500,  begirming  Oct.  I.  For 
Gibbs,  that's  only  a  start.  Says  he: 
"Folks  are  beginning  to  understand  it 
is  foolish  to  cut  back  on  the  IRS  and 
refuse  money  coming  into  the  federal 
government."  — Lisa  M.  Keefe 


The  last  burrah? 

I'm  curious  about  it,"  admits 
Crown  Cork  &  Seal's  80-year-old 
Chairman  John  F.  Connelly  in  a  weak 
and  raspy  voice.  "But  for  the  moment 
we're  just  going  to  wait  and  see." 

That's  all  he'll  say  about  the  pro- 
posed $570  million  acquisition  of 
American  Can's  SI. 7  billion  (sales) 
packaging  operations  by  Triangle  In- 
dustries. Only  a  year  ago  Triangle 
leaped  from  obscurity  as  a  marginal 
producer  of  jukeboxes  and  vending 
machines  with  a  Drexel  Bumham 
Lambert-engineered  leveraged  take- 
over of  $1.9  billion  (sales)  National 
Can.  The  American  deal  would  make 
Triangle  king  of  beverage  cans  in  mar- 
ket share  (about  30% )  and  would  shift 
the  spotlight  for  investors  to  third- 
ranked  Crown  (some  10%).  Second- 
ranked  Continental  Can  (maybe  15% 
to  20%)  went  private  two  years  ago. 

How  does  Crown  stand  to  gain  from 
Triangle's  move?  With  tight-lipped, 
tight-fisted  Connelly  at  the  helm  for 
the  past  29  years,  Crown  has  long 
been  the  industry's  low-cost  produc- 
er. American  is  one  of  the  highest- 
cost  producers,  particularly  after  a 
costly  labor  settlement  in  February. 
Since  Triangle  is  highly  leveraged. 
Crown,  which  is  virtually  debt-free,  is 


John  Connelly  of  Crouti  Cork  &  Seal 
Smile,  you're  in  the  spotlight. 
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also  protected  from  a  price  war  initiat- 
ed by  the  competitor. 

Might  Triangle  Industries  make  a 
pass  at  Crown?  If  it  offered  cash,  Con- 
nelly would  make  a  killing.  This 
blacksmith's  son  who  never  went  to 
college  is  worth  over  $150  million  in 
Crown  stock.  But  Connelly  shows  no 
more  interest  in  selling  than  he  does 
in  yielding  to  the  aging  process.  He 
has  long  been  buying  in  Crown  stock. 
Besides,  it  was  Connelly  himself  who 
orchestrated  a  raid  on  Crown  Cork 
that  put  him  in  control  back  in 
1957.— Geoffrey  N.  Smith 


Wall  Street's 
Rodney  Dangerfield? 

In  mergers  and  acquisitions,  Merrill 
Lynch  didn't  seem  to  get  any  re- 
spect. In  the  last  few  years  Merrill's 
M&A  folks  were  red-faced  after  mak- 
ing a  $2.3  billion  bid  they  couldn't 
afford,  then  being  outbid  or  shut  out 
of  much-desired  participations  in  ma- 
jor takeover  battles.  "Second  tier," 
says  Perrin  Long,  noted  Wall  Street 
observer. 

Ken  Miller,  43,  Merrill's  managing 
director  in  charge  of  mergers,  has  been 
fighting  that  Rodney  Dangerfield  im- 
age since  1978,  when  Merrill  acquired 
White  Weld,  where  he  was  a  partner. 
Finally  he  is  winning.  According  to 
Mergers  &  Acquisitio7vs  magazine,  Mer- 
rill tied  Drexel  Bumham  for  second 
place  in  its  first-half  merger  rankings, 
behind  front-runner  Goldman,  Sachs 
but  beating  out  perennials  Morgan 
Stanley  and  Shearson  Lehman.  Last 
year  Merrill  ranked  seventh.  In  the 
first  half  of  1986  Miller's  group  took 
in  revenues  estimated  at  over  $100 
million,  compared  with  $80  million 
for  all  of  1985. 

How  did  he  do  it?  How  else?  He 
bought  his  way  into  the  market. 
Miller  has  recruited  heavily  from 
firms  like  Lehman  Brothers  and  La- 
zard  Freres  and  now  heads  a  staff  of 
90,  up  from  38  in  1984. 

Beyond  the  headhunting,  though. 
Miller  made  some  large  bets  with 
Merrill's  money.  Should  the  recently 
proposed  $1.8  billion  buyout  of  Frue- 
hauf  Corp.  go  through.  Miller  would 
invest  $375  million  as  a  bridge  loan  in 
return  for  stock,  and  float  junk  bonds. 
Wall  Street's  response  to  Merrill's  le- 
veraged deals?  "They  denigrated  it  at 
first,"  he  says,  "like  they  denigrate 
everything  new  Merrill  does." 

Miller  learned  about  risking  capital 
after  being  graduated  from  Harvard 
Law  School  in  1969.  While  classmates 
headed  to  Wall  Street,  Miller  started 
Urban  National  Corp.,  a  Boston  ven- 


Merrill  Lytich's  Ken  Miller 

"They  denigrate  everything  new  Merrill  does/ 


ture  fund  to  back  minority  compa- 
nies. Since  1972  the  fund  has  tripled 
its  initial  capital,  some  of  it  his,  to 
$30  million. — Matthew  Schifrin 


How  often  matters, 
not  how  long 

In  the  time  it  takes  you  to  read  this 
piece,  Leonard  Lavin  can  air  four 
15-second  commercials  for  V05  hair 
dressing,  Static-Guard  or  Mrs.  Dash 
seasoning.  Lavin,  66,  founder  and 
chief  executive  of  Alberto-Culver  Co. 
(1985  sales,  $368  million),  which 
makes  those  products,  pioneered  the 
"split-30s" — back-to-back  15-second 


spots  for  separate  Alberto-Culver 
products — four  years  ago  to  get  the 
most  out  of  his  $75  million  ad  budget, 
90%  of  which  goes  to  TV. 

Fifteen  seconds  of  air  time  obvious- 
ly cost  less  than  30,  but  do  they  work 
as  well?  Yes,  says  Lavin,  who  has 
surely  done  more  15-second  ads  than 
any  other  advertiser.  He  first  tried 
short  spots  in  Puerto  Rico,  where,  af- 
ter a  year,  sales  of  Alberto-Culver's 
Sugar  Twin  and  V05  shampoo  went 
up.  Mrs.  Dash  has  been  doing  well  in 
seasonings  by  using  the  15s,  and  Al- 
berto Mousse  is  a  strong  second  to 
L'Oreal,  which  advertises  its  mousse 
heavily  with  30-second  ads.  Lavin's 
conclusion:  It  is  the  frequency  of  a 
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Leonard  iMi'in  oj  Albertu-CuU'er 

"You  have  to  home  right  in  on  the  selling  features." 


Burger  King  has  a 
consuming  need  to 
know  what  4  million  people 
are  eating  every  day  in 
their  restaurants  all  over 
the  country 

And  what  new  products 
they're  taking  a  liking  to. 

And  what  promotions 
and  advertising  are  bringing 
the  people  in. 

How  does  Burger  King 
keep  up  with  what's  cooking 
at  all  times? 

With  information. 
Clear,  accurate  data 
collected  every  night  of 
the  week. 

They  use  AT&T  W^r5 
to  collect  it. 

With  the  support  of 

AT&T  people, 
Burger  King 
maintains 
a  national 
store-polling 
operation. 
Every  night, 
they  gather 
idua.  Jin  their  company- 
owned  restaurants  all  over 
the  country 

To  find  out:  what's 
selling?  at  what  hours?  in 

•£)  1986  AT&T 


what  volume?  which  promo- 
tions are  working?  how  the 
new-product  introduction 
is  doing? 

Why  did  Burger  King 
choose  AT&T  W^rS? 
Because  AT&T 
gives  them  the  high-quality 
data  transmission,  along 


with  the  reliability  and 
cost- effectiveness  they 
essential  to  a  successfu 
operation. 

Also,  because  only 
AT&T  W^re  comes  wit 
the  people  of  AT&T  wh< 
work  with  customers  to 
meet  their  changing  ne 


•n  an  ongoing  basis. 
And  because,  when  you 
r\.  add  up  all  the  benefits 
.f  AT&T  WATS,  the  bottom 
ine  comes  out  to  be  a  far 
[reater  value  for  business. 

If  your  business  is 
widely  dispersed  across  the 
ountry  and  you  need  to 


rely  on  clear,  accurate 
transmission,  we  suggest 
using  AT&T  WATS.  For 
voice,  as  well  as  data. 

For  more  information, 
talk  with  your  account 
executive  at  AT&T  or  one 
of  our  sales  specialists 
at  1  800  222-0400. 


ATbT 

The  right  choice. 


Faces 

Behind  the  Figures 


message,  not  its  length,  that  counts. 

Lavin  had  to  fight  to  get  his  spots  on 
the  air.  The  networks  balked  at  first, 
fearing  commercial  "clutter"  that 
would  offend  viewers.  Today  split-30s 
account  for  20%  of  all  network  ads, 
and  this  fall  networks  will  air  the  first 
15-second  stand-alone  ads. 

Are  shorter  commercials  harder  to 
make?  "It  simply  means  you  have  to 
home  right  in  on  the  selling  features 
of  a  product,"  says  Lavin,  who  was 
also  the  first  advertiser  to  push  for  30- 
second  spots,  in  1963,  when  60-sec- 
ond  commercials  were  standard.  "It 
requires  the  creative  person  to  work 
harder." — Jan  Parr 


Deja  vu? 

Two  years  ago  Philip  Brinkerhoff 
was  looking  for  work.  As  chief 
lending  officer  at  Los  Angeles-based 
Financial  Corp.  of  America,  Brinker- 
hoff was  forced  out  of  his  job  soon 
after  his  boss.  Chief  Executive 
Charles  Knapp,  was  thrown  out  by 
bank  regulators  following  Fincorp's 
crash  in  1984,  in  which  it  reported  the 
biggest  loss  ever  for  a  thrift  (Forbes, 
July  30,  1984). 

Where  does  someone  like  Brinker- 
hoff look  for  a  fresh  start?  At  another 
thrift,  of  course — this  one  in  such  bad 
shape  that  even  financial  scavenger 
Ivan  Boesky  rescinded  a  bid  he  made 
for  it,  figuring  not  even  he  could  help 
the  forlorn  institution.  The  thrift  in 
question  is  California's  Financial 
Corp.  of  Santa  Barbara  (no  kin  to  the 
other  Fincorp),  which  by  1984  had  lost 
money  four  years  in  a  row  and  was 
down  to  only  $4.2  million  in  equity. 

You  wouldn't  recognize  the  place 
today.  FCSB  is  now  profitable,  earning 
$9.4  million  through  the  first  half  of 
1986.  Assets  are  up  to  $4  billion,  from 
$2.9  billion  when  Brinkerhoff  took 
over,  and  shareholders'  equity  stands 
at  $29  million.  Brinkerhoff's  reward: 
stock  options  so  far  worth  $2.5  mil- 
lion, on  top  of  salary  and  bonus  last 
year  of  nearly  $800,000. 

The  winning  strategy?  Brinkerhoff 
closed  branches,  sold  fixed-rate  loans 
and  ended  real  estate  developments. 
But  to  get  profits  flowing,  he  assem- 
bled complex  mortgage  banking  deals 
with  fat  fees  and  interest  rate  spreads 
that  composed  nearly  all  of  FCSB's 


FCSB  's  Philip  Brinkerhoff 

But  what  if  interest  rates  rise? 

first-half  profits.  Most  of  the  fancy 
new  deals  involve  selling  debt  obliga- 
tions that  are  backed  by  mortgage- 
backed  securities  like  Ginnie  Maes 
and  Freddie  Macs. 

But  Brinkerhoff,  43,  a  Harvard-edu- 
cated lawyer,  isn't  out  of  the  woods.  If 
interest  rates  should  rise,  the  value  of 
fixed-rate  securities  he  has  to  use  as 
collateral  for  his  deals  would  fall,  and 
FCSB  would  be  forced  to  put  up  more 
securities  or  deposits.  Now  FCSB  has 
$1  billion  in  mortgage-backed  securi- 
ties— 25%  of  all  assets — pledged  as 
collateral. — John  Heins 


Bringing  back  Bozo 

You've  got  Care  Bears,  Berenstain 
Bears,  Smurfs  and  Snorks,"  says 
fast-talking  Larry  Harmon,  61,  a.k.a. 
Bozo,  The  World's  Most  Famous 
Clown,  and  owner  of  Larry  Harmon 
Pictures  Corp.  (1985  sales,  $10  mil- 
lion). "In  five  years,  who  will  remem- 
ber them?"  In  the  change-a  minute 


world  of  character  licensing,  where 
most  characters  have  a  three-year  life 
span,  few  make  it  to  Bozo's  ripe  old 
age  of  46. 

Bozo  has  had  his  share  of  disap- 
pointments through  the  years.  Bom  in 
1940  when  Capitol  Records  created 
the  clown's  voice  for  children's  rec- 
ords. Bozo  became  a  major  act  in  1949 
when  Capitol  hired  Harmon,  then  a 
struggling  actor,  to  create  a  Bozo  for 
TV.  In  the  early  1950s  Harmon 
bought  the  rights  to  Bozo,  and  by  the 
mid-1960s  had  licensed  600  Bozo 
products,  including  a  stillborn  restau- 
rant chain.  Bozo's  Big  Top. 

Alas,  the  good  times  didn't  last.  In 
the  mid-1970s  the  children's  market 
was  Muppet-ized.  By  the  early  1980s, 
when  character  licensing  took  off. 
Bozo  was  a  has-been.  "People  told  me, 
'We  have  to  go  with  what's  new,'  " 
says  Harmon,  whose  company  is 
based  in  Hollywood. 

All  that  may  now  be  changing.  A 
wave  of  nostalgia  has  brought  back 
old  characters,  such  as  Godzilla,  in  a 
big  way,  and  Harmon  aims  to  capital- 
ize on  that  trend.  Just  recently  he 
signed  15  new  deals  worth  $5  million, 
licensing  manufacturers  for  every- 
thing from  Bozo  telephones  to  inflat- 
able dolls  and  $400  gold-leafed  porce- 
lain Bozos. 

Next  up  is  a  new  line  of  characters 
Harmon  dubs  BozoStuffs — Bozo's  rel- 
atives, with  names  like  Bozette  and 
Bozorina.  "They  are  the  First  Family 
of  clowns,"  says  Harmon,  straight- 
faced,  in  his  New  York  apartment  ap- 
pointed with  bright  red  shag  carpet 
and  metallic  amber  wallpaper,  "from 
Bozopolis." — Lisa  Gubemick 


\nhur  Sirdofsto 


Bozo  Bendy.  Uvry  Harmon  and  associate  in  Bozo  Mask,  of  Latry  Harmon  Pictures 
Care  Bears  and  Smutfs  are  the  past.  BozoSti^s  are  thefuture. 
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»tch  the  Spirit 


American  spirit 
venturous.  Vital  Resourceful. 
?  very  heart  of  the 
erican  story. 


le  history  of  America  is  far 
siting  and  revealing  tlian  tlie 
jook  tales  of  Presidents  and 
.  It  is  a  fabulous  drama.  Burst- 
1  triumphs  and  tragedies.  Victo- 
I  Mures.  Authentic  heroes  and 
authentic  villains.  It  is  the 
an  spirit  come  to  life.  Exciting 
Rewarding  to  discover, 
ne  magazine,  AMERICAN 
GE,  has  been  telling  the  story  of 
erican  adventure  for  more  than 
ecades.  And  it  tells  it  with  style, 
t  year,  AMERICAN  HERITAGE 
I  nored  with  two  of  publishing's 
)veted  prizes — the  National 
lie  Awards  for  General  Excel- 
nd  for  our  single-topic  issue  on 
an  Medicine. 

/ritten  by  some  of  the  most  cele- 
and  lively  authors  of  our  day, 
CAN  HERITAGE  is  the  best  known 
)st  respected  chronicler  of  the 
!;an  spirit  and  the  lessons  of  our 
.  Meticulously  researched  in 
ion's  archives  and  beautifully 
3d,  it  is  a  treasure  of  rare  paint- 
hotographs,  maps,  and  letters, 
led  six  times  a  year,  AMERICAN 
\GE  explores  all  aspects  of  our 
jic  past,  from  the  Founding 
s  to  the  politicos  in  smoke-filled 
,  from  the  birth  of  Hollywood 
golden  age  of  advertising,  from 
ttle  of  Iwo  Jima  to  the  Treaty  of 
les,  from  Mississippi  riverboats 
1  in  space. 

]atch  the  spirit  of  America  in 
CAN  HERITAGE.  It's  the  perfect 
>r  you  and  your  family  to  expand 
nowledge  and  understanding  of 
untry  that  is,  in  Lincoln's  words, 
ast,  best  hope  of  earth." 

Also  available  in  B.  Dalton 
sellers,  Waldenbooks,  and 


AMERICA 


ERITAGE 


^   A"^  ^  O /  regular  subscription  rate  and  receive  our 

^^/Vv/  IH  Guide  to  America's  Greatest  Historic  Places 


absolutely  free  with  your  paid  subscription. 


American's 

^^ERITAHEi 


YES! 


.  Please  send  me  the  next  eight  months  of  AMERICAN  HERITAGE 
(four  issues)  for  only  S12.00. 
□  Payment  Enclosed    □  Bill  me 


Name. 


Address . 


City 


60  Fifth  Avenue  •  New  York,  NY  10011 


State . 


Zip 


0508 


FINANCIAL  INFORMATION 
SO  INSIDE,  IT'S  ALMOST 


OF  THE  BOARD. 


When  it  comes  to  your  investments, 
'time  is  money"  is  not  a  cliche. 
It's  gospel.  The  longer  it  takes 
you  to  find  out  what  insiders  know, 
the  more  it  costs  you.  That's  why  it 
pays  to  watch  Financial  News 
Network  on  cable  television. 

From  6am  to  7:30pm,  Monday 
through  Friday,  FNN  provides  a 
constant  stream  of  news  as  well  as 
stock,  bond  and  commodity 
updates  and  analyses. 


There  are  commentaries  and 
interviews  with  personalities  who 
are  a  veritable  "who's  who"  of 
business,  economics  and  personal 
finance.  There  is  also  FNN's 
continuous  coverage  of  NYSE 
and  AMEX  trading,  plus  the  only 
NASDAQ  "over  the  counter" 
stock  ticker  anywhere.  And  it's 
all  live  and  immediate.  In  fact, 
when  news  breaks,  FNN 
viewers  know  it  and  can  use 
it  within  minutes. 
That's  about  as  inside 
as  you  can  get. 


Another  benefit.  FNN  viewers  can 
also  purchase  DBC/MarketWatch 
services  for  real  time  stock  and 
option  quotes  direct  to  their 
personal  computers. 


FINANCIAL  NEWS  NETWORK 
AS  INSIDE  AS  YOU  CAN  GET 

So  tune  in  FNN  today. 
Consult  your  local 
cable  listings  for  the 
FNN  channel  or  call 
your  cable  operator. 


The  ForbesAVUshire  5000  Review 


Edited  by  Steve  Kichen 


Cheap  stocks  did  well.  While  many  high-priced  issues 
have  lately  been  pummeled  down,  low-P/E  investors  have 
been  rewarded  handsomely  by  Wall  Street.  Over  the  last 
52  weeks,  for  example,  low-P/E  stocks  (under  5)  have  gone 
up  31%,  compared  with  only  15%  for  the  high-P/E  (over 
25)  issues. 

Investors,  blaming  slumping  bond  prices  and  a  weak 
economy,  continue  to  push  stock  prices  down.  Hardest  hit 
over  both  the  latest  two-  and  four- week  periods  have  been 


the  smaller,  more  speculative  issues  and  the  energy 
stocks.  The  Nasdaq  has  fallen  2.7%  during  the  last  ten 
trading  days  and  9.9%  over  the  last  four  weeks,  while  the 
Amex  has  fallen  2.5%  and  8.3%  during  the  same  periods. 

Meanwhile,  the  overall  market,  as  measured  by  the 
Wilshire  index,  went  down  1.1%  during  the  latest  two- 
week  period  and  currently  sells  at  a  price/earnings  multi- 
ple of  17.3,  its  cheapest  multiple  since  late  May,  when  it 
was  selling  at  17.4  times  earnings. 


Closeup  On  The  Equity  Markets 


Performance  of  six  leading  indexes 

Percent  change 

Wilshire 
5000 

Forbes 
500^ 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

-7.1 

-6.4 

-7.2 

-6.5 

-8.3 

-9.9 

in  last  52  weeks 

21.6 

19.1 

30.3 

22.0 

11.1 

21.7 

Stock  performance  tiased  on  six      investor  yardsticks 

Percent  change 

Company  size 

Volatility* 

P/E  multiple 

Dividend  yield 

Growth  profile'* 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

-6.8 

-6.1 

-7.8 

-1.2 

-10.3 

-6.4 

-3.3 

-9.5 

-8.5 

-2.7 

-6.2 

-6.7 

in  last  52  weeks 

23.1 

34.8 

50.3 

31.1 

14.7 

31.4 

23.7 

33.6 

45.9 

36.3 

36.5 

19.5 

Wilshire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was  created. 
^Based  on  sales. 

*A  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable. 
''a  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates 

Note:  All  data  for  periods  ending  8/1/86.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 


I:r^T>u^c    a  r  ir^i  ict- ino/: 


Where  The  Action  Is 


Looking  for  yield.  Over  the  latest  two-  and  four-week 
periods,  while  the  other  eight  Wilshire  sectors  have  suf- 
fered declines,  the  utilities  sector  has  posted  gains  of  1 .8% 
and  2.4%,  respectively.  This  is  mainly  because  falling 
interest  rates  continue  to  make  high-yield  issues  attrac- 
tive. Leading  the  surge  is  American  Water  Works,  the 
nation's  largest  privately  owned  water  utility,  which  shot 


up  1 1%  during  the  last  ten  trading  days.  The  firm  earned 
68  cents  per  share  during  1986's  first  quarter,  vs.  52  cents 
for  the  same  period  last  year.  Analysts  expect  profits  to  be 
up  about  14%  for  the  year. 

Over  the  past  year,  consumer  nondurables  have  per- 
formed best,  up  42%.  The  straggler  has  been  energy, 
which  is  down  9%. 


Percent  change  in  last  52  weeks  OO-  Percent  change  in  last  two  weeks 


Capital  goods 

Consumer  durables 

Consumer  nondurables  and  services 

0  'v-s   
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Energy 

Finance 

Raw  materials 
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Technology 

Transportation 
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What  The  Analysts  Think 


Earnings  estimates  were  slashed  for  all  nine  Wilshire 
sectors  over  the  most  recent  two-week  period.  Hardest  hit 
were  transportation,  down  4%,  and  technology,  down 


2.3%.  Consumer  durables,  utilities,  finance  and  energy 
currently  sell  at  ratios  to  estimated  1986  earnings  lower 
than  the  12.6  ratio  for  the  Forbes  Sales  500. 


Forecasting  the  Forbes  500 

Average 

Performance 

earnings  per 

period 

share 

P/E 

latest  12  months 

$2.74 

15.8 

1986  estimates 

3.44 

12.6 

1987  estimates 

4.02 

10.8 

Rank  based  on 
change  in  estimate 

Sector 

Estimated  1986 
EPS  P/E 

%  change  in  1986  estimate 
in  2  weeks     in  4  weeks 

1 

Utilities 

$3.31 

10.5 

-0.18% 

-0.26% 

2 

Raw  materials 

1.85 

.  15.3 

-0.21 

-1.97 

3 

Consumer  nondurables 

2.17 

16.7 

-0.23 

-0.62 

4 

Energy 

2.20 

12.3 

-0.78 

-1.11 

5 

Consumer  durables 

3.69 

10.1 

-0.80 

-1.91 

6 

Finance 

3.31 

10.7 

-1.03 

-1.92 

7 

Capital  goods 

2.56 

14.2 

-1.07 

-1.93 

8 

Technology 

2.51 

14.2 

-2.29 

-3.21 

9 

Transportation 

1.73 

14.9 

-3.97 

-10.04 

Earnings  projections  are  capitalization-weighted  consensus  estimates  trom  over  2,000  security  analysts.  Data  are  compiled  and  updated  continuously  by  the  Institutional  Brokers 
Estim.ate  System  (IBES),  a  ser.'ice  of  Lynch,  Jones  6*.  Ryan,  a  New  York-based  brokerage  fum. 


Note:  All  data  for  periods  ending^TTTs^rep^ 


Merrill  Lynch 
mcikes  it  easier 
to  mind  your 
own  business. 


fumm 


If  you  could  solve  all  your  financial  needs  in 
one  place,  you  could  spend  less  time  running 
from  bankers  to  brokers  to  insurance  agents 
and  more  time  running  your  business. 

That's  why  Merrill  Lynch  offers  business 
financial  services.  So  that  your  local  Merrill 
Lynch  Financial  Consultant  can  research 
your  needs  and  provide  innovative  solutions. 

Such  as  integrating  your  financial 
activities — cash  management,  investments 
and  loans — into  a  Working  Capital  Manage- 
ment^" Account. 

Making  flexible  financing  and  leasing 
arrangements  for  new  equipment.  And  pro- 
viding tax-advantaged  investment  programs. 

Plus  ideas  for  the  future,  like  retirement 
planning  to  reduce  taxes  now  and  build 
financial  independence  later.  And  the  right 
insurance  protection  for  every  phase  of  your 
business's  life  cycle. 

For  a  copy  of  our  brochure,  "How  Merrill 
Lynch  Can  Help  You  Run  Your  Business  More 
Effectively,"  send  your  business  card  to 
J.  Arthur  Urciuoli,  Director  of  Merrill  Lynch 
Business  Financial  Services,  Suite  5004, 
Princeton,  NJ  08543-9042. 

And  put  our  business  financial  services  to 
work  for  you,  so  you  can  get  back  to  work. 


Merrill  Lynch 


©  1986  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc.  Member  SIPC. 


The  Forbes/TUCS  Institutional  Portfolio  Report 


Edited  by  Steve  Kichen 


By  no  means  are  institutional  investors  always  right. 
In  the  second  quarter  they  underperformed  the  av- 
erages. The  5.1%  median  total  return  of  institution- 
al equity  portfolios  lagged  the  5.8%  return  for  the  Wilshire 
index  of  5,800  common  stocks.  In  the  first  quarter  pension 
fund  stock  managers  did  somev^hat  better,  with  a  median 
return  of  15.6%,  vs.  14.4%  for  the  market. 

The  data  come  from  the  Trust  Universe  Comparison 
Service  (TUCS)  maintained  by  Santa  Monica,  Calif. -based 
Wilshire  Associates.  Wilshire  gathers  reports  on  about  a 
fourth  of  the  country's  $1.6  trillion  in  pension  assets. 

In  spite  of  the  sharp  drop  in  interest  rates  since  1984, 
stocks  have  outperformed  bonds  so  far  this  decade.  Wil- 
shire reports  that  the  five-year  annualized  return  for  equi- 
ty is  19.3%,  for  fixed  income,  16.7%.  Cash — that  is,  liquid 
investments  like  bank  CDs — returned  only  11%.  Over  the 
last  quarter  and  last  12  months,  stocks  remained  on  top 
(see  "Segment  performance"  box  at  right). 

The  "shift  in  institutional  holdings  '  column  shows 
where  the  pros  are  moving  their  money.  To  compute  these 
numbers,  TUCS  backs  out  the  effect  of  price  changes.  If, 
for  example,  stocks  are  up  5%  and  a  manager's  stock 
investments  climbed  from  $100  million  to  $105  million, 
that  manager  would  be  reported  as  putting  no  new  money 
into  stocks.  Note  the  9.6%  shift  out  of  investments  overall 
in  the  past  year.  This  shows  that  the  bull  market  has 
enabled  pension  sponsors  to  draw  cash  out  of  their  over- 
funded  plans.  However,  the  withdrawals  from  pension 
funds  have  been  a  mere  0.1%  since  Mar.  31.  "The  net  drain 
of  pension  assets  may  be  slowing  down,"  says  Dale  Ste- 
vens, a  Wilshire  vice  president. 

The  table  below  shows  that  value  managers — those  who 
selected  stocks  by  fundamental  criteria  such  as  book  value 
and  cash  flow — posted  a  below-market  total  return  of 
3.3%  for  the  quarter.  Managers  who  bought  small,  emerg- 
ing growth  companies  did  the  best,  with  a  7%  gain. 

At  the  end  of  June  the  average  institutional  equity 
portfolio  was  selling  at  19.1  times  latest  12-month  earn- 
ings, vs.  18.7  for  the  market.  TUCS  data  show  that  stocks 
whose  1986  average  P/E  was  between  15  and  20  posted  the 
best  one-year  gain,  a  total  return  of  36.6%,  vs.  35.3%  for 
the  Wilshire  index.  Stocks  with  P/Es  over  20  fared  the 
poorest,  with  a  total  return  of  32.2%.  Again,  low-P/E 
investment  strategy  was  vindicated,  though  barely. 


How  different  managers  performed 

-Total  return— 

Manager  style 

recent  quarter 

12  months 

24  months' 

Diveisified 

5.1% 

33.2% 

31.4% 

Growth 

5.5 

37.1 

32.6 

Growth — emerging 

7.0 

34.0 

30.7 

Market  timer 

4.7 

30.2 

26.4 

Sector  rotator 

4.9 

33.2 

32.1 

Value 

3.3 

30.6 

31.2 

Where  the  institutions  put  their  money 

Segment 

— Portfolio  weighting — 
most  recent  previous 
quarter  quarter 

Equity 

57.7% 

56.3% 

Fixed  income 

30.9 

314 

Cash  and  equivalents 

8.0 

8.8 

Convertibles 

0.8 

0.9 

Other' 

2.6 

2.6 

Equity  portfolio  characteristics 

Institutional 
portfolios 

Wilshire. 
5000 

Price/earnings  ratio 

19.1 

18.7 

Dividend  yield 

2.7% 

3.0% 

Beta^ 

1.03 

1.07 

Price/sales 

1.10 

1.07 

Price/book 

2.71 

2.53 

Segment  performance  and  cash  flows 

Segment 

— Most  recent  quarter — 
median           shift  in 
total  institutional 
return  holdings 

 Latest  12  months  

median           shift  in 
total  institutional 
return  holdings 

Equity 

5.1% 

0.7% 

35.6% 

-9.6% 

Fixed  income 

1.4 

0.5 

18.7 

0.5 

Cash  equiv 

1.8  -5.7 

7.9 

-15.5 

Convertibles 

2.8 

-11.6 

24.3 

-26.5 

Other' 

1.7 

-0.9 

10.4 

-5.8 

Total 

3.7 

-0.1 

29.4 

-9.6 

Position  changes:  These  securities  had  the  greatest 
relative  change  in  holdings  over  the  last  quarter 

Security 

Increase 
in 

holdings 

Total 
quarter 
return 

Decrease  Total 
in  quarter 
Security            holdings  return 

Philip  Morris 

11.7% 

28.1% 

Salomon 

-5.7%  -12.9% 

Chevron 

39 

6.7 

R)R  Nabisco 

-3.3  26.2 

Amoco 

3.9 

4.2 

Coca-Cola 

-2.8  20.1 

Bell  Atlantic 

1.6 

13.3 

IBM 

-2.5  -2.6 

Merck 

1.4 

20.5 

Chrysl 

er 

-2.1  -14.4 

Allied  Stores 

1.3 

43.0 

American  Express 

-2.0  -8.6 

USG 

1.3 

13.3 

Sperry 

-1.7  48.5 

K  mart 

1.2 

28.8 

General  Motors 

-1.4  -8.6 

NWA 

1.2 

-5.9 

General  Re 

-1.3  3.7 

FPL  Group 

1.2 

5.0 

Burlington  North 

-1.1  -14.6 

'Real  e.state,  foreign  investments,  v  enture  capital,  guaranteed  insurance  contracts  -A  measure  of  risk.  A  stocl<  with  a  beta  of  1.00  tends  to  move  up  or  down  at  the  same 
rate  a.s  the  S&P's  500.    ^Figures  for  24  months  are  annualized 

Note:  Uat;i  for  quarter  ending  6/30/86  Prepared  b\-  the  Trust  L'nixerse  Comparison  Sen-ice  (TLICS®),  a  service  of  Wilshire  Associates.  Santa  Monica,  Calif 
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where  the  institutions  are- 

—and  aren't 

Most  overweighted  relative  to  Wilshire  5000 

Most  underweighted  relative  to  Wilshire  5000 

%  of  - 

%of 

Security 

institutional 
universe 

Wilshire 
5000 

Security 

institutional 
universe 

WiJshire 
5000 

Philip  Morris 

1.2% 

0.5% 

Exxon 

0.5% 

2.3% 

Digital  Equipment 

0.9 

0.4 

IBM 

2.8 

4.4 

American  Express 

0.8 

0.5 

AT&T 

0.3 

1.3 

SmithKline  Beckman 

0.6 

0.3 

British  Petroleum 

0.0* 

0.8 

K  mart 

0.5 

0.2 

Amoco 

0.4 

1.0 

General  Re 

0.5 

0.2 

Shell  Trans  &  Trading 

0.1 

0.6 

Ford  Motor 

0.7 

0.5 

Royal  Dutch  Petroleum 

0.5 

1.0 

Syntex 

0.4 

0.1 

Allied-Signal 

O.Ot 

0.4 

McDonald's 

0.5 

0.3 

General  Motors 

0.8 

1.2 

Citicorp 

0.5 

0.3 

Standard  Oil  Ohio 

0.2 

0.6 

In  the  last  quarter  institutions  drove  down  prices  of  energy 
stocks,  which  shrank  from  10.2%  to  9.5%  of  their  stock 
portfolios.  Six  of  the  top  ten  stocks  most  underweighted  in 
the  institutional  portfolio  relative  to  the  Wilshire  index 
are  oils.  The  selling,  however,  was  selective:  The  "Posi- 
tion changes"  table  on  the  preceding  page  shows  institu- 


tions continued  to  buy  Amoco  and  Chevron. 

Missing  from  the  top  institutional  stocks  by  sector, 
below,  are  two  former  third-place  issues.  Investment  bank 
Salomon  Inc.,  posted  the  sharpest  drop,  5.7%,  in  institu- 
tional holdings.  Coca-Cola,  a  consumer  nondurables 
stock,  slipped  2.8%  in  the  institutional  portfolio. 


Secior  activity  and  top  holdings 

%  of  institutional  portfolio: 

B  most  recent  quarter       H  previous  quarter 

Capital  goods 

5.1%  4.')'-',, 

Consumer  durables 

4.7%  4.')°,, 

Consumer  nondurables 

29.2%  28.2"o 

total  return 

total  return 

total  return 

General  Electric 

3.9% 

General  Motors 

-8.6% 

Merck 

20.5% 

Caterpillar  Tractor 

-5.2 

Ford  Motor 

2.0 

Wal-Mart  Stores 

31.9 

Westinghouse  Electric 

-1.7 

Chrysler 

-14.4 

SmithKline  Beckman 

11. 1 

Emerson  Electric 

-4.3 

Goodyear  Tire  &  Rubber 

-5.5 

McDonald's 

14.1 

Deere  &  Co 

-17.6 

Whirlpool 

15.7 

K  mart 

28.8 

Energy 

9.5%  10.2% 

Finance 

12.7%  n.*)",, 

Raw  materials 

12.4%  12.4°,., 

total  return 

total  return 

total  return 

Exxon 

10.9% 

American  Express 

-8.6% 

EI  du  Pont  de  Nemours 

9.9% 

Royal  Dutch  Petroleum 

16.1 

Citicorp 

-4.2 

Dow 

10.4 

Mobil 

14.0 

General  Re 

3.7 

Allied-Signal  -1.8 

Atlantic  Richfield 

2.2 

American  IntI  Group 

-4.5 

Waste  Management 

6.7 

Schlumberger 

9.3 

Aetna  Life  &  Casualty 

-5.6 

Monsanto 

20.7 

Technology 

15.2%  14.<'°,. 

Transportation 

4.0%  3.')",., 

Utilities 

7.2%  7.7°,, 

total  return 

total  return 

total  return 

IBM 

-2.6% 

AMR 

-3.7% 

Pacific  Telesis  Group 

20.7% 

Digital  Equipment 

8.7 

Norfolk  Southern 

-9.6 

GTE 

2.6 

Boeing 

11.1 

CSX 

-10.7 

Southwestern  Bell 

20.0 

ITT 

16.0 

Burlington  Northern 

-14.6 

Nynex 

15.8 

Minnesota  Mining  &  Mfg 

9.1 

UAL 

-5.4 

American  Info  Tech 

15.8 

'I'X.KI  fi>>UlV  IS  0  0.^"!.  tF„x.ict 

figure  is  0.04%. 
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To  27iiiillion  Americans, 
ttiis  scene  is  a  fairy  tale. 


Because  27  million  American  adults  can't  read  a  child's  bedtime  story,  can't  read 
a  street  sign,  can't  read . . .  period. 

Functional  illiteracy  is  a  problem  that  now  affects  1  out  of  5  American  adults.  It  can 
rob  them  of  a  decent  living;  it  can  rob  them  of  self-respect;  it  can  rob  them  of  the  simplest 
of  human  pleasures . . .  like  reading  a  letter  from  a  friend. 

You  can  change  that  by  supporting  the  fight  against  illiteracy  Your  tax-deductible 
contribution  to  the  Coalition  for  Literacy  will  be  used  two  ways.  First,  it  will  help  continue 

_     the  campaign  to  increase  public  awareness  of  the 


Enclosed  is  my  tax-deductible  contribution  for: 
□  $10     □  $25     □  $50     □  $100  and  above 

Name  


Address. 
City  


.  State. 


.Zip- 


Phone. 


J  MasterCard* 
Expir  Date  


□  Visa®  Credit  Card*. 
 Signature  


Make  checks  payable  to:  COAUTION  FOR  UTERACY/MPA  FUND 

Please  return  to:  Coalition  for  Uteracy 

Magazine  Publishers  Association  Fund 
50  East  Huron  Street 
78  Chicago.  Illinois  606'1 


problem.  Second,  it  will  help  us  generate  new 
resources  for  literacy. 

To  send  a  contribution,  fill  out  the 
coupon.  Or  bill  it  directly  to  your  credit  card  by 
calling  1-800-228-8813.  Helping  takes  so  little. 
And  illiteracy  can  rob  people  of  so  much. 

Volunteer  Against  Illiteracy. 
The  only  degree  you  need  is  a 
degree  of  caring,  o 


coalition  for  Literacy 


Capital  Markets 


MONEY  &  INVESTMENTS 

A  Utility^  job  completed  ahead  of  time? 
Under  budget?  Thafs  the  story^  that  goes 
with  some  Intermountain  Power  bonds. 

DON'T  HANG  UP 


By  Ben  Weberman 


I'm  no  salesman,  but  I've  got  a 
"story,"  as  they  say  in  the  trade, 
about  an  interesting  municipal 
bond.  Let  me  tell  you  about  the  In- 
termountain Power  Agency. 


IPA  is  a  joint  undertaking  of  23 
Utah  municipalities — hence  the 
tax-exempt  status  of  its  debt — to 
convert  local  coal  into  a  low-priced 
source  of  electricity  for  the  munici- 
palities and  for  users  in  southern 
California,  500  miles  away. 

Construction  of  its  first  plant. 
Unit  1,  began  October  1981,  was 
completed  June  1986  and  was  put  in 
service  three  weeks  ahead  of  sched- 
ule. The  project  manager  of  Unit  2, 
scheduled  to  start  operating  July 
1987,  says  the  plant  will  be  com- 
pleted 30  to  60  days  ahead  of  plans. 
IPA  expects  to  finish  construction 
with  about  $500  million  of  cash  left 
over.  It  will  use  that  to  redeem  out- 
standing bonds. 

Behind  this  sterling  performance 
is  some  shrewd,  aggressive  manage- 
ment. The  project  was  originally  de- 
signed as  a  four-unit,  3,000-mega- 
watt  plant  requiring  $9  billion  in 
new  financing.  When  construction 
started  on  the  first  two  generating 
facilities,  in  1981,  the  agency  had 
already  raised  $1.5  billion  at  an  av- 


Ben  Wehentum  is  senior  editor  of  Forbes 
maf^azine 


erage  borrowing  cost  of  13.21%. 
Some  bonds  went  as  high  as  14%. 

When  it  became  apparent,  a  year 
after  construction  started,  that  en- 
ergy demand  would  fall  far  short  of 
original  forecasts,  management  was 
quick  to  cut  back  its  plans.  After  a 
year  of  refiguring,  financing  was  cut 
back  to  $5.5  billion.  Another  $1.6 
billion  was  raised  at  a  net  interest 
cost  of  less  than  11%.  That  reduced 
overall  interest  cost  to  12.01%. 

A  $1.1  billion  transmission  sys- 
tem needed  was  financed  by  the 
Southern  California  Public  Power 
Authority,  which  was  to  take  75% 
of  the  power  generated.  With  that 
out  of  the  way,  only  $1.3  billion  of 
financing  was  still  required.  When 
the  last  of  that  was  raised,  in  1984, 
IPA  had  sold  $4.4  bilhon  of  bonds  at 
an  average  interest  cost  of  11.31  % . 

Not  content  to  leave  it  at  that, 
management  sold  additional  debt  as 
market  interest  rates  came  down  to 
pay  off  higher  cost  obligations.  By 
such  means,  IPA  reckons  it  will 
have  pared  $1.4  billion  from  its  in- 
terest costs  over  the  life  of  the  debt. 

Rate  payers  in  Los  Angeles  are 
happy.  Charges  for  power  from  IPA, 
which  amounts  to  25%  of  their  to- 
tal use,  have  been  cut  in  half  since 
the  planning  for  Unit  1  began.  Los 
Angeles'  Department  of  Water 
Power,  the  project  manager,  had 
originally  expected  to  pay  112  mills 
per  kilowatt  hour  (10  mills  equal  1 
cent).  That's  now  down  to  63  mills. 

Bondholders  have  no  complaints 
either.  Quality  of  the  debt  is  high, 
rated  A- 1  by  Moody's,  A-plus  by 
S&P's.  The  yields  run  a  bit  higher 
than  similarly  rated  debt  coming  to 
market  in  modest  amounts,  but  no 
surprise  there.  The  bigger  the  sum, 
the  greater  the  concession  needed  to 


bring  in  more  investors. 

There  may  be  some  disappoint- 
ment ahead,  though.  Investors  who, 
in  1981,  purchased  $225  million  of 
13%  bonds  and  $417  million  of  14% 
bonds  due  in  2021  won't  be  able  to 
draw  those  lovely  tax-free  returns 
for  the  full  40  years.  The  securities 
have  been  prerefunded  out  of  pro- 
ceeds of  a  $772  million  issue  mar- 
keted in  early  1985,  most  of  them 
carrying  10%  to  10.375%  interest 
rates  depending  on  maturity. 

Barring  runaway  inflation  or  an- 
other disaster  that  sends  rates  sky- 
high,  those  13s  and  I4s  should  be 
called  in  1991,  the  earliest  date  pos- 
sible. Funds  for  that  purpose  have 
already  been  escrowed,  invested  in 
U.S.  Treasury  issues.  That's  why 
the  I3s  and  14s  have  been  upgraded 
by  the  rating  agencies  to  AAA.  It's  a 
bonus  that  will  last  only  for  the 
next  five  years. 

Investors  who  wish  to  purchase 
IPA  bonds  should  avoid  those  issues 
carrying  high  coupons.  The  most 
recent  refundings  are  paying  off 
bonds  carrying  10%%  coupons  due 
2016,  callable  in  1995. 

IPA  9s  of  2015,  priced  at  104  to 
yield  8.63%,  are  among  those  carry- 
ing risk  of  early  call,  if  interest  rates 
continue  to  decline  this  year.  The 
7y4S  of  2009,  with  less  chance  of  an 
early  call,  trade  to  yield  8.34%  on  a 
price  of  93 Vi. 

The  latest  issue,  brought  to  mar- 
ket in  mid-July,  has  a  new  twist. 
Around  IPA  they  are  calling  them 
crossover  bonds.  They  will  have 
AAA-rated  CDs  issued  by  four  for- 
eign banks  as  collateral  until  1995, 
when  they  will  be  turned  into  cash 
to  pay  off  the  outstanding  10%s. 
The  crossover  bond  will  then  be- 
come an  obligation  of  IPA. 

The  twist  was  devised  because  in- 
terest rates  on  Treasurys  are  now 
too  low  to  be  used  for  escrow  pur- 
poses. IPA  is  paying  8.08%  on  its 
new  bonds,  while  nine-year  Trea- 
surys now  pay  only  7.3% .  Thus,  IPA 
would  have  lost  money  on  the  ex- 
change by  using  the  Treasurys.  For- 
eign bank  CDs  aren't  the  only  an- 
swer to  this  so-called  negative  arbi- 
trage problem.  IPA  also  has 
considered  higher-yielding  federal 
agency  issues  or  special  funding 
agreements  with  large  banks  or 
with  insurance  companies. 

It's  refreshing  to  tell  a  tale  about  a 
utility  that  can  stand  on  its  financial 
merits  and  that  doesn't  have  demon- 
strators lying  down  at  the  gate  to 
protest  its  source  of  energy.  ■ 
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The  Big  Portfolios 


MONEY  &  INVESTMENTS 

The  fierce  correction  has  money  manag- 
ers bloodied  but  still  bullish. 

2000  DOW? 
BET  ON  IT 


By  Susan  Lee 


Good  heavens!  Last  month,  when  I 
left  on  vacation,  the  Dow  was  above 
the  1900  mark.  lust  about  everyone 
was  an  optimist — fat  with  profits 
and  humming  about  the  longest 
bull  market  ever.  Sure,  money  man- 
agers were  warning  about  a  near- 
term  correction,  but  they  thought  of 
it  more  as  a  spring  shower  than  an 
autumn  deluge.  When  I  returned  to 
my  post  last  week,  however,  the 
Dow  had  been  washed  all  the  way 
down  into  the  1750s,  and  a  lot  of 
economic  forecasters  were  whinmg 
about  a  recession.  Or  worse.  A  fi- 
nancial panic. 

So  I  jumped  to  the  phone  to  ask  a 
passel  of  smart  and  sophisticated 
market  movers:  Is  the  great  bull 
market  over?  The  overwhelming 
consensus:  No  way.  Most  of  my 
sources  expect  the  market  to  profit 
from  a  sluggish  economy  because 
the  Fed  will  continue  to  ease,  thus 
pushing  interest  rates  down  further 
and  making  stocks  more  attractive 
than  bonds. 

Lower  oil  prices  are  another  rea- 
son for  optimism  about  interest 
rates.  John  Stewart  of  Alliance  Cap- 
ital thinks  that  oil  is  on  its  way  to 
$8  a  barrel.  Demand  has  not  picked 
up  dramatically,  he  says,  because 


Susan  Lee  is  a  senior  editor  of  Forbes 
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there  has  been  no  worldwide  eco- 
nomic reacceleration.  Indeed,  he 
forecasts  a  long  wait  before  demand 
snaps  back;  and,  in  the  meantime, 
oil  producers — which  are  focused 
on  total  revenues — will  continue  to 
produce,  adding  to  the  glut.  "And 
that,"  says  Stewart,  "is  extremely 
positive  for  interest  rates." 

Still  other  money  movers  find  the 
recent,  massive  liquidations  by  mu- 
tual funds  a  very  bullish  sign.  Here 
the  argument  is  that  fund  people 
overreacted,  and  will  help  push 
stocks  back  up  when  they  return  to 
the  market. 

A  lot  of  bullish  money  runners 
are  picking  financially  sensitive 
stocks,  such  as  insurance  compa- 
nies, regional  banks  and  electric 
utilities. 

Doug  Loudon  of  Scudder,  Stevens 
&.  Clark  likes  utilities  with  low 
multiples,  earnings  stability  and 
high  yields.  He  especially  likes  Tex- 
as Utilities,  Public  Service  Co.  of 
New  Mexico  and  Southern  Co.  He 
sees  an  improvement  in  cash  flow 
because  their  construction  pro- 
grams are  winding  down,  their  rate 
structures  look  okay  and  they  have 
excess  power  to  sell  on  an  unregu- 
lated basis  to  other  utilities. 

Gerry  Jordan  of  Hellman,  Jordan 
Management  mentions  Fannie 
Mae.  "If  interest  rates  are  stable, 
Fannie  Mae  is  going  to  show  siz- 
able earnings  increases,"  he  says. 
"\  think  we  have  reached  the  peri- 
od where  the  market  is  willing  to 
pay  for  big  earnings." 

Lulu  Wang  of  Equitable  Invest- 
ment Management  thinks  that  1986 
and  1987  will  be  fun  for  the  shrewd 
investor.  She  says  that  while  there 
will  continue  to  be  weakness  in  oil 
and  agriculture,  there  will  be  "pock- 


ets of  opportunity"  for  the  smart 
money  to  exploit. 

Wang  has  two  very  special  situa- 
tion stocks.  First,  Carter-Wallace,  a 
New  York-based  producer  of  con- 
sumer stuff  like  deodorants  and 
suntan  lotions.  Carter-Wallace  also 
owns  the  two  leading  brand-name 
condoms — products  that  are  enjoy- 
ing a  big  increase  in  demand  be- 
cause of  the  AIDS  scare.  Wang  says 
that  Carter-Wallace  is  also  doing  in- 
novative work  in  tranquilizers;  "I 
think  this  is  a  sleeper  of  a  com- 
pany," she  says. 

Wang's  second  pick  is  Lincoln 
Foodservice  Products,  an  Indiana- 
based  company,  which  has  just  gone 
public.  Lincoln  has  a  patent  on  a 
product  that  is  mighty  appealing  to 
the  fastest-growing  segments  in  the 
restaurant  business — an  oven  that 
would  make  pizza,  tacos  and  torti- 
llas truly  fast-food  items.  By  circu- 
lating heat  perpendicular  to  the 
food  instead  of  around  it,  the  new 
oven  can,  for  example,  heat  a  pizza 
in  well  under  five  minutes.  It  is 
selling  at  ten  times  earnings. 

One  interesting  note:  I  couldn't 
find  anybody  touting  IBM,  even 
though  it's  been  selling  at  less  than 
the  market  multiple.  But,  as  Doug 
Loudon  observes:  "Everybody 
thinks  that  IBM  looks  cheap.  The 
problem  is  that  everybody  owns  it." 
And  a  former  big  (really  big)  fan  of 
IBM  confided  that  "if  it's  time  to 
own  a  computer  stock,  I  want  to 
own  something  more  aggressive, 
like  Motorola."  Not  only  has  the 
decline  in  the  dollar  enhanced  Mo- 
torola's competitiveness,  but  the 
Chicago  company  is  actually  mak- 
ing money  in  semiconductors, 
which  makes  it  just  about  unique. 

Net-net,  I  hear  talk  of  an  easy 
2000  on  the  Dow  by  the  end  of  the 
year.  Some  money  runners  even  say 
it  isn't  too  late  for  a  summer  rally — 
although  this  prediction  was  hedged 
with  talk  about  another  possible 
correction  in  the  fall.  The  recent, 
steep  correction  has  spooked  every- 
body a  bit.  Says  Gerry  Jordan,  "We 
are  fully  invested,  but  we're  keeping 
our  fingers  crossed." 

In  other  words,  the  smarter  mon- 
ey runners  were  still  bullish,  al- 
though I  heard  a  lot  of  nattering 
about  whether  the  market  will  have 
a  normal  correction  or  a  "more  seri- 
ous resting  period"  correction. 
Come  to  think  of  it,  even  that  is 
bullish:  Remember  the  old  saw 
about  bull  markets  climbing  walls 
of  worry?  ■ 


FORBES,  AUGUST  25,  1986 


Stock  Trends 


MONEY  &  INVESTMENTS 

There's  a  lot  of  investment  money  out 
there  looking  for  a  home,  and  that  is  the 
biggest  thing  the  market  has  going  for  it. 

A  VIEW  FROM 
THE  BEACH 


By  Ann  C.  Brown 


I  never  bought  the  euphoria  story 
about  2500  on  the  Dow  that  was  in 
fashion  a  few  months  back.  And  I'm 
not  buying  the  latest  belief  that  the 
market  will  drop  to  1450,  either.  So 
far,  so  good  in  my  earlier  forecast 
that  the  DJI  would  trade  between 
1700  and  1950  for  the  summer.  Af- 
ter a  couple  of  weeks  of  sun  and 
surf,  here's  what  I  see  in  my  salt- 
water-and-sand-caked  crystal  ball. 

First  of  all,  it  looks  as  if  the  feder- 
al deficit  will  be  greater  than  ex- 
pected because  of  a  shortfall  in  tax 
receipts  from  corporations  that 
aren't  making  the  money  the  Ad- 
ministration's earlier  optimistic  4% 
GNP  growth  projection  assumed 
they  would.  It  also  appears  that  gov- 
ernment expenditures  may  be  high- 
er than  anticipated,  as  the  govern- 
ment comes  to  the  aid  of  the 
drought-stricken  farmers  and  other 
politically  powerful  groups  in  need 
with  Election  '86  close  at  hand. 
This  larger  imbalance  in  the  budget 
means  that  the  Treasury  may  have 
to  sell  even  more  bonds  than  the 
investment  community  has  been 
expecting.  If  so,  interest  rates  will 
likely  rise  in  the  absence  of  mone- 
tary accommodation  by  the  Fed  and 


Ann  C  Brotiti  is  chief  executive  officer  of  the 
equity  advisory  and  portfolio  consulting 
firm  of  AC  Broun  &  Associates 


bonds  will  become  a  tempting  alter- 
native to  stocks. 

And  stocks  don't  look  all  that 
good  as  it  is,  if  second-quarter  earn- 
ings are  any  indication.  Case  after 
case  of  strong  sales,  weak  profits. 
Margins  under  pressure  as  many 
companies  strain  to  maintain  share 
of  market  in  the  face  of  increased 
competition  from  abroad  and  de- 
creased buying  enthusiasm  at 
home.  Also,  corporations  are  run- 
ning four  years  fatter  than  during 
the  lean  years  of  1980-82. 

Although  tax  reform  could  result 
in  a  majority  of  consumers  having 
more  money  to  spend,  the  benefits 
to  individuals  may  not  be  fully  felt 
until  sometime  around  the  middle  of 
next  year,  if  then.  Assuming  the 
taxes  on  many  corporations  will  be 
increased,  the  prices  of  their  prod- 
ucts and  services  are  likely  to  rise  in 
order  to  cover  those  increases.  Where 
corporations  are  not  able  to  raise 
prices,  the  heavier  tax  payments  will 
have  to  come  out  of  profits. 

In  addition  to  this  tax-caused 
product/service  price  inflation, 
commodity  inflation  should  return 
as  the  price  of  oil  stabilizes  and  then 
edges  upward  as  the  year  goes  on. 
Agricultural  prices,  too,  are  sure  to 
nudge  the  CPI  higher,  reflecting 
weather-related  crop  shortages.  Im- 
ported goods  should  also  cost  U.S. 
consumers  more  since  the  dollar 
continues  to  fall  and  foreign  manu- 
facturers have  little  room  remain- 
ing to  absorb  the  currency  differen- 
tials in  their  profit  margins. 

The  biggest  single  thing  the  econ- 
omy has  going  for  it  is  its  demo- 
graphics. The  60  million  Ameri- 
cans born  between  1945  and  1960 
are  now  in  the  work  force,  and 
most  are  in  the  years  of  peak  pro- 


ductivity. This  generation,  which 
denied  itself  little  during  its  early 
years,  shows  no  sign  of  changing  its 
appetite  for  consumption  as  it  en- 
ters middle  age.  Fancier  cars,  sec- 
ond homes,  travel,  electronic  gad- 
getry,  gourmet  food,  designer 
clothes — all  the  necessities  for  the 
good  life — continue  to  act  as  a  floor 
under  consumer  spending. 

The  biggest  single  thing  the  stock 
market  has  going  for  it  is  the  sheer 
size  of  investment  money  looking 
for  a  home.  Pension  funds,  IRAs, 
profit-sharing  trusts,  money  from 
abroad,  etc.,  add  up  to  strong  sup- 
port for  stock  prices.  The  U.S.  mar- 
ket isn't  the  only  one  in  the  world, 
but  it  still  is  the  largest — and  the 
safest — and,  therefore,  able  to  at- 
tract capital  for  reasons  other  than 
earnings  growth. 

Not  that  earnings  growth  isn't 
important  when  it  comes  to  indi- 
vidual stock  selection.  Take  Toys 
"R"  Us  (32),  for  example.  Since  1982 
the  company  will  have  more  than 
doubled  its  earnings  if  it  reaches 
the  $1.20  per  share  currently  esti- 
mated for  fiscal  1986,  ending  next 
January.  The  company  is  expected 
to  continue  its  roll,  with  $1.50  per 
share  ($1.75  if  the  Senate's  tax  bill 
prevails)  a  preliminary  guesstimate 
for  fiscal  1987. 

However,  I  would  not  buy  Toys 
"R"  Us  directly.  Instead,  I  would 
buy  Petrie  Stores  (26),  which  owns 
nearly  26%  of  TOY's  stock.  With- 
out Toys  "R"  Us,  PST  is  selling 
at  $8-plus  per  share,  or  only  about 
five  times  estimated  earnings  of 
$1.65  from  fiscal  1986  apparel  re- 
tailing operations. 

Circuit  City  (22)  corrected  approxi- 
mately 25%  during  the  early  July 
pullback,  but  the  stock  appears  to 
be  back  on  its  fast  track.  Currently, 
CC  is  selling  at  17  times  this  fiscal 
year's  estimated  earnings  per  share 
of  $1.30.  With  $1.65  or  more  possi- 
ble for  1987,  this  specialty  retailer 
of  video  equipment  could  sell  40% 
to  50%  higher  12  months  out. 

Everything  has  its  price,  includ- 
ing The  Price  Co.  (40).  I  missed  the 
stock  when  it  was  selling  at  26  sev- 
eral months  ago.  Since  then,  the 
shares  of  this  membership  ware- 
house retailer  has  sold  for  as  high  as 
55  per  share.  For  fiscal  1986,  ending 
this  month,  PCLB  is  expected  to 
report  earnings  of  $1.30  per  share. 
For  fiscal  1987,  the  company  could 
earn  as  much  as  $1.70  to  $1.80,  and 
the  stock  could  be  back  at  the  55 
level  before  you  know  it.  ■ 
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AMETEK,  INC.  N 
AMETEK  REPORTS  RECORD  SECOND  QUARTER 
SALES  AND  HIGHER  EARNINGS 

PAOLI,  PA.,  July  24— AMETEK  Inc.  (NYSE/PSE;  AME)  today 
reported  record  sales  for  the  second  quarter  and  first  half  of 
the  year  ended  June  30,  with  net  income  increasing  in  both 
periods. 

Second  quarter  sales  increased  to  $146.2  million,  and 
net  income  for  the  current  three  months  reached  $9.9 
million  or  44  cents  per  share.  In  the  same  period  of  1985  the 
diversified  industrial  manufacturer  earned  $8.8  million  or 
40  cents  per  share. 

Six-Month  totals  benefited  from  the  stronger  second 
quarter  shipments,  with  record  sales  of  $287.5  million 
compared  to  the  $241.4  million  shipped  in  the  first  half  of 
1985.  Net  income  in  the  current  six  months  topped  $19 
million  or  86  cents  per  share,  while  earnings  in  the  first  half 
of  1985  were  $17.7  million  or  81  cents  per  share. 

The  current  quarterly  earnings  reflect  net  pretax  gains  of 
$2  million  (8  cents  per  share  after  tax)  resulting  from  the 
disposal  of  excess  industrial  property  and  the  sale,  in  April, 
of  U.S.  treasury  notes,  as  well  as  the  write-down  of  systems 
and  equipment  built  primarily  for  the  offshore  oil  industry 
and  charges  associated  with  the  consolidation  and  restruc- 
turing of  certain  manufacturing  operations. 

"While  sales  and  new  orders  were  improved  by  business- 
es we  purchased  late  in  1985,  earnings  reflect  start  up 
costs  of  new  programs  at  several  divisions,"  AMETEK's 
President  Robert  L.  Noland  said.  "Those  AMETEK  divisions 
producing  appliance  motors,  plastics,  water  filters  and 
other  products,  which  relate  to  markets  in  which  consumer 
spending  is  strong,  are  doing  very  well,"  Noland  added. 

In  June  1986,  AMETEK  purchased  the  Du  Pont  company's 
Teflon  heat  exchanger  business  for  cash.  Production  of  these 
corrosion-resistant  products,  widely  used  in  the  metal 
finishing  and  chemical  processing  industries,  is  being  moved 
to  AMETEK's  Haveg  division  plant  nearWilmington,  Delaware. 
AMETEK,  INC. 


Three  Months  Ended 
June  30 
1986(a)  1965 


Six  Months  Ended 
June  30 
1986(a)  19SS 


Sales  $146,240,000     $I2I,4M,000    $287,540,000  $241,398,000 

Net  income  9.880.000(b)         8  838.000    1  9,051,000(b)  17.716,000 

Earnings  pet  share  $.44  (40  $.86  $81 

Dividends  per  share  $.25  ^0  $.50  S  40 

Average  shares 

outstanding         22.055,880       21.955,819       22.044,542  21,930,927 

(a)  Retlecis  change  in  method  of  accounting  lor  certain  pension  costs 

(b)  Second  quarter  includes  pretax  gam  of  (6  3  rnillon  on  sale  ot  secunties  and  properties, 
and  charges  ot  J4  3  million  for  equipment  wnte-downs  and  consolidation  of  certain 
manufacturing  operations 

In  the  past  four  consecutive  quarters  AMETEK  has  earned 
$1.64  per  share. 

(Contact;  Oarrah  Ribble,  Director-Corporate  Advertising 
&  Public  Relations,  AMETEK,  Inc.,  Station  Square  Two,  Paoli, 
PA  19301.  Phone  (215)  647-2121.) 


COMPUTER  TASK  GROUP  0 

BUFFALO.  N.Y.  (July  15)— Computer  Task  Group  Inc.,  a 
computer  services  company  headquartered  in  Buffalo,  Tues- 
day announced  financial  results  for  the  second  quarter  and 
first  half  of  1986. 

Quarterly  revenues  of  $35,463,000  represent  an  increase 
of  26  percent  over  i985,  while  operating  income  also 
increased  25  percer.t  'o  $2,243,000.  Net  income  of 
$1,331,000  was  49  peicent  over  last  year,  while  earnings 
per  share,  after  adjusting  for  a  3-for-2  stock  split  (record 
date  May  14, 1986)  were  18  cents,  a  6  percent  increase  over 


last  year's  level  of  17  cents. 

The  primary  reason  that  net  income  was  up  49%,  while 
earnings  per  share  were  up  6%  is  that  in  July,  1985  the 
company  completed  a  public  stock  offering  which  increased 
the  average  number  of  shares  outstanding  as  of  June,  1985 
from  5,072,000  to  that  of  7,325,000  in  June,  1986. 

Revenues  for  the  first  half  of  1986  totaled  $68,479,000, 
an  increase  of  26  percent.  Operating  income  increased  31 
percent  to  $4,346,000.  Net  income  of  $2,661,000  represent- 
ed an  increase  of  60  percent,  while  adjusted  earnings  per 
share  were  36  cents,  an  increase  of  9  percent. 

"Diligent  control  of  expenses,  and  significant  efforts  of 
our  professional  staff  were  required  to  maintain  profit  levels 
equal  to  that  of  the  first  quarter  in  this  difficult  environ- 
ment. CTG's  management  and  staff  are  firmly  committed  to 
maintaining  leadership  in  the  industry,  and  accordingly,  are 
continuing  to  build  for  and  make  investments  in  the  future." 

On  July  11,  CTG  announced  its  first  overseas  acquisition, 
Shubrooks  International  Ltd.  Shubrooks  is  a  software  con- 
sultant firm  with  headquarters  in  London,  England. 

Computer  Task  Group  has  a  network  of  47  branch  offices 
throughout  the  United  States,  and  two  offices  in  the  U.K. 
A  staff  of  over  2000  systems  engineers  provides  design, 
analysis,  programming,  implementation,  and  maintenance 
to  Fortune  500  companies, 

CTG  shares  are  traded  publicly  through  the  National 
Association  of  Securities  Dealers  under  the  symbol  "CTSK". 

(Contact:  William  Adamucci,  Vice  President-Finance, 
Computer  Task  Group,  Inc.,  800  Delaware  Avenue,  Buffalo, 
N.Y.  14209.  Phone  (716)  882-8000.) 


AFFILIATED  PUBLICATIONS,  INC.  A 

Affiliated  Publications,  Inc.  (July  16)  today  reported  that 
1986  second  quarter  income  from  continuing  operations 
was  $10,855,000.  or  $.61  per  share,  versus  $7,371,000  or 
$.40  per  share  for  the  second  quarter  of  1985.  Income  from 
continuing  operations  for  the  first  six  months  of  1986  was 
$17,087,000,  or  $.95  per  share,  versus  $12,743,000  or  $.69 
per  share  in  1985.  (Affiliated  Broadcasting,  Inc.  which  is 
excluded  from  continuing  operations,  has  reached  an  agree- 
ment in  principal  to  sell  its  nine  radio  properties.) 

Net  income  for  the  second  quarter  was  $10,751,000  or 
$.60  per  share  versus  $7,499,000  or  $.41  per  share  in  1985. 
Hei  income  for  the  first  six  months  of  1986  was 
$16,845,000  or  $.94  per  share,  versus  $12,819,000,  or  $.70 
per  share  in  1985. 

Revenues  from  continuing  operations  for  the  second 
quarter  were  $100,583,000  compared  with  $88,124,000  for 
the  second  quarter  of  1985.  Revenues  from  continuing 
operations  for  the  first  six  months  of  1986  were 
$192,075,000  versus  $171,004,000  in  1985. 

William  0.  Taylor,  Chairman  of  the  Board  and  Chief 
Executive  Officer,  said  the  second  quarter  profits  were  the 
result  of  solid  gains  in  all  categories  of  newspaper  advertis- 
ing. This  continues  the  strong  showing  of  the  first  quarter  of 
1986. 

The  Boston  Globe's  total  advertising  volume  was  up 
9.6%  for  the  second  quarter  and  8.9%  for  the  first  six 
months.  National  advertising  gained  5.2%,  Retail  was  up 
6.7%  and  Classified  increased  by  15.2%. 

The  Globe's  circulation  continued  to  show  gains  in  the 
second  quarter,  ending  June  30, 1986,  with  daily  circulation 
at  520,715.  an  increase  of  17,268,  copies  and  Sunday 
circulation  at  800.267.  a  gam  of  8.048. 

Affiliated  Publications,  Inc.  is  the  parent  company  of 
Globe  Newspaper  Company,  publisher  of  The  Boston  Globe. 
Affiliated  also  owns  45%  of  the  common  stock  of  McCaw 
Communications  Companies.  Inc.,  Kirkland,  Washington. 
McCaw  is  a  communications  company  with  interests  in 


paging,  cable  television  and  cellular  telephone  sy: 
nationwide.  The  company  operates  cable  television 
states,  and  paging  operations  in  12  states.  With  comp 
of  pending  cellular  acquisitions  McCaw  is  expecti 
become  the  largest  non-wireline  cellular  company  i 
country,  with  majority  interests  in  25  markets. 

Consolidated  Statement  of  Operations  (unaudited). 
For  the  periods  ending  June  29,  1986 
as  compared  with  June  30,  1985. 
(All  amounts  in  thousands  except  per-share  and  share  amou 
Second  Quarter  Year  to  Date 

1986  198S  1386 

Operating  Revenues 

Advertising  $82,506  {70.345  $156,431  iV. 
Circulation                        17,446         17,292  34,596  ; 

Other   631  487  1,048 


Operating  Expenses 
Direct  costs  ol 

production 
Selling 
General  and 

administrative 
Depreciation  & 

amortization 


100,583 


41,690 
20,746 


88.124 


192,075 


i; 


39  117  92,458 
18,981  42,089 


Operating  Income 

78,004 
22,579 

70,963 
17,161 

155,015 
37,060 

Other  Income  (Ejtpensel 

Interest  expense 

(976) 

(1981 

(1.827) 

Interest  income 

57 

966 

79 

Equity  in  losses 

of  affiliates 

(1,7181 

(731) 

Other,  net 

(212) 

130 

(131) 

(1,131) 

18201 

(2,610) 

Income  Before  Federal 

and  State  Income  Taxes 

21,448 

16  341 

34,450 

Federal  and  State 

Income  Taxes 

10,593 

8,970 

17,363 

Income  from  continuing 

operations 

10,855 

7  371 

17,087 

Income/llossl  from 

discontinued  operations. 

net  ot  income  taxes 

(104) 

128 

(242) 

fie\  Income 

i  10,751 

J  7,499 

$  16,845 

Income  per  share  from 
continuing  operations 

Net  income  per  share 

Shares  used  in  per 
share  calculations* 

$.61 

S40 

$.95 

$.60 

J41 

$.94 

17,775,272 

18,362,776 

17,959.532 

•Adiusted  for  the  three-for-two  stock  splits  paid  in  January.  1985  and  J3nuai>  li 

(Contact:  Daniel  Orr.  V.P.,  Affiliated  Publications, 
135  Morrissey  Boulevard,  Boston,  MA  02107. 
(617)  929-3035.) 


ARCHER  DANIELS  MIDLAND  COMPANY 

DECATUR,  IL.,  July  15— Archer  Daniels  Midland  Com 
today  reported  preliminary  unaudited  earnings,  befon 
traordinary  item,  of  $239,373,000,  or  $1.56  a  share,  fo 
fiscal  year  June  30,  1986,  based  on  153.792,000  ave 
shares  of  ADM  stock  outstanding.  Net  earnings  for  the  f 
year  after  deducting  an  extraordinary  charge  of  $9  m 
after  taxes,  or  $.06  per  share,  on  repurchase  of  debt 
$230,386,000,  equal  to  $1.50  per  share.  This  compares 
net  earnings  of  $163,908,000  equal  to  $1.08  per  shai 


An  Advertising 
Service  That^s 
Special 


CORPORATE  REPORT 


Special  because  publicly-held 
corporations  can  reach  America's 
most  important  investors  by  using 
Corporate  Report  Updates  in  Forbes, 

Appearing  once  each  month, 
Corporate  Report  Updates  enables 
companies  to  announce  important 
developments  to  the  astute  investors 
who  read  Forbes.  Moreover,  tor  add- 
ed impact,  this  Forbes  advertising  ser- 
vice is  positioned  in  the  popular 
"Money  and  Investments"  section  ot 
the  magazine, 

Forbes  has  720,000  subscribers  and 
a  total  readership  ot  over  two  and  a 
half  million,  88%  of  Forbes'  subscrib- 
ers own  corporate  stock,  with  average 
holdings  exceeding  $551,000,  Over 
holt  ore  involved  with  helping  others 
moke  investment  decisions, 

Corporate  Report  Updates  in 

Forbes  is  on  advertising  investment 
your  company  can  profit  from, 

Forbes  gets  results.  For  more 
information  coll  cr  write; 

Sarah  Madison 

Corporate  Report  Updates 

Forbes  Inc. 

60  Fifth  Avenue 

New  York,  NY  10011 

Phone:  (212)  620-2371 


Growth  Stocks 


MONEY  &  INVESTMENTS 

Should  you  sell  your  stocks  when  the 
markets  look  weak?  Not  necessarily. 

SELL?  OR  HOLD? 


By  Kenneth  L.  Fisher 


When  key  market  indicators  point 
to  rough  water  ahead — as  they  have 
recently — is  it  best  to  sell  out  and 
wait  for  a  better  market?  No.  At 
least  it  hasn't  worked  that  way  for 
me,  because  selling  out  and  waiting 
for  clearer  weather  means  trying  to 
call  market  turns.  Precious  few 
market  timers  get  it  right  for  long. 
After  a  few  years'  hot  streak,  their 
tea  leaves  fade,  the  old  crystal  ball 
glazes  over  and  they  end  up  side- 
lined with  Joe  Granville.  Can  you 
think  of  even  a  single  seer  with  a 
lifelong  record  of  accuracy  as  a  mar- 
ket timer?  I  can't  find  one.  So  why 
play  a  game  no  one  has  ever  won? 

Instead  of  focusing  on  market 
timing,  I  have  participated  in  major 
up  markets  and  avoided  getting 
clobbered  in  most  down  markets 
another  way.  You  can,  too.  It's  what 
I  call  "the  un-cola"  of  market  tim- 
ing. Here's  how  it  works.  To  un- 
time  the  market,  you  have  to  start 
with  simple  but  specific  rules  for 
stock  selection  and  portfolio  man- 
agement. The  first  of  these  is  my 
5%  Rule. 

This  is  a  portfolio  diversification 
rule  with  a  hidden  benefit.  It  states 
that  you  will  never — never — spend 


Kenneth  L.  Fisher  is  a  money  manager  hosed 
in  Woodside,  Calif.  His  book  Super  Stocks  is 
published  by  Dow  Jones-Iru  in 


more  than  5%  of  your  portfolio  on 
any  one  stock.  A  stock  can  become 
a  bigger  piece  of  your  pie — if  it  goes 
up  a  lot.  But  you  never  spend  more 
than  5%.  This  way,  to  be  fully  in- 
vested you  are  going  to  have  at  least 
20  stocks  in  your  portfolio,  maybe 
more.  Here's  the  hidden  benefit  of 
this  kind  of  diversification: 

If  you  start  with  some  skinflint- 
tough  buy-and-sell  criteria,  as  a  bull 
market  rages  you  will  find  ever  few- 
er stocks  that  meet  your  purchase 
criteria  and  ever  more  that  meet 
your  liquidation  standards.  When 
the  market  is  too  high,  you  won't  be 
able  to  find  the  20  stocks  needed  to 
be  100%  invested.  As  single  stocks 
rise  further,  you  will  sell  some,  be 
unable  to  buy  more,  have  fewer 
stock  positions  and  an  ever  bigger 
hoard  of  cash  for  upcoming  bargains 
when  the  next  bear  market  de-hi- 
bemates.  But  note:  You  are  not  try- 
ing to  call  market  tums;  you  are 
letting  your  account  liquidate  itself 
as  prices  get  too  high.  Currently,  I 
can  find  some  good  stocks  that  meet 
my  buy-and-sell  criteria,  but  not 
enough  to  fill  out  my  portfolio. 

Why  not  just  conclude  that  the 
market  is  too  high  and  pitch  every- 
thing? Remember,  no  one  success- 
fully times  the  market.  Just  as  im- 
portant, the  few  stocks  that  meet 
tough  buy  criteria  are  worth  hold- 
ing— even  in  a  down  market.  Re- 
member the  real  bruiser  of  a  bear  in 
1980,  1981  and  1982?  My  portfolios 
were  up  because  of  ample  cash  and 
three  big  winners. 

So  how  do  you  set  strict  buy-and- 
sell  criteria  that  un-time  the  mar- 
ket? Here  they  are,  the  ones  I  use. 
Modify  them  any  way  you  like. 
They  cover  the  qualitative  aspects, 
what  I  call  the  "quantitative  quali- 


tative" and  valuation,  or  pricing. 

First,  qualitative.  I  don't  like  junk. 
Ideally,  I  want  to  buy  a  company 
that  is  clearly  recognizable  as  either 
the  biggest  or  best  at  what  it  does — 
better  yet,  both.  At  worst,  if  its  in- 
dustry is  fragmented,  I  want  the  out- 
fit to  be  no  smaller  than  third  in  the 
pack.  And  if  the  firm  is  diversified,  it 
better  not  be  in  more  than  four  in- 
dustries. (On  how  many  fields  can 
any  top  management  keenly  focus  at 
once?)  As  a  kid,  I  was  taught  by  my 
dad  that  if  a  widely  diversified  outfit 
enjoyed  good  markets — and  good 
management — it  would  sell  its 
weak  sisters  and  concentrate  on  its 
best  few  business  segments. 

Then  comes  the  quantitative 
qualitative.  Get  out  the  outfit's  fi- 
nancial statements  or  Value  Line. 
Weed  out  the  potentially  risky 
small  fry  by  considering  only  stocks 
where  the  price  times  total  shares 
outstanding  exceeds  $20  million. 
Then  look  for  rock-steady  balance 
sheets.  Common  shareholders'  eq- 
uity should  be  at  least  45%  of  total 
assets.  Current  assets  divided  by 
current  liabilities  should  exceed 
1.8.  Finally,  year-end  inventories 
should  have  grown  no  faster  over 
the  last  three  years  than  did  total 
annual  revenues.  Bulging  inven- 
tories are  management's  prime 
pocket  for  hiding  upcoming  losses. 

Now  for  valuation  and  pricing. 
Only  buy  a  stock  selling  for  less 
than  35%  of  its  prior  year's  reve- 
nues (price/sales  ratio).  Then,  re- 
view the  last  decade  and  average  the 
outfit's  three  highest  years'  net 
margins  (profit  divided  by  reve- 
nues). If  it  had  those  margins  on 
today's  sales,  would  its  P/E  be  less 
than  10? 

Dam  few  stocks  meet  all  of  the 
above  criteria  right  now.  So  it's  hard 
to  fill  up  via  the  5%  Rule.  Following 
my  rules,  then,  would  assure  lots  of 
liquidity  now,  which  could  help  if 
stock  prices  fall  in  the  coming 
months. 

What  about  selling?  The  qualita- 
tive factors  seldom  change  fast,  but 
if  they  do,  sell.  Sell,  too,  if  the  quan- 
titative qualitative  criteria  are  vio- 
lated. Or  if  a  rising  price  or  sagging 
busiftess  causes  the  PSR  and  price  to 
book  value  to  average  more  than  1.5 
times  that  of  the  Value  Line  Com- 
posite. (Its  PSR  is  now  0.55,  and  it 
sells  at  1.5  times  book  value.) 

Any  stocks  around  that  still  meet 
my  criteria?  Here  are  three:  Butler 
Manufacturing  (29),  Butler  Intema- 
tiotml  (15)  and  Dallas  Corp.  (16).  ■ 
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L'orbes  Market/ 


REAL  ESTATE 


UNICORN  CAY 

Eleuthera,  Bahamas 

U5  acres  with  gardens,  lawns  and 
!,675'  of  sandy  beach  with  excellent 
ievelopment  potential,  subject  to  gov- 
;mment  approval.  4- wing  Bahamian 
rdonial  encircles  a  2,500  sq.  ft. 
zarden  courtyard  accessible  from 
;very  room.  Glass-enclosed  patios; 
xx)l;  tennis  court;  3  cottages;  beach 
louse. 

53,000,000.        Brochure  #FB9-55 

SOTHEBY'S 
INTERNATIONAL 
REALTY 

155  Worth  Avenue,  Palm  Beach, 
FL  33480.  305/659-3555 

Exclusive  Local  Affiliate  Broker 

BELMONT 
REAL  ESTATE  LTD. 

P.O.  Box  9,  Pine  and  Haynes 
Avenues,  Governors  Harbour, 

Eleuthera.  Bahamas. 
809/332-2301  or  809/332-2227 


GRAND  RTVER  RANCH- 

82,500  total  acres  of  which  28,270  are 
deeded  with  the  balance  in  State,  BLM 
and  Forest  leases,  mountain  ranch 
stretching  from  the  Colorado  River  to 
the  Continental  Divide  2  hours  west  of 
Denver,  CO,  approximately  5,000 
acres  irrigated  with  abundant  water  and 
reservoir  rights  including  388  cubic 
feet  per  second  ditch  flow  rights  and 
6,900  acre  foot  reservoir  storage 
rights,  all  mineral  rights  included, 
5  sets  of  ranch  improvements  all  in 
excellent  condition,  in  the  heart  of  all 
types  of  Colorado  recreation,  can  be 
split  into  smaller  units  from  200  cow 
units  on  up  with  each  unit  having  a  set 
of  improvements.  ONE  OF  THE 
BEST,  MUST  SEE  TO  APPRECI- 
ATE! For  more  information  on  this 
ranch  and  many  other  farms  and 
ranches  from  $200,000.00  up  to  sev- 
eral million,  please  contact: 

ORR  LAND  COMPANY 

420  E.  58th  Avenue,  Suite  155 
Denver,  CO  80216 

303-295-UU 
Member  Refer  America 


)DY  MOUNTAIN  RETREAT  WITH 
tCHmXT-DF^IGNED  RESIDENCE. 

er  1100  deeded  acres  in  a  contiguous 
>ck  untouched  by  public  roads  and  adja- 
it  to  the  National  Forest.  Totally  private 
i  secluded  yet  only  30  minutes  from 
dy.  The  ranch  is  ItKated  in  its  own  basin 
J  features  a  crashing  mountain  stream 
IS  spring-fed  ponds  and  panoramic  views 
surrounding  mountain  ranges.  The  main 
use  was  designed  to  fit  the  landscape  and 
e  advantage  of  the  incredible  views.  The 
est  materials  and  craftsmen  were  used 
oughout— other  attractive,  older  log 
ildings  as  well  as  caretaker's  house  in- 
ided  Offered  for  sale  by  estate.  Contact 
ill  and  Hall,  Inc.,  P.O.  Box  1924, 
lling.s,  MT  59103,  (406)  252-2155. 


FOR  INFORMATION  ON 
3RBES  MARKET/CLASSIFIED 
WRITE  OR  CALU 
UNDA  LOREN 
FORBES  MARKET/CLASSIFIED 
60  Fifth  Avenue/New  York,  NY  10011 
(212)  620-2440 


REAL  ESTATE 


GOAT  CHEESE  FARM 

Nationally  acclaimed  &  profitable — 
will  train  buyer.  Experienced  staff  avail- 
able. Excellent  tax  shelter.  77  acres  NY 
finger  lakes  wine  country.  Elegant  mod- 
ernized 1880's  house,  sauna,  pond,  or- 
chard, woods,  riding  trails.  $240,000. 
Forbes  Box  #302, 60  Fifth  Avenue 
New  York.  NY  10011 


DONATE  REAL  ESTATE 

of  any  kind  as  a  tax  deduction  to  a  nat'l 
non  profit  educational  group.  We  are  an 
ethical  IRS  501-C-3  professional  society 
without  any  disallowance  In  our  16  yr 
history. 

AMERICAN  SOCIETY  FOR 
ENVIRONMENTAL  EDUCATION 
call  collect  East:  603-643-3536 
West:  714-496-3238 


FAMILY  SWIM  &  TENNIS  CLUB 
FOR  SALE. 

Banquet  facility  for  900  with  smaller 
facility  for  225.  3  pools,  8  courts, 
picnic  area.  35 -f  acres  for  future 
development. 

COLDWELL  BANKER- 
BOB  YOST,  INC. 
PO.  Box  2384,  York,  PA  17405 
 (717)  848-3800.  


Own  Spectacular  Land, 
40  acres  in  the  Colorado 
Rockies.  $30,000  and  up,  1% 
down,  9%  financing.  Write: 

Forbes  Wagon  Creek  Ranch 

Box  303,  Fort  Garland,  CO  81133 
(303)  379-3263 


BUSINESS  SERVICES 


USE  OUR  TOLL  FREE  800  LINES 
FOR  YOUR  NEXT  PROMOTION! 

Get  the  800  advantage  to  increase  prof- 
itability. Save  time  &  money.  We'll 
take  orders,  leads,  &  messages.  24 
hours  a  day.  All  50  States  &  Canada. 
Professional  &  Economical  Service. 
AMERICAN  ADVANTAGE  800. 
1-800-628-2828  ext  100 


MISCELLANEOUS  FOR  SALE 

INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

Free  wholesale  catalog.  Satisfaction  Gtd 
for  18  yrs!  Member;  Jewelers  Board  of 
Trade,  Chamber  Commerce,  American 
Gem  Trade  Assn. 

HOUSE  OF  ONYX 
No  One  Main  Street 
Greenville,  Kentucky  42345 
TOLL  FREE  1.800-626-8352 


BUSINESS  OPPORTUNITIES 


$  OVER  $500,000,000  $ 

WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Save  Thousands  of  Dollars  -  No  Brokerage  Fees 
NATIONWIDE  xjrSiter^ 
To  Lilt  or  Buy  f  ^4 

Call  us  Toll  Free  1-800-233-21 15  \j^(S 
In  Tex  1-214-980-4865  ^^^^ 
MANY  OFFER  OWNER  FINANCING 
GREAT  WESTERN  BUSINESS  SERVICES,  INC. 


BUSINESS  OPPORTUNITIES 


BUSINESS  OPPORTUNITIES 


Luxurious  Contemporary  Custom  Homes 
that  retail  for  $17.00  Per  Sq.  Ft. 


Modern  technology,  excellent  craftsmanship,  and  American  ingenuity  has  resulted  in  a 
housing  design  with  standard  features  not  found  in  homes  selling  at  twice  the  price. 

•  Fully  Insulated  •  Thermo  Pane  Windows  •  Cathedral  Ceilings  •  Exterior  Decks 

•  Quality  Construction  •  FHA  and  VA  Accepted  •  Built-in  Computer  Center — which 
allows  the  home  to  perform  many  functions  for  the  occupants.  •  Interior  Design  Flexibility 

EAGLE'S  NEST  HOMES  is  seeking  one  district  representative  to  establish  retail  sales. 
•  Unlimited  Income  Potential  •  Protected  Ten'itory  •  Factory  Training  • 
•  No  Real  Estate  License  Required  •  Investment  Securied  by  Model  Home  • 
Individual  selected  must  have  the  ability  to  purchase  or  mortgage  a  $21,000  model 
home.  Home  may  be  lived  in  or  used  as  an  office.  Call  Mr.  Farb 
collect  (404)  255-0728,  6363  Roswell  Rd.,  Suite  B,  Atlanta,  GA  30328 


BE  THE  BOSS 

Own  a  Sir  Speedy  Printing  Center  fran- 
chise Over  600  others  have,  ask  them 
Call  today  for  free  information. 


23131  VERDUGO  DRIVE 
LACUNA  HILLS,  CA  92653-1342 
CALL  1-800-854-3321 


EXECUTIVE  GIFTS 


L-1  L«f  ili^i 


ALL  NAME  BRANDS 
FAST-FRESH-CHEAP 

1-800-JR-CICAR 


mEm^  15,000  BUSINESSES 
mfi^lJ  FROM  COAST 

^sQSBiJl  TO  COAST 

No  Brokerage  Commission 
Inquiries  &  listings  welcome 
BUSINESS  OWNERS 
MULTIPLE  LISTING  SEI^i/ICE 
Toll  Free  800-327,9630 
Vp/  in  Flo  coll  800-533-4663 


YACHTS 


FASHION 


DONATE  YOUR  BOAT 

Receive  Cash  +  Tax  Savings 

With  a  bargain  sale  lo  a  chanty,  our  cash 
purchase  +  your  income  lax  savings  give 
you  a  substantial  financial  return. 
Airplanes.  Real  Estate  &  Motor  Vehicles- 

AMERICAN  INSTITUTE 
800-826-6840 
FL:  305-772-5773 


EXECUTIVE  MATERNFFY 

Catalog  with  swatches  and  fit 
guide  $3,  refundable  with  order. 

Visit  our  stores  in;  AtUnU,  B«ltlinore, 
BoKoa  Charioltc.  NC  Chicago,  QevcUnd. 
Coma  Meu.  CA.  DalUs.  Denver.  Hurls- 
bur^  PA  Hjrtford.  CT.  Haverford.  PA 
Houston.  Lot  Angelet,  Mcm.  AZ. 
Minneapolis,  New  Orleans.  New 
Yoffc.  Philadelphia.  Pittsbiugh. 
San  Diego,  San  FrandKO. 
Suoiford,  CT.  Washlngtoa 
D.C-  or  inquire  about 
opening  a  store  Phone 
215-625-0151 
PO  Bos  40121 
Dept  F06H 
Phila  ,  PA  19106 


EXECUTIVE  SERVICES 


COMPUTERS 


TANDY-EPSON 


Our  lOih  year  of  DISfOllNTS 
COMPLITERS  &  CELIXLAR  PHONKS 

Fgt,  Prepaid.  Save  Tax 


Toll  Free  800-231-3680 


m  mflRYfTiflc 


INDUSTRIES  INC 


22511  Kaly  Fwy 
Katy  (Houston)  TX  77450 
1-713-392-0747  Telex:  774132 


'  Neck  Ties  Narrowed  ^ 

Rediscover  some  old  friends 
We  II  narrow  your  closet 
classics  [o  a  stylish  3  '/b"  (or 
state  widtfti  Great  birth- 
day or  Christmas  gift 
Send  S 1 3  50  for  each  set 
of  3  ties  to 
SLIM  TIES  CO. 
44  /Wonterey  Blvd .  Dept  O 
San  Francrsco.  CA  94I3I        (415|  585-6100 


Forbes:  CapitalistTboP 


Insights 


AMERICA'S  CUP  1987 


"W"  Tv^tt  America's  crack 

I   I  at  recapturing  the 

%^  M,  •  Americas  Cup  and 
the  pride  that  goes  with  it,  soon  takes 
place  in  Perth,  Australia. 

To  get  the  Cup  back  up,  we've 
brought  together  five  of  the  finest 
boats  and  crews  from  across  the 
country. 

NOW  AIX  WE  NEED 
IS  YOU. 

You  don't  have  to  know  how  to  sail 
or  evfen  swim.  All  that  matters  is  that 
America's  quest  to  win  back  the  Cup 
matters  to  vou. 


c  1986  Lewis.  Browand  &  Associates 


CointMeIn.  Heres  my  tax-deductible*  contribution 
in  support  of  our  America  s  Cup  effort 


MAILING  ADDRESS 
CITY/STATE/ZIP 

□  *10-S25  Official  Bumper  Sticl(er  and  gift  catalog 

□  J25-J100  Official  l.aoel  Pin.  Boat  Pfiolos.  plus  above 

□  $100-$500  Member  Ceitificale.  Official  Burgee,  plus  above 

□  $500  plus  Signed.  Limited-Edition  Lithograph,  plus  above 
Mail  coupon  and  ctieck  to  "Ttie  Americans'/USYRU 
(A  non-profit  organization) 

PO  Box  642.  Nfewpon,  Rl  02840 
(Allow  4-6  weeks  for  delivery) 

■All  contributions  are  tax  deductible  to  the  full  extent  of  the  law 


The  Official  National  Organizalion 


Call  Toll  Free 


?0  ')21-iC)87 


MONEY  &  INVESTMENTS 


Cost-cutting  is  the  order  of  the  day  in 
businesses,  large  and  small,  hut  a  new, 
more  subtle  marketing  trend  is  emerging. 

CATERING  TO 
JADED  APPETITES 


By  Srully  Blotnick 


11  V 

h  m 


I 


Has  the  thinking  of  senior  managers 
changed  much  during  the  past  de- 
cade, and  if  so,  how? 

I  have  posed  the  question  to  more 
than  500  of  them  thus  far  this  year, 
and  nearly  three-fourths  repHed  yes. 
The  changes  fall  into  two  catego- 
ries. The  first  is  penny-pinching. 
"There  is  much  greater  emphasis 
today  on  cost-cutting,"  a  marketing 
vice  president  at  a  large  manufac- 
turing conglomerate  in  Connecticut 
answered.  "We  have  always  tried  to 
control  costs — that  was  a  given — 
but  never  to  this  extent."  Others  in 
positions  comparable  to  his  ex- 
plained that  their  focus  has  shifted 
from  "trying  to  save  a  dime  when 
we  go  to  buy  some  widget"  to  a 
broader  view,  in  which  all  areas  of 
the  firm's  operations  are  scrutinized 
repeatedly  for  signs  of  fat  or  waste. 

The  second  major  change  in  man- 
agerial attitudes  is  a  greater  empha- 
sis on  creativity  and  innovation. 
Why  now?  The  1970s  was  a  period 
of  high  inflation — and  materials 
shortages.  So,  not  surprisingly,  the 
managers  I  interviewed  in  1976 
kept  talking  about  duplicating  prod- 

Dr.  Srully  Blotnick  is  a  researdj  psychologist 
and  author  of  Otherwise  Engaged:  The 
Private  Lives  of  Successful  Career  Women, 
now  at'ailahle  in  paperback,  and  The  Cor- 
porate Steeplechase. 


ucts  that  were  already  on  the  mar- 
ket— invading  other  people's  turf.  A 
typical  remark  at  the  time,  this  one 
from  an  appliance  manufacturing 
executive:  "No,  I  don't  think  we 
have  to  worry  too  much  about  price, 
as  long  as  we're  in  the  right  ball- 
park. The  big  question  is  whether  to 
get  into  that  line  of  business  or 
not — the  customer  demand  is  there, 
that  much  we  can  tell." 

The  combination  of  double-digit 
inflation  and  a  tremendous  con- 
sumer appetite  for  goods  assured 
most  manufacturers  that  they  could 
sell  whatever  they  made.  In  striking 
contrast,  in  the  1980s  there  is  an 
overabundance  of  almost  every- 
thing, from  agricultural  commod- 
ities to  oil,  and  from  finished  goods 
(such  as  color  TVs)  to  lawyers  and 
doctors.  This  state  of  affairs  makes 
the  previous  attitude  among  manag- 
ers dated  and  even  dangerous. 

At  a  time  when  there  is  too  much 
of  most  things,  it  no  longer  makes 
sense  to  copy  the  other  fellow's 
product  line.  The  dominant  strategy 
of  the  1970s  and  early  1980s — in 
fact,  if  not  in  theory — called  for 
companies  to  adopt  a  wait-and-see 
attitude.  Once  it  was  determined 
that  a  competitor  had  hit  on  a  win- 
ner, a  lucrative  item  of  some  kind 
(whether  it  was  a  movie  or  a  maga- 
zine, sneakers  or  jeans,  burgers  or 
personal  computers),  then  and  only 
then  was  it  considered  logical  to 
imitate  the  product  or  service  and 
leap  into  the  fray.  Let  the  other  guy 
take  the  chance,  was  the  attitude; 
we  will  wait  and  bite  off  a  piece  of 
his  market  if  it  develops. 

Now,  imitation  can  be  the  kiss  of 
death,  because,  as  retailers  keep  re- 
minding us,  there  is  already  too 
much  stuff  on  the  shelves.  Nobody 
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needs  yet  another  brand  of  micro- 
wave oven  or  designer  jeans.  Adding 
more,  even  at  a  slightly  loM^er  price, 
makes  much  less  sense  than  it  used 
to.  The  upshot:  Across  the  country, 
managerial  emphasis  has  shifted,  al- 
most automatically,  toward  creativ- 
ity. If  necessity  really  is  the  mother 
of  invention,  then  we  should  soon 
see  a  good  supply  of  new  products 
and  services  coming  to  market.  Per- 
haps some  will  be  just  variations  on 
a  theme,  but  many  will  differ  suffi- 
ciently from  the  pack  to  stand  out. 

A  good  example — in  many  ways, 
a  pivotal  one — of  what  we  can  ex- 
pect in  the  future  is  GM's  plan  to 
reduce  the  total  number  of  models 
it  produces  but  have  more  "brand- 
specific  bodies"  available  in  its  line. 
It  has  long  bothered  buyers  of  Amer- 
ican cars  that  one  body  style  was 
given  to  three  or  even  four  automo- 
tive divisions  to  use  as  their  basic 
structure.  They  could  then  custom- 
ize it  only  in  rather  trivial  ways, 
such  as  the  grille,  headlights  and 
taillights.  These  decorative  touches 
were  rarely  sufficient  to  prevent 
many  car  owners  from  experiencing 
a  feeling  of  deja  vu,  even  when  they 
were  looking  at  a  different  brand 
name  than  the  one  they  had  bought. 

Similar  problems  plague  the  com- 
puter industry,  and  the  solution  to 
sluggish  sales  may  well  require  a 
strategy  that  in  part  mimics  GM's. 
Digital  Equipment  has  won  a  num- 
ber of  customers  of  late  because  of 
the  software  compatibility  of  the 
wide  range  of  products  it  offers. 

However,  in  the  personal  com- 
puter market,  the  old  idea  of  a  dedi- 
cated computer — for  instance,  one 
that  acts  as  the  basis  of  your  own  in- 
house  (home  or  office)  IBM  PC  com- 
patible printshop — is  still  an  appeal- 
ing one  to  a  large  group  of  consum- 
ers I  recently  surveyed.  These  self- 
employed  professionals  and  small- 
business  owners  want  more  graphic 
independence  than  they  have  now. 
("My  local  printer  just  can't  seem  to 
get  it  right — maybe  because  he  can't 
read  my  mind.")  Someone  who  goes 
beyond  "commodity  computers" — 
clones  sold  almost  strictly  on 
price — may  well  find  a  more  recep- 
tive audience  than  has  been  previ- 
ously thought.  A  representative  re- 
marked, "Not  every  high-tech  prod- 
uct has  to  do  ei'ery'thinfj,  you  know." 

Want  to  be  a  millionaire?  Come 
up  with  an  exciting  new  product. 
The  money  is  there,  but  what  is  on 
the  market  today  leaves  consumers 
bored.  The  opportunities  await.  ■ 


IN  PARADISE 

An  island  paradise  that  offers 
jLjL  you  total  relaxation  plus  the 
thrill  of  discovery.  Stroll 
pristine  beaches.  Go  fishing  for 
the  big  ones.  Sun  yourself  by  our 
pool  or  scuba  in  waters  renowned 
for  the  splendor  of  their  tropical 
fish.  On  Forbes  Magazine's 
Laucala  Island,  all  the  choices 
are  yours. 

BUT  JUST  FOR  A  FEW  . . . 
'  Forbes  loves  its  private  Fiji 
island,  and  we  think  you  will,  too. 

So  we've  put  out  the  welcome 
mat,  but  only  for  a  few  at  a  time. 
We'll  take  up  to  8  guests,  for  7 
nights  and  8  days.  Cost  is  $1,650 


per  person,  which  includes  4 
days  of  tropical  fishing  plus  all 
meals,  lodging  and  a  round-trip 
flight  between  Laucala  and  Nadi 
International  Airport  (on  the 
main  island).  It's  the  "in"  place  to 
go,  away  from  the  cold,  the  traf- 
fic, the  noise,  the  hassle.  Service 
with  a  smile  and  no  tipping. 
For  information  please  write: 
Fiji  Manager,  Forbes  Magazine, 
60  Fifth  Ave.,  New  York,  NY  1 00 1 1 
or  call  212/620-2461. 


Put  your  money  where 
the  high  yields  are:  10.86' 


The  T.  Rowe  Price  High  Yield  Fund 

This  Fund  capitalizes  on  some  of  the  best  current  yields  available  by 
investing  in  long-term,  medium  to  lower  quality  bonds.  Aggressive 
management  helps  to  provide  high  current  income  and  reduce  risk; 
however,  yield  and  share  price  wiU  vary.  The  price  on  7/23/85  was 
$10.50,  and  on  7/23/86  it  was  $11.10. 

No  Sales  Charges! 

The  minimum  investment  is  $1,000  ($500  for  IRAs)  and  there 
are  no  sales  charges.  Call  1-800-638-5660. 

TRowelWceMl 

Invest  With  Confidence  '^Kttk 

Mail  to:  T.  Rowe  Price 
100  E.  Pratt  St.,  Baltimore,  MD  21202 
Send  a  prosf)ectus  with  more  complete  informa- 
tion, including  management  fees  and  other  charges 
and  expenses.  1  will  read  it  carefully  before  I  invest 
or  send  money. 

Also  send  a  free  information  kit  for:  □  ERA  □  Keogh 


Name 


Address 


State 


Zip 


H  725 


Get  higher  current  yields:  call  1-800-638-5660 


'Average  annualized  yield  for  the  thirty  days  ending  7/23/86,  based  on  an  average  price  per  share  of 
$11.21.  Average  maturity  during  this  period  was  12.1  years.  T.  Rowe  Price  Investment 
Services,  Inc.,  Distributor. 
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If  you  were  to  ask  me  what  time  it  is,  I 
would  have  to  reply:  1929  all  over  again. 

THE  WOLF  IS 
AT  THE  DOOR 


By  Ashby  Bladen 


when  I  first  started  writing  tor 
Forbes,  I  asked  Editor  Jim  Michaels 
what  I  could  say.  He  replied:  "Any- 
thing you  like,  as  long  as  it's  inter- 
esting." Then,  when  this  particular 
column  was  about  half  written 
some  months  back,  he  called  to  give 
me  some  bad  news. 

He  pointed  out  that  I  had  painted 
myself  into  the  same  kind  of  corner 
that  Winston  Churchill  painted 
himself  into  during  the  late  1930s 
when  he  made  an  uninteresting 
bore  of  himself  by  constantly  pro- 
claiming that  Hitler  was  dangerous, 
that  war  was  coming  and  Britain 
should  rearm.  Like  Churchill  and 
the  boy  who  cried  "Wolf"  too  often, 
I  needed  a  crisis  to  restore  my  credi- 
bility. So  Michaels  felt  my  column 
should  be  suspended  until  events 
validated  my  oft-reiterated  predic- 
tions of  financial  disaster. 

I  was  flattered  by  the  comparison 
with  Cburchill,  and  agreed  with  Mi- 
chaels' editorial  judgment.  But  I 
defended  Churchill  and  myself  by 
saying  that  some  things  are  so  im- 
portant that  they  are  worth  becom- 
ing a  bore  about. 

The  psychological  point  is  that 
Michaels'  suspension  of  my  column 

Ashby  Bladen  is  a  financial  consultant  and 
awhor  of  How  to  Cope  with  the  Develop- 
ing Financial  Crisis. 


would  have  been  a  good  signal  to 
sell  short.  When  even  a  battle-hard- 
ened ex-war  correspondent  and 
longtime  Wall  Street  observer  like 
Jim  Michaels  begins  to  wonder 
whether  a  runaway  bull  market  will 
keep  running  away  indefinitely,  a 
crash  is  probably  imminent. 

I'm  back  with  my  column  be- 
cause I  no  longer  think  a  crash  is 
coming;  I  think  it  is  here.  It  has 
been  under  way  since  1982,  but  few 
have  recognized  it. 

During  the  last  few  weeks  econo- 
mists have  begun  to  mutter  about 
the  danger  of  an  imminent  reces- 
sion in  the  U.S.  The  blunt  fact  is 
that  the  world  as  a  whole  has  now 
borrowed  and  spent  itself  into  the 
second  depression  of  the  century. 
The  fundamental  message  of  this 
column  has  always  been  that  the 
most  disastrous  fallacy  of  the  20th 
century  is  the  idea  that  we  can  bor- 
row and  spend  ourselves  rich.  Econ- 
omists recognize  that  borrowing 
and  spending  create  demand,  and, 
therefore,  jobs  in  the  short  run.  But 
they  overlook  the  fact  that  borrow- 
ing also  creates  an  obligation  to  re- 
pay in  the  longer  run.  Thus  they 
ignore  the  lesson  that  we  could  have 
learned  from  the  Great  Depression. 

The  Depression's  main  cause  was 
the  borrowing  spree  that  financed 
first  World  War  I  and  then  the  boom 
of  the  Twenties.  If  we  had  been 
wise,  we  would  have  let  it  teach  us 
the  advisability  of  restraint  with  re- 
spect to  borrowing  and  spending. 
Instead,  for  the  last  quarter-century, 
we  Americans  have  been  off  on  a 
borrowing  and  spending  spree  that 
makes  our  parents  look  like  pikers. 

The  American  people  as  a  whole 
have  also  been  borrowing  heavily 
abroad,  mainly  to  support  a  higher 


standard  of  living  than  we  are  earn- 
ing by  our  own  productive  efforts. 
The  result  has  been  to  wedge  our- 
selves ever  more  tightly  into  the 
box  that  I  have  been  trying  to  warn 
you  about  for  years. 

Keynesian  hair-of-the-dog  eco- 
nomics says  that  the  Fed  should 
now  keep  on  pushing  interest  rates 
down  to  help  us  ward  off  a  reces- 
sion by  borrowing  and  spending 
even  more.  But  the  further  it 
pushes  them  down,  the  less  willing 
our  foreign  creditors  will  be  to 
hold  on  to  our  lOUs.  American 
inflation  will  rise,  and  our  standard 
of  living  will  decline  in  step  with 
the  fall  of  the  dollar. 

The  current  depression  began  in 
1982  with  the  collapse  of  the  cred- 
itworthiness of  the  African  and  Lat- 
in American  countries,  whose  eco- 
nomic advisers  had  told  them  that 
they  could  finance  development  by 
borrowing  abroad  rather  than  by 
saving  at  home.  Since  then,  we  have 
been  trying  to  fend  off 
the  depression  by  throwing  good 
money  after  bad. 

But  even  the  credit  of  the  U.S.  is 
not  inexhaustible.  American  banks 
and  financial  institutions  made 
many  of  the  foreign  loans  that  aren't 
going  to  be  repaid,  using  the  depos- 
its of  other  foreigners  who  had  accu- 
mulated those  funds  by  selling  us 
real  goods  and  services  on  credit. 
The  depression  is  now  spreading  to 
the  U.S.  as  our  creditworthiness 
also  diminishes. 

The  economists  have  talked  us 
into  creating  all  of  the  financial  con- 
ditions for  another  depression.  The 
only  thing  that  still  is  missing  is 
the  final  precipitating  event  that  de- 
stroys the  Keynesian  faith  that  we 
can  go  on  borrowing  and  spending 
ourselves  rich  forever.  In  the  fall 
of  1929  that  final  event  was,  of 
course,  the  stock  market  crash. 
Here,  now,  in  the  summer  of  1986, 
it  looks  to  me  as  if  history  is  about 
to  repeat  itself. 

There  will  undoubtedly  be  major 
rallies  in  the  months  ahead.  There 
was  a  huge  one  in  the  first  quarter  of 
1930.  But  only  the  most  nimble  and 
reckless  traders  should  try  to  play 
rallies  in  a  primary  bear  market. 
Since  from  now  on  it  is  going  to  be 
increasingly  difficult  to  ignore  the 
fact  that  the  world  has  once  again 
borrowed  and  spent  itself  into  a  de- 
pression, the  rest  of  us  would  be 
prudent  to  assume  that  we  have 
passed  a  fundamental  turning  of  the 
stock  market  tide.  ■ 


160 


FORBES,  AUGUST  25,  1986 


Commodities 
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Learning  how  to  interpret  certain  chart 
patterns  is  not  all  that  difficult,  and  the 
effort  can  pay  off  with  big  rewards. 

PRICES  THAT 
AREN'T  THERE 


By  Stanley  W.  Angrist 


Readers  frequently  question  why  I 
dwell  on  technical  analysis  at  the 
expense  of  fundamental  work.  It's  a 
good  question  and  deserves  an 
answer.  All  technicians  believe,  as 
I  do,  that  even  though  the  funda- 
mentals of  supply  and  demand  ulti- 
mately set  a  commodity's  price,  in 
the  short  run  other  factors  can  influ- 
ence price.  The  important  point  is 
that  a  commodity's  current  price 
reflects  everything  known  about 
the  commodity.  So,  as  sensible 
technicians,  we  chart  prices. 

I  won't  deny  that  reading  charts  is 
probably  more  art  than  science,  but 
I  contend  that  careful  study  of  a  bar 
chart  can  frequently  give  important 
clues  to  future  price  action.  In  this 
column  I  am  going  to  discuss  two  of 
tlie  more  reliable  chart  patterns — 
gaps  and  island  reversals. 

Gaps  come  in  four  varieties.  The 
common  gap  is  the  least  important 
and  is  usually  found  in  thinly  traded 
markets  or  in  the  middle  of  horizon- 
tal trading  ranges.  Breakaway  gaps 
often  occur  when  prices  are  leaving 
a  trading  range.  Sometimes  they  are 
also  found  when  a  major  trendline  is 
broken,  signaling  the  reversal  of  a 
trend.  The  bond  chart  here  shows  a 
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breakaway  gap  occurring  in  mid- 
February  at  a  price  of  around  85. 
Breakaway  gaps  usually  occur  on 
heavy  volume,  as  this  one  did.  This 
gap  signaled  the  end  of  the  80  to  84 
trading  range  that  had  held  for  the 
previous  two  months.  It  is  not  true 
that  such  gaps  are  usually  filled. 

After  a  move  has  been  under  way 
for  a  while,  another  type  of  gap  fre- 
quently occurs — the  runaway  gap.  It 
IS  characterized  by  a  situation 
where  the  market  ap- 
pears to  be  moving  ef- 
fortlessly. It  is  fre- 
quently found  near 
the  middle  of  the 
move,  which  is  why 
it  is  sometimes  called 
a  measuring  gap .  In  an 
uptrend,  it  signifies 
strength;  in  a  down- 
trend, weakness.  If 
while  in  an  uptrend 
the  market  moves  be- 
low a  runaway  gap, 
the  trend  has  a  high 
probability  of  ending. 

The  final  gap  oc- 
curs near  the  end  of  a 
market  move.  Once 
the  market  has 
shown  a  breakaway 
and  a  runaway  gap, 
traders  should  start  to 
look  for  the  exhaus- 
tion gap.  For  example, 
at  the  end  of  an  up 
move,  prices  take  a 
leap  in  a  sort  of  last 
gasp  for  higher 
ground.  Then,  within 
a  couple  of  days  or 
weeks,  prices  top  out 
and  start  to  fade. 
Once  the  exhaustion 
gap  is  filled  on  the 


downside,  the  market  gives  off  very 
strong  bearish  signals.  In  late  March 
the  bond  market  experienced  an  ex- 
haustion gap  move,  with  prices 
peaking  a  few  weeks  later  at  104. 
Conversely,  if  the  market  has  made 
a  bottom,  the  filling  of  an  exhaus- 
tion gap  after  reaching  a  low  would 
be  a  very  bullish  sign. 

After  an  upward  exhaustion  gap 
has  formed,  price  ranges  will  fre- 
quently narrow  for  a  couple  of  days 
or  weeks,  then  the  market  will  gap 
to  the  downside  on  heavy  volume. 
This  phenomenon  may  be  seen  on 
the  bond  chart  in  the  third  week  in 
April.  Such  a  situation  leaves  the 
few  days  of  highest  price  action 
looking  like  an  "island."  Island  re- 
versal patterm  are  created  by  an  ex- 
haustion gap  on  one  side  and  a 
breakaway  gap  on  the  other.  Such  a 
situation  usually  indicates  a  trend 
reversal  of  some  magnitude.  Islands 
may  be  formed  at  bottoms,  of 
course,  in  just  the  same  way  as  at 
tops.  Readers  who  want  to  learn 
more  about  chart  patterns  would  do 
well  to  consult  John  Murphy's 
book.  Technical  Analysis  of  the  Futures 
Markets,  reviewed  in  this  column  in 
the  July  28  issue.  ■ 


Giq>s — a  map  to  profits 


Common  gaps  (1)  occut  within  a  trading  range. 
Breakaway  gaps  @  are  observed  when  prices  leave  a 
trading  range.  Runaway  gaps  (5)  generally  occur 
about  midway  through  a  major  move.  Exhaustion 
gaps  ®  signify  a  reversal  is  at  hand.  A  combination 
of  an  exhaustion  gap  and  breakaway  gap  can  form  an 
island  reversal  (5)  pattern. 
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Streetwalker 


Comeuppance 

By  bunic  estimates,  Wall  Street's 
arbitragers  collectively  lust  as 
much  as  $200  million  last  month. 
Poor  fellows.  They  who  work  so  hard 
for  so  little. 

Was  It  that  the  insider  trading  scan- 
dals had  temporarily  plugged  some 
leaks?  An  arb  without  leaks  is  like  a 
plant  without  water. 

But  there  was  more  to  it.  The  head 
arb  at  a  major  investment  banking 
firm  tells  Streetwalker  that  too  much 
success  can  make  you  sloppy.  "The 
arbitrage  business  has  been  a  bull 
market  business  where  your  mistakes 


were  corrected  by  the  overall  rally," 
he  explains.  "People  began  to  think 
they  were  invincible.  If  deals  broke, 
the  stocks  involved  simply  didn't  fall 
that  far.  You  were  being  rewarded  for 
your  sloppiness." 

Only  It  didn't  work  that  nicely  last 
month.  One  of  the  month's  big  take- 
over deals  was  Panhandle  Eastern,  the 
natural  gas  pipeline  operator,  target  of 
Star  Partners,  an  investor  group  led  by 
Texas  oilmen  Cyril  Wagner  Jr.  and 
Jack  Brown.  In  the  midst  of  it.  Pan- 
handle settled  an  old  dispute  with  Al- 
geria over  LNG  contracts,  coming  out 
poorer  than  had  been  expected.  Wag- 
ner and  Brown  have  not  officially 
called  it  quits,  but  they  have  been 
mighty  silent  of  late.  The  stock  has 
sunk,  and  there  haven't  been  any  ad- 
ditional bidders  to  bail  out  the  arbs. 

Red  ink. 

A  second  opportunity  blown  was 
the  Associated  Dry  Goods-May  De- 
partment Stores  merger,  a  classic  ex- 
change of  shares.  To  lock  in  profits  on 
a  stock-swap  deal,  an  arb  usually  goes 
long  the  target,  short  the  acquirer. 
Trouble  was  that  the  market  broke 
before  the  terms  were  announced  and, 
with  the  May  stock  down  around  13 
points,  the  arbs  were  nervous  about 
shorting  it.  So  here  they  were,  long 
Associated  but  not  short  May. 


What  happened  next,  unfortunately 
for  them,  was  that  May  dropped  fur- 
ther. The  arbs  were  left  holding  tons 
of  Associated  which,  w-hen  the  deal 
finally  goes  through,  they  will  have  to 
turn  in  fur  May  stock  that  has  dropped 
sharply  in  price.  It  is  rumored  that 
Ivan  Boesky,  poor  chap,  could  lose  a 
bundle.  (Will  he  now  write  another 
book  and  tell  investors  what  a  chump 
he  was?) 

Then  there  was  Lockheed  Corp.'s 
takeover  of  Sanders  Associates.  Sever- 
al arbs  bet  heavily  that  rival  bidder 
Loral  would  up  the  price.  It  didn't. 
Street  gossip  says  John  Mulheren  of 
Jamie  Securities,  recent  subject  of  a 


glowing  Wall  Street  Jour>ial  profile,  got 
hurt  in  this  one. 

"Just  at  the  point  where  you  think 
you're  invulnerable,  that's  when  you 
get  clocked,"  says  Streetwalker's 
chastened  arb.  Arbs  are  not  the  only 
investors  who  would  do  well  to  keep 
that  in  mind. — Thomas  Jaffe 


Surprise,  surprise 

Last  January  bulls  on  Greenman 
Brothers  Inc.  said  earnings  for  the 
fiscal  year  ending  Jan.  31  would  top 
the  previous  year's  record  $1.86  a 
share.  The  company  didn't  argue. 
That  helped  kick  the  Amex-listed 
stock  from  the  low  20s  to  over  30  by 
March.  Then  earnings  came  in  at  just 
$1.60  for  the  $218  million  (sales)  toy 
retailer  and  wholesaler  based  in  Farm- 
ingdale,  N.Y.  In  May  Greenman 
shares  were  below  20,  losing  a  third  of  • 
their  value  on  that  bad  prediction. 

Terence  McEvoy  of  New  York's 
Smith  Barney,  Harris  Upham  &  Co. 
thinks  that  Greenman  has  been  ma- 
ligned by  the  market.  He  thinks  the 
company  will  do  exceptionally  well 
this  Christmas  season  and  earn  $2  a 
share  this  year,  $2.50  for  the  year  end- 
ing Jan.  31,  1988. 
The   predictions   may   return  to 


haunt  McEvoy.  Most  of  those 
tronic  talking  toys  that  are  taki 
market  by  storm  (Forbes,  Jm 
come  from  little  producers 
Worlds  of  Wonder,  Lewis  C 
Toys  and  View-Master  Interna 
When  their  capacity  is  strained 
suppliers  are  often  not  as  relia 
big  manufacturers  like  Matte 
Hasbro.  So  there  is  always  the  c 
that  Greenman  will  not  have  e 
of  what's  hot  when  it  is  at  pe 
mand.  One  bear  (of  the  analys 
ety)  even  thinks  that  Greenma 
be  lucky  to  repeat  $1.60  this  yea 
recent  price  of  18%,  and  in  the  c 
market  turbulence,  this  jack-i 
box  is  one  that  is  probably  bett 
on  the  shelf.— T.I. 


Piqier  profits 

St.  Paul,  Minn.'s  Pentair  In 
made  a  name  for  itself  by  a 
ing  underperformers  and  tt 
them  into  winners.  Starting 
scratch  in  1981,  Pentair  (1985 
$534  million)  has  built  its  indi 
group — mainly  portable  elei 
tools  and  woodworking  and  i 
working  machinery — to  where 
counts  for  32%  of  sales  and  4. 
operating  profits.  Only  last  r 
Pentair  agreed  to  pay  $83  milli 
$178  million  (sales)  McNeil  ' 
which  makes  lubrication  equip 
power  sprayers,  pumps  and  ! 
ming  pool  accessories. 

What  particularly  excites  ai 
Douglas  Wuerth  of  Omaha's  Ki 
rick,  Pettis,  Smith,  Polian  is  Per 
growing  business  in  specialty  p 
Pentair  has  a  joint  venture  with 
nesota  Power  to  build  a  $380  m 
mill  in  Duluth  that  will  prod 
special  kind  of  uncoated  paper  f 
vertising  inserts  and  supplemen' 
cause  this  stock  enjoys  a  cost  a 
tage  of  about  20%  over  compe 
grades  of  lightweight  coated  paj 
IS  expected  to  be  in  great  demani 
the  next  decade.  The  mill  shoulc 
in  early  1988. 

Pentair's  earnings  last  year  we 
slightly,  to  $2.24  a  share,  fully 
ed,  but  Wuerth  expects  $2.35  a 
this  year  and  $2.75  next.  Recent 
price,  24 '/i,  is  far  too  low, 
Wuerth,  for  a  company  whose 
ings  have  compounded  at  26.9' 
nually  for  ten  years  and  whose  r 
on  equity  has  averaged  17.9%  d 
the  period.— T.J. 
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Free  calls? 

Sharon  Siegfriedt  of  Boston's  New 
England  Equity  Research  thinks 
she  has  unearthed  a  turnaround  in 
Dennison  Manufacturing  Co.,  based 
in  nearby  Waltham,  Mass.  Dennison 
(1985  sales,  $662  million)  makes  sta- 
tionery and  computer  products,  mer- 
chandise identification  and  control 
systems,  and  package  decoration  and 
coding  items.  Business  was  poor  last 
year — a  $13.9  million  aftertax  write- 
off helped  cut  1985  earnings  to  43 
cents  a  share,  vs.  $2.27  in  1984. 

But  orders  have  improved,  and  Sieg- 
friedt expects  Dennison  to  earn  $1.87 
a  share  this  year  and  $2.65  in  1987.  At 
least  10  cents  a  share  this  year  should 
come  from  Delphax  Systems,  a  joint 
venture  with  Xerox  that  designs  and 
manufactures  an  innovative  printer 
considered  faster  and  more  reliable 
than  laser  printers.  Olivetti  and  Hon- 
eywell are  already  customers. 

Equally  intriguing  is  Hygeia  Sci- 
ences, a  diagnostic  health  care  kits 
maker  39% -owned  by  Dennison.  Hy- 
geia distributes  a  pregnancy  detection 
kit  for  professionals  through  Hoff- 
mann-LaRoche  and  has  a  deal  with 
Tambrands  to  market  a  similar  kit,  as 
well  as  an  ovulation  predicter  test, 
over-the-counter. 

Siegfriedt  argues  that  with  Denni- 
son selling  at  a  recent  27y4,  barely  10 
times  her  estimate  of  next  year's  earn- 
ings, investors  are  getting  a  call  on  the 
new  Delphax  and  Hygeia  products  for 
practically  nothing. — TJ. 


Ooops! 

Streetwalker  goofed  last  issue 
(Forbes,  Aug.  11]  when  we  said 
that  all  was  well  with  McLean  Indus- 
tries' 12%  subordinated  debentures, 
due  2003. 

Contrary  to  our  story,  McLean  did 
not  make  its  luly  15  interest  pay- 
ments on  time.  On  July  24  the  compa- 
ny announced  it  is  working  on  a  re- 
structuring plan  and  is  deferring  debt 
payments.  Anticipating  the  an- 
nouncement, the  bonds  collapsed. 
The  12s  of  2003  were  recently  down 
to  393/4;  the  14 'As  due  1994  were  at  43. 

Strategy  now?  Averaging  down  is 
painful  but  looks  sound  here.  Says 
Felice  Shiroma,  Moody's  transporta- 
tion analyst:  "So  far  the  creditors  have 
been  sticking  by  the  company.  As 
long  as  they  continue  to  do  so, 
McLean  should  eventually  be  able  to 
make  good  its  debts." — Lisa  Gubernick 


Part  of  tsiking  c£ire 
of  business 
is  taking  care  of 
my  high  blood  pressure. 


In  my  job  I  take  care  of  a  lot 
of  things.  Meetings,  presenta- 
tions, and  the  needs  of  a 
string  of  clients.  So  I've  got  a 
responsible  job.  I've  also  got 
high  blood  pressure.  And  I'm 
just  as  responsible  in  taking 
care  of  it.  I  take  my  blood 


pressure  pills,  watch  my 
weight  and  go  very  easy  on 
the  salt.  I  consider  taking 
care  of  my  high  blood  pressure 
part  of  my  job.  After  all,  how 
can  I  do  well  unless  I  take 
care  of  myself? 


A 


HIGH  BLOOD  PRESSURE 
Treat  it  for  life. 

The  National  High  Blood  Pressure  Education  Program 
The  National  Heart,  Lung,  and  Blood  Institute,  National  Institutes  of  Health 
Public  Health  Service,  U  S  Departnnent  of  Health  and  Human  Services 
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Alberto-Culver    139 
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Allied-Lyons  (Baskin-Robbins)    15 

Alps  Electric   30 

Amerada  Hess   8 

American  Can   34,  138 

American  Express  (Shearson 

Lehman  Brothers)    34,  56,  139 

American  Water  Works    146 

Amoco    148 

Amway    130 

Apple  Computer  30,  52 

Associated  Dry  Goods    162 

AT&T    14,  100 

Atlantic  Richfield   34 

Avery   34 

Bank  of  America   167 

Bankers  Life  Insurance   104 

Banque  Lambert   34 

Beatrice   34 

Beneficial  56 

John  Blair   34 

BMW   30 

Bodycare    132 

Booz,  Allen  &  Hamilton   124 
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Butler  International    156 
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Capitol  Records   142 
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Cine  Enterprises  92 
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Clayton  &  Dubiher  34 


Coastal    34 

Coca-Cola  ..•   148 

Columbia  Savings  &.  Loan  Association   34 

Command  Performance    134 

Commodore  International   30 

Computer  Software  Organization   100 

ComputerLand   52 

Continental  Can    138 

CooperVision  34 

Criterion  Investment  Management    104 

Crown  Cork  &.  Seal    138 

CSX    104 

Cumberland  Farms   8 

Daewoo   8 

Dallas  Corp   156 

Dallas  Communications   92 

Damson  Oil   69 

Dataquest   52 

Days  Inns   34 

Deere  32 

Delia  Femina,  Travisano  &.  Partners    124 

Delphax  Systems   163 

Dennison  Manufacturing    163 

Digital  Equipment    158 

Dino  de  Laurentiis    92 

Christian  Dior    20 

Walt  Disney  Productions   8 

D'Lites  of  America   66 

Dow  )ones  (VCal/ Sneel  ldiinui/)   162 

Drexel  Burnham 

Lambert    6,  23,  34,  138,  139 

Dreyfus   34 

Dun  &.  Bradstreet   9 

Dun  6*.  Bradstreet  (Moody's)   163 

Dunhill  Personnel    134 

Dunkin'  Donuts    8 

E.I.  Du  Pont  (Conoco)   8 

Eastern  Air  Lines   15 

Eastman  Kodak   132 

Equitable  Investment  Management   152 

ESN   8 

Exxon   34,  76 

Federal  National  Mortgage    142,  152 

Financial  Corp  of  America    142 

Financial  Corp  of  Santa  Barbara    142 

First  Capital  Holding   34 

First  Executive   34 

First  Stratford   34 

Foothill  Research    100 

Ford  Motor   14,  56,  124,  167 

Franchise  Network    134 


Fruehauf   139 

Fu)i  Bank  9 

Fujitsu    100 

Fujitsu  of  America   8 

CAE  34 

Lewis  Galoob  Toys    162 

General  Dynamics    167 

General  Electric    14,  25,  92,  120 

General  Instrument   30 

General  Motors    8,  30,  124,  158 

Getty  Oil   82 

Gold  Star  30 

Golden  Nugget   34 

Goldman,  Sachs    139 

B.F.  Goodrich   134 

Government  National  Mortgage 

Association    142 

Grace   8 

Grady    167 

Greenman  Brothers    162 

Greyhound   74 

GTE  8 

Gulf  34 

Gulf  &.  Western  (Paramount)   92 

Hag   132 

Larry  Harmon  Pictures    142 

Harris  Graphics   34 

Hartmarx   34 

Hasbro   162 

Hay  Group   25 

Hellman,  Jordan  Management    152 

Herbalife    130 

Hewitt  Associates   25 

Hewlett-Packard    100 

Hitachi   30 

Hitachi  America   100 

Honda   30 

Honeywell    163 

HQ  Network  Systems  8 

Hygeia  Sciences   163 

IBM    10,  30,  52,  76,  100,  152,  158 

Imasco  (Hardee's  Food  Systems]   8 

Integrated  34 

Intermountain  Power  Agency    151 

Isuzu    124 

ITT   8 

Jamie  Securities   162 

JVC  30 

Kirkpatrick,  Pettis,  Smith,  Polian   162 

Kohlberg  Kravis  Roberts   34 

Korn/Ferry  International   9 
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Lazard  Freres    139 

Lehrer/McGovem    10 

Liberty  Travel  20 

Lincoln  Foodservice  Products    152 

Lloyds  Bank   9 

Loan  Depot   56 

Lockheed    34,  162,  167 

Lomas  &  Nettleton   120 

Loop  Business  Services   8 

Loral   162 

L'Oreal    139 

Lorimar-Telepictures   34 

Lotus  Development    100 

LTV   34 

Macrovision   8 

Magten  Asset  Management  34 

Mantar  Associates  34 

Matsushita  30 

Mattel   34,  162 

May  Department  Stores   162 

MCA    8 

MCA  (Universal  Pictures)   92 

McDonald's    20,  66,  82,  134 

MCI  Communications   34 

McLean  Industries    163 

McNeil   162 

Medco  Containment  Services   34 

Mellon  Bank    104 

Mergers  &  Acquisitions    139 

Memll  Lynch    56,  69,  139 

Metromedia   34 

Metropolitan  Life  Insurance  34 

MGM/UA   8,  92 

Microsoft    100 

Minnesota  Povifer    162 

Mobil   34 

Morgan  Stanley    30,  34,  139 

J.P.  Morgan   34 

Motorola   30,  152 

Mr.  Donut   8 

New  England  Equity  Research   163 

New  World  Pictures  92 

New  York  Telephone   167 

New  York  Times   18 

News  Corp  34 

John  Nuveen   14 

Nynex   52 

Occidental  Petroleum  8 

OfficePlus   8 

Olivetti    163 

OmniOffices  8 


Otter  Creek   ,  34 

Oxoco  34 

Pacific  Investment  Management    104 

Pacific  North  West  Studio  92 

Pacific  Telesis   52 

Paine  Webber  Group   69 

Pan  Am   34 

Panhandle  Eastern   162 

Parsons   134 

J.C.  Penney   9 

Pennzoil   82 

Pentair    162 

People  Express    74 

Peter  Pan  Bus  Lines    74 

Petrie  Stores    153 

Petro-Lewis  69 

Pclrnleiim  Intelligence  Weekly    8 

Phillips  Petroleum   34 

Pilgrim  Group   34 

Pollner,  Mezan,  Stolzberg  &.  Frechtman    87 

Porex  Technologies   34 

Porter,  Wright,  Morris  &  Arthur   14 

Price    153 

Prime  Computer    10 

Profitool    10 

Promod    100 

Proskauer  Rose  Goetz  &.  Mendelsohn  82 

Prudential  Insurance  9,  34 

Public  Service  Co  of  New  Mexico    152 

Pullman    167 

Random  House    19 

Rapid-American   34 
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Revlon  Group   34,  120 
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RIR  Nabisco    76 
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Rolls-Royce    124 

Safeway  Stores  34 
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Salomon    148 

Sanders  Associates    162 
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Scudder,  Stevens  &  Clark  96,  152 

Seamen's  Bank  for  Savings    120 

Sears,  Roebuck   9,  14,  134 

Sears,  Roebuck  (E.F.  Hutton)  69 

Security  Pacific   56,  96 

Sharon  Steel   14 

Smith  Barney,  Harris  Upham   162 

Software  Research  Associates    100 


Southern    152 

Southland  8 

Southmark   34 

Sperry    82 

Standard  Oil  of  Ohio  34 

Star  Partners    162 

State  Farm  Mutual    10 

Steelcase    132 

Stella  Systems   100 
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Tambrands   163 
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Texaco    82 
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Tierco  Group   34 
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Uniroyal  34 
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Urban  National    139 
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Value  Line    156 
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Warner  Brothers   8 
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Forbes  Wagon  Creek  Ranch. 
One  of  the  few  remaining 
places  in  the  civilized  world 
where  it  is  still  possible  to  live  as  the 
pioneers  did — freely  and  intensely. 
This  incredibly  beautiful  land 
combines  all  of  the  primeval 
wonders  of  an  untamed  environment 
so  cherished  by  the  true 
outdoorsman.  Here  on  the  fabulous 
Forbes  Trinchera  ranchlands  you 
can  experience  each  day  the  joy  and 
contentment  of  being  a  part  of  a 
natural  way  of  life. 

If  hunting  is  a  very  special  thing 
for  you,  particularly  hunting  for  elk, 
deer  or  bear,  there  is  probably  no 


better  place  to  call  home  than  your 
own  Forbes  Wagon  Creek  Ranch. 
It's  the  perfect  place  for  a  hunter's 
retreat  in  the  heart  of  thousands  of 
acres  of  magnificent  wilderness. 

The  abundance  of  animals  and 
other  game  that  regularly  graze 
through  Forbes  Wagon  Creek  and 
the  more  than  250  square  miles  of  this 
southern  Colorado  ranchland  has 
made  this  one  of  the  legendary  private 
hunting  areas  in  the  world. 

Our  minimum  40-acre  ranches 
start  at  $30,000.  Here  in  the  foothills  of 
the  majestic  Rockies  you  can  hunt, 
ski  cross  country,  ride  horseback  or 
just  enjoy  the  breathtaking  dawns, 


sunsets  and  changing  seasons  in  the 
shadow  of  Mount  Blanca,  one  of 
Colorado's  highest  peaks. 

This  exclusive  preserve  is  the 
ideal  place  to  acquire  a  substantial 
piece  of  land.  A  chance  to  fulfill  the 
American  dream  that  offers  an 
unspoiled  future  for  hunters,  as  well 
as  a  legacy  for  their  families  and 
those  who  will  follow. 

For  more  information  on  how  you 
can  own  your  own  part  of  Forbes 
Magazine's  breathtaking  hunters' 
heaven,  without  obligation, 
write  or  call  today  for  full  details 
and  color  brochure  on  this 
exceptional  offer. 


FORBES    WAGON     CREEK  RANCH 

Errol  Ryland,  Manager      Box  303  AT    Fort  Garland,  Colorado  81 133  303/379-3263 


Obtain  the  Properly  Report  required  by  Federal  law  and  read  it  before  signing  anything.  No  Federal  agency  has  judged  the  merits  or  value,  if  any,  of  this  property.  Equal  Credit  and  Housingi 
Opportunity.  A  statement  and  offering  statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York.  The  filing  does  not  constitute  approval  of  the  sale  or  lease  or  offer  for  sale  on 
lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering.  A  copy  of  the  offehng  statement  is  available,  upon  request,  from  Sangre  de 
Cristo  Ranches,  Inc.  NYA86-56  AD20536 
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Edited  by  Dero  A.  Saunders 


"The  more  things  change. . . ."  Items  from  past  issues  of  Forbes 


Traveling  demonstrator  of  the  1920s  offered  a  new  Grady  oil  burner  for  only  $275 


Sixty  years  ago  in  Forbes 

(From  the  issue  of  Septeinber  1,  1926) 

"Why  has  the  oil  burner  industry  pro- 
gressed with  such  rapid  strides?  Why 
is  it  that  the  increase  in  output  in  the 
case  of  some  manufacturers  has 
reached  6,000%  in  the  last  five  years? 
Because  practically  every  user  is  so 
enthusiastic  that  he  is  eager  to  fly  the 
baimer  'We  bum  oil.'  " 

"One  gets  the  impression  that  decen- 
tralization of  industry  has  set  in  and  is 
likely  to  broaden  greatly.  Already 
branch  plants  are  being  established  at 
various  strategic  distribution  points. 
I  Ford's  example  in  setting  up  large  as- 
;  sembling  plants  all  over  the  country 
doubtless  is  having  an  influence.  The 
\  great  mail-order  houses  of  Chicago 
!  also  are  opening  branches;  one  opened 
I  in  Atlanta  a  few  weeks  ago  attracted 
!  30,000  visitors  the  first  day." 

Fifty  years  ago 

(From  the  issue  of  September  1,  1936) 

!  "Tugboats  doing  odd  jobs  in  a  busy 
harbor  waste  a  lot  of  time  and  money 
by  going  ashore,  perhaps  several  times 
a  day,  for  orders  from  headquarters. 

i  Now,  a  new  application  of  the  ship-to- 
shore  telephone  hookup  used  on  great 
transatlantic  liners  may  reduce  this 
waste.  New  York  Telephone  Co.  has 
just  started  a  similar  service  for  the 
waters  of  New  York  harbor  over 
which  the  owners  and  captains  of 
properly  equipped  tugs  can  exchange 
orders  and  information." 

"Since  air-conditioning  has  become 
the  rule  on  overnight  trains,  railroads 
report  that  passengers  board  sleeping 


cars  at  the  point  of  departure  much 
earlier  than  they  used  to  in  hot  weath- 
er; and  that  overnight  trips  in  Pull- 
mans are  becoming  more  popular  as 
travelers  switch  from  the  old  custom 
of  taking  an  afternoon  trip  so  they  can 
sleep  in  a  hotel  at  night." 

Twenty-five  years  ago 

(From  the  issue  of  September  1,  1961) 


General  Dyttamics'  huge  losses  in  1961 
signaled  the  approaching  end  of  Frayik 
Pace's  tenure  as  chairman 

"Despite  [Chairman  Frank]  Pace's  im- 
plication in  March  that  all  of  his  jet 
losses  had  been  written  off,  General 
Dynamics  took  its  biggest  jet  loss  yet 
in  the  first  half  of  1961.  It  came  to  a 
staggering  $116.5  million,  which 
more  than  wiped  out  the  $33  million 
in  pretax  profits  produced  elsewhere 
in  the  company.  In  spite  of  a  probable 


$2  billion  volume  this  year,  GD  is 
thus  all  but  certain  to  run  in  the  red 
for  the  second  straight  year." 

"When  Charles  Scribner  IV  succeeded 
his  late  father  as  head  of  the  country's 
most  venerable  publishing  firm  in 
1952,  Ernest  Hemingway,  an  old 
friend,  wrote  him  a  long  personal  let- 
ter, which  concluded  with  a  list  of  his 
'rules  for  life.'  Among  them,  this  one 
which  we  pass  on  without  further 
comment:  'Always  do  sober  what  you 
said  you'd  do  drunk:  That  will  teach 
you  to  keep  your  mouth  shut.'  " 

"There  are  just  two  ways  to  lose  mon- 
ey when  a  major  corporate  venture 
goes  sour:  piecemeal,  or  the  way 
Chairman  Robert  E.  Gross  of  Lock- 
heed Aircraft  Corp.  did  it  last  year.  In 
one  horrifying  second-quarter  plunge. 
Gross  dropped  his  long-standing  divi- 
dend and  wrote  off  $67.5  million  in 
commercial  airplane  costs — one  of 
the  biggest  quarterly  losses  ever  taken 
by  a  U.S.  corporation." 

Ten  years  ago 

(From  the  issue  of  September  1,  1976) 

"Though  BankAmericard  has  grown  to 
be  a  lusty  $  1 2  billion  operation,  parent 
Bank  of  America  is  unhappy  with  its 
offspring's  name  for  two  reasons.  First, 
that  word  'bank'  is  considered  unfortu- 
nate, since  the  card's  issuers  also  in- 
clude credit  unions  and  savings  <Si  loan 
associations,  and  some  people  don't 
like  banks  anyway.  Second,  the  word 
'America'  carries  negative  connota- 
tions in  many  countries  where  the  card 
is  used.  So  a  new,  more  neutral  and 
sexier  name,  'Visa,'  has  been  trade- 
marked  and  a  multimillion-dollar  ad 
campaign  commissioned.  ..." 

"[Insurance]  rate  increases  vary  from 
company  to  company,  from  line  to 
line,  from  state  to  state,  but  overall 
they  will  probably  amount  to  20% 
this  year,  fully  accounting  for  the  esti- 
mated 20%  rise  in  premiums  written 
this  year.  The  trouble  is  the  lag  be- 
tween the  pleasure  in  collecting  from 
the  company  and  the  pain  of  having  to 
pay  higher  rates.  Because  of  this  lag, 
property  and  casualty  companies  paid 
out  $6.9  billion  more  in  claims  in 
1974  and  1975  than  they  took  in  as 
premiums;  this  deficit  wiped  out  a 
major  part  of  the  $7.7  billion  earned 
from  their  investments." 
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To  say  I  always  look  my  best  can 
only  mean  the  worst. 
T.S.  Eliot 


My  clothes  keep  my  various  selves 
buttoned  up  together,  and  enable 
all  these  otherwise  irreconcilable 
aggregates  of  psychological 
phenomena  to  pass  themselves  off 
as  one  person. 
Logan  Pearsall  Smith 


It  is  not  every  man  that  can  afford 
to  wear  a  shabby  coat. 

C.C.  COLTON 


Vanity  as  an  impulse  has  without 
doubt  been  of  far  more  benefit 
to  civilization  than  modesty 
has  ever  been. 
William  E.  Woodward 


Vanity  dies  hard.  In  some  obstinate 
cases  it  outlives  the  man. 
Robert  Louis  Stevenson 


I'm  tired  of  all  this  nonsense  about 
beauty  being  only  skin-deep. 
That's  deep  enough.  What  do  you 
want — an  adorable  pancreas? 
Jean  Kerr 


Through  tattered  clothes  small 
vices  do  appear; 

Robes  and  furred  gowns  hide  all. 
William  Shakespeare 


It's  grand,  and  ye  canna  expect  to 
be  baith  grand  and  comfortable. 
James  Barrie 


Pride  does  not  wish  to  owe 
and  vanity  does  not  wish  to  pay. 
La  Rochefoucauld 


We  do  not  content  ourselves  with 
the  life  we  have  in  ourselves;  we 
desire  to  live  an  imaginary  life  in 
the  minds  of  others,  and  for  this 
purpose  we  endeavor  to  shine. 
Blaise  Pascal 


Thoughts 

on  the  Business  of  Life 


It  is  only  shallow  people  who 
do  not  judge  by  appearances. 
Oscar  Wilde 


Genuine  politeness  is  not  veneer,  is 
not  mere  pretension,  is  not  assumed,  is 
not  artificial.  Universities  in  the  olden 
days  paid  most  attention  to  turning 
out  f^oitlemen,  }}ien  of  polished 
manntrs,  men  t(iui>,hl  to  hare  regard 
for  the  feelings  and  the  comfort  of 
others  The  highest  success  in  nearly 
evety  walk  (jf  life  depends  upon  one's 
standing  with  others,  upon  the  esteem 
in  which  one  is  held,  upon  the  impres- 
sion one's  actions  make  upon  others. 
B.C.  Forbes 


To  measure  up  to  all  that  is 
demanded  of  him,  a  man  must 
overestimate  his  capacities. 
Goethe 


The  charms  that  work  on  others 
count  for  nothing  in  that 
devastatingly  well-lit  back  alley 
where  one  keeps  assignations  with 
one's  self:  no  winning  smiles  will 
do  here,  no  prettily  drawn  lists  of 
good  intentions. 
Joan  Didion 


This  is  the  great  folly  of  grown- 
ups— wanting  what  lasts,  wanting 
to  last.  Only  two  things  last:  shoes 
too  small  and  foolishness. 
Minou  Drouet 


A  Text . . . 

He  that  is  slow  to  anger  is 
better  thaa  the  mighty;  and 
he  that  ruleth  his  spirit  than 
he  that  taketh  a  city. 
Proverbs  16:32 


Sent  in  by  Gwen  Gillmore,  Amherst,  Mass. 
What's  your  favorite  text?  The  Foibes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  IS  presented  to  senders  of 
texts  used. 


Though  pride  is  not  a  virtue,  it  is 
the  parent  of  many  virtues. 
J.C.  Collins 


Let  us  not  be  too  particular.  It  is 
better  to  have  old  second-hand 
diamonds  than  none  at  all. 
Mark  Twain 


I  have  always  a  sacred  veneration 
for  anyone  I  observe  to  be  a  little 
out  of  repair  in  his  person,  as 
supposing  him  either  a  poet  or 
a  philosopher. 
Jonathan  Swift 


I  explained  to  him  I  had  simple 
tastes  and  didn't  want  anything 
ostentatious,  no  matter  what 
it  cost  me. 
Art  Buchwald 


Where's  the  man  could  ease  a  heart 
Like  a  satin  gown? 
Dorothy  Parker 


Fashion  is  in  everything  except 
in  the  making  of  war,  but  war 
makes  fashions. 
Gertrude  Stein 


The  human  face  is  really  like  one 
of  those  Oriental  gods:  a  whole 
group  of  faces  juxtaposed  on 
different  planes;  it  is  impossible 
to  see  them  all  simultaneously. 
Marcel  Proust 


More  than  6,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $29.95  ($17.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $17.50.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York, 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 
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When  computers  get  down  to  business,  they  move  up  to  Maxell. 


Maxell  was  first  to  provide 
you  with  a  5V4"  high  density 
floppy  disk.  Just  another 
example  of  how  we  keep 
you  a  step  ahead. 


maxell 

THE  GOLD  STANDARD 


Maxell  Corporation  of  America,  60  Oxford  Drive,  Moonachie,  NJ  07074 


Dreyfus 
Fidelity  Investments 

Janus 
Neuberger&  Berman 
Scudder 
SteinRoe 
XRowe  Price 
Value  Line 
Vanguard 

Where  can  you  buy  all  these  fiind  families 

with  mie  phone  call? 


The  Schwab  Mutual  Fund 

Marketplace. 

It  looks  like  the  list  of  "Who's  Who" 
of  mutual  funds.  But  it's  really  just 
a  partial  listing  of  the  many  mutual 
fund  families  that  you  can  buy  through 
Charles  Schwab.  In  fact,  at  Schwab 
you  can  choose  from  over  200  no-load 
and  low  load  funds.  Take  your  pick  of 
stock  funds,  bond  funds,  Ginnie  Mae 
funds,  tax-free  funds,  and  more. 

Investing  in  no-load  funds 
has  never  been  this  easy! 

Gone  are  the  days  of  contacting  each 
mutual  fund  directly,  sending  letters,  and 
waiting  for  the  mail  to  finally  arrive. 
Now  all  your  mutual  fund  investing  can 
be  done  through  your  Schwab  account 
with  one  phone  call! 

►  Your  mutual  fund  investments  will  be 
just  as  liquid  as  stocks. 

►  You  can  even  call  in  your  orders  24  hours 
a  day,  7  days  a  week. 

►  And  you  can  buy  mutual  funds  on  margin. 


Charles  Schwab,  Chairman 
Charles  Schwab  &  Co.,  Inc. 


Call  now  for 
free  information. 

Send  now  for  more  information, 
including  a  complete  listing  of  over 
200  mutual  funds  you  can  buy  and 
sell  with  just  one  phone  call  to 
Schwab.  Plus  we'll  send  you  an 
account  application  and  discount 
brokerage  information. 

Call  toll  free  today 

1-800-462-4000 

In  Nebraska  call  1-800-227-3800 

Or  mail  this  coupon. 


Charles  Schwab 

Mutual  Fund  Marketplace'^ 

□  YES!  Please  rush  me  free  information  on  easy 
mutual  fund  investing! 


Name. 


Please  Print  Clearly 


Address- 
City  


.  State/Zip. 


NEW  YORK:  335  Madison  Avenue,  NY  10017 
SAN  FRANCISCO:  101  Montgomery  Street,  CA  94104 
LOS  ANGELES:  1901  Avenue  of  the  Stars,  Suite  175,  CA  90067 
CHICAGO:  70  West  Madison  Street,  Suite  1300,  IL  60602 


A  Banl^America  Company 
CHARLES  SCHWAB  &  CO ,  INC /AMERICA  S  LARGEST  DISCOUNT  BROKERAGE  FIRM/SIPC 


R3MCP 


R)rbes 


The  ciditorial  index  of  companies  referred  to  in 
this  issue  is  on  pages  268  and  269. 

COMPANIES 

30    Hold  The  Velveeta— Please  Pass  The  Brie 

To  a  lot  of  people,  the  Cadillac  is  just  another  GM  "C"  car. 
Don't  blame  the  designers.  Blame  the  way  GM  has  been 
organized. 

34  Master  Of  The  Game 

Reliance  Group's  onlie  begetter,  Saul  Steinberg,  traded 
debt  for  equity  when  stocks  were  out  of  favor.  With  stocks 
in  favor,  he's  pulling  the  old  switcheroo.  Welcome  to  the 
billionaires  club,  Saul. 

35  Now  You  See  It . . . 

As  a  film  company.  Cannon  Group  seems  to  walk  on 
water.  Is  the  miracle  genuine?  Or  done  with  mirrors? 

40   The  Up  &  Comers:  Debt's  Downside 

Like  most  young  asset  pyramiders,  the  founders  of  Winn 
Enterprises  understood  the  wonders  of  leverage.  Unfortu- 
nately, they  overlooked  debt's  capacity  to  destroy  as  well 
as  to  create. 

48    True  Believers 

Recognition  Equipment's  turnaround  is  stalled  by  scandal. 
So  why  are  Saul  Steinberg  and  some  other  Wall  Street 
hotshots  in  a  buying  mood? 


|i  H 


56   (Twice)  Born-Again  Bankers 

Having  twice  succumbed  to  temptation,  Memphis' 
Union  Planters  National  Bank  faces  yet  another 
enticement. 


62    New  Hope  For  The  Dead 

The  old  Anaconda  copper  company  is  no  more,  but  out  of 
its  ruins  is  emerging  a  new  and  leaner  operation.  Butte, 
Mont.,  the  old  company  town,  is  also  working  hard  to  find 
a  new  future. 

INTERNATIONAL 

32   The  Fed  In  The  Middle 

Can  foreign-owned  banks  waltz  with  Wall  Street  when 
U.S.  banks  are  forbidden  to  do  so  by  federal  law?  Japan's 
Sumitomo  and  Germany's  ABD  say,  sure. 

INVESTING 

266  Streetwalker 

Loews;  First  Executive  and  Monarch  Capital;  Sun  Electric; 
French  gold  bonds;  supermarkets;  Texas  Eastern. 

ON  THE  DOCKET 

72    Be  Your  Own  Prosecuting  Attorney 

Some  businesses  think  they  have  a  new  way  to  go  after 
people  who  counterfeit  goods. 

MARKETING 

76    Tough  Slogging 

It  takes  more  than  an  improved  editorial  product  to  turn  a 
magazine  around.  Just  ask  Jann  Wenner. 

SCIENCE  &  TECHNOLOGY 

78    Space  Cadets 

So  the  kids  came  home  with  long  faces  from  summer  camp 
again?  Okay,  next  year  send  them  to  astronaut  school. 
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JO  GM's John  Grettefiherger 


62  Montaiici  Resources'  (jciidncr  ( left )  and  Tihuan 


PERSONAL  AFFAIRS 


CAREERS 


16    Getting  In 

rhinking  of  sponsoring  a  foreigner  for  U.S.  residency?  Be 
)repared  for  red  tape,  expenses  and  lawyers.  And  the 
;oveted  green  card  still  might  not  be  forthcoming. 


92    References  Upon  Request 

A  bad  employment  reference  can  haunt  you  like  a  curse.  If 
you  are  being  bad-mouthed  by  a  former  employer  or 
"friend,"  what  can  you  do  about  it? 


The  Forbes  1986  Annual  Mutual  Funds  Survey 


00  Out  of  Proliferation,  Confusion 

ince  the  1982  bull  market  began,  a  riot  of  mutual  funds 
las  been  loosed  on  investors.  Forbes  helps  you  make  sense 
if  the  melee. 

04  Buyer's  Guide 

fou'll  be  tempted  to  sign  up  for  the  fund  with  the  hottest 
ecord.  Take  a  deep  breath  and  go  for  consistency  instead. 

LIO  The  Forbes  Honor  Roll 

t's  easy  to  do  well  in  bear  markets  only  or  bull  markets 
mly.  A  handful  of  funds  can  deliver  good  results  in  both 
dnds  of  markets. 

112  The  Forbes  Mutual  Funds  Survey  Tables 

The  tables  begin  with  stock  funds,  then  cover  balanced 
runds  (which  buy  both  bonds  and  stocks),  bond  funds,  tax- 
■ree  bond  funds  and  money  markets,  and  end  with  names 
md  addresses  of  fund  distributors. 

>34  The  Long  View 

ifou've  just  opened  a  retirement  account  with  a  fund 
nanager.  Which  should  it  be — stocks  or  bonds?  A  bond 
nan  gives  a  surprising  answer. 


238  Two  Plus  Two  Still  Equals  Four 

Options  sound  complicated.  That  makes  them  an  excel- 
lent way  to  sell  investors  something  they  shouldn't  get 
involved  with. 

240  Murphy's  Law 

Everything  that  could  possibly  go  wrong,  plus  a  few  other 
things,  seems  to  go  wrong  for  United  Services  Advisors. 

241  Late  For  The  Party 

As  a  group,  funds  that  invest  abroad  have  topped  the  charts 
lately.  But  by  the  time  most  folks  recognize  such  things,  it 
is  rather  late  in  the  day. 

242  Capital  Pains 

There's  a  little  good  news  and  a  lot  of  bad  news  in  the 
elimination  of  favored  status  for  capital  gains. 

246  On  The  Shoulders  Of  A  Giant 

John  Templeton  is  a  legend  in  his  own  time.  Can  a  legend 
be  reincarnated? 

248  All  In  The  Fund  Family 

Shares  of  Franklin  Resources  are  up  9,000%  over 
the  past  four  years.  Too  bad  its  funds  don't 
perform  like  that. 


fACES  BEHIND  THE  HGURES 


>4  Jimmy  Ling,  conglomerator 

'4  David  Yeh,  Vnii  erscil  Matchbox  Group 

>6  Anthony  and  Jerome  Rich,  Reuters  Holdiugs  I'lc. 

>6  Irwin  Shapiro,  Securities  Training  Corp. 
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A  30-year  perspective 

In  the  market  for  a  mutual  fund?  There's  Fidehty  Magellan, 
which  has  $7  billion  in  assets  and  takes  in  $20  million  in  new 
money  on  a  busy  day.  And  then  there's  Mairs  &.  Pov^er  Income 
Fund,  w^hich  has  but  $5  million  in  assets  and  201  shareholders, 
almost  all  of  them  Minneso'tans.  These  are  but  2  of  the  1,339 
funds  listed  in  Forbes'  1986  Mutual  Funds  Survey.  Which  to 
choose?  We  suggest  you  base  your  decision  on  consistency  of 
performance.  Not  on  how  well  a  fund  did  in  the  last  quarter  or 
the  last  year,  but  on  how  consistent  its  performance  is  under 
different  sets  of  circumstances. 

Why  do  we  emphasize  consistency  over  raw  performance? 
Because  it's  no  use  to  buy  into  the  hottest  bull-market  fund  if 
you  happen  to  buy  at  the  top  of  the  market;  you'll  almost  be 
guaranteeing  yourself  a  big  loss.  And  it's  no  use  telling  yourself 
you  can  know  in  advance 
which  way  the  market  is 
headed.  A  wise  strategy, 
then,  is  to  go  with  one  of 
the  few  funds  that  do  well 
in  both  bull  and  bear  mar- 
kets. Which  are  they? 
Twenty-three  are  listed  in 
the  honor  roll  on  page  1 10. 

Since  bond  funds  are 
capturing  the  majority  of 
new  fund  investment,  this 
year  we  have  added  them 
to  the  rating  system.  Like 
stock  funds,  they  get  sepa- 
rate grades  in  up  and  down 
markets.  Like  stock  funds, 
bond  funds  don't  find  it 
easy  to  do  well  in  both 
kinds  of  markets. 

With  money  flowing 
into  mutual  funds  this 
year  at  the  rate  of  $16  bil- 
lion a  month,  it's  no  won-  i.„n.k  suDMnndi 
der  that  everyone  wants  to  be  a  fund  manager.  Yes,  the  business 
can  be  exceedingly  lucrative.  For  a  neat  case  in  point,  read  John 
Heins'  story  on  page  248,  where  you  will  learn  how  the  Johnson 
brothers  became  overnight  centimillionaires  with  their  adroit 
marketing  of  funds.  But  sometimes  the  business  is  not  so 
lucrative,  as  Robert  McGough  tells  in  a  story  on  page  240  about 
a  very  unlucky  fund  adviser. 

Our  first  annual  rating  came  out  in  1 956,  when  assets  in  funds 
totaled  $8.5  billion  and  nobody  paid  much  attention  to  the 
business.  Even  then,  30  years  back,  Forbes  had  the  sense  that 
this  was  an  industry  that  filled  a  public  need  and  had  a  big 
future.  Events  have  vindicated  this  view,  and  a  dozen  publica- 
tions have  gotten  on  the  bandwagon  with  mutual  fund  surveys 
of  their  own.  But  none  of  the  Johnny-come-latelies  puts  mutual 
fund  investing  in  the  perspective  we  do,  and  none  is  as  helpful  to 
the  investor.  Stories  on  funds  begin  on  pages  100  and  234. 
Rating  tables  begin  on  page  112. 


Senior  Editor 


FORBES,  SEPTEMBER  8,  1986 


A  MAILINC  SySTEM  T-ORPEOPtE 
DETERMINED  10  MAKE  MONEV 
e  FASTER  THAN  Tie  SPEND  H 


The  ntney  tjowes 
Modular  Mailing  System 
increases  your  mail  room  capacity 
economically  one  step  at  a  time. 

Our  6200  Modular  Mailing  System  can  save  you 
the  cost  and  aggravation  of  replacing  mailing  equipment  each    ,  •, 
time  your  mailing  needs  change. 
•    Just  add  features  to  your  meter  whenever  it's  practical. 
■  ."   That  way,  as  your  business  takes  off,  your  mail  room  expenses  won't. 

For  a  big  increase  in  mail  volume,  upgrade  to  ®  an  automatic  feeder  For 
increased  package  volume,  you  have  the  option  of  ©  a  sthp-tape  unit  or  a  roll-tape 
unit.  For  accurate  vyeighing,  add  ®  an  electronic  scale  and  stand.  And  to  avoid 
trips  to  the  post  office,  add  ®  our  exclusive  POSrAG£j$XPf^ON£  ™  postage  meter 

Call.l-800-MR.  BOWES,  ext.  227.  Or  write  to  Pitney  Bowes,  1702  Pacific  St., 
Stamford, CT 06926-0700.         :  ■  -'v 


Hp  Pitney  Bowes 


Trends 


The  paper  chase 

Offices  run  on  paper — and  so  do 
many  paper  mills.  Nearly  a  third 
of  the  paper  used  in  the  U.S.,  23  mil- 
lion tons  of  it,  is  recycled  waste,  al- 
most double  the  1970  figure,  says  the 
American  Paper  Institute.  At  an  aver- 
age $35  per  ton  for  newsprint  and  $45 
to  $50  for  used  cardboard  boxes,  waste 
paper  is  the  essential  raw  material  for 
a  third  of  the  nation's  600  pulp,  paper 
and  paperboard  mills.  (The  other  400 
use  wood.)  Demand  for  boxes  alone  is 
up  10%  this  year,  to  10  million  tons, 
because  mills  using  them  have  been 
built  or  expanded  in  California,  Vir- 
ginia, Georgia,  Florida  and  Louisiana. 
Exports  took  15%  of  the  waste  boxes 
sold  in  the  first  half.  The  problem  is  a 
shortage  of  cartons.  Mills  have  al- 
ready used  more  than  half  the  boxes 
they  had  on  hand  in  January,  and 
prices  have  risen  more  than  75%  in 
some  regions  since  then,  the  API  re- 
ports. Most  retail  chains,  supermar- 
kets and  factories  already  recycle 
their  boxes  and  provide  about  two- 
thirds  of  the  supply.  But  the  estimated 
50,000  corrugated-box  collectors  (who 
at  $50  a  load  can  earn  $750  a  week) 
have  apparently  missed  thousands  of 
mom-and-pop  grocery,  hardware  and 
candy  stores.  The  paper  industry 
wants  to  include  them,  since,  without 
their  waste  cartons,  at  least  30,000 
paper-mill  jobs  are  at  stake. 


The  yen  for  art 

The  rising  yen  has  yet  to  show 
much  impact  on  the  Japanese 
trade  balance,  but  in  the  art  world  it 
has  already  left  its  mark.  Japanese  art 
dealers  and  collectors  are  paying  rec- 
ord prices  at  American  auctions,  ac- 
cording to  Barden  Prisant  of  Tele- 
praisal.  Inc.,  who  runs  a  databank  of 
comparative  art  prices  in  Garden 
City,  N.Y.  At  one  sale  at  Christie's  in 
New  York  City  this  May,  he  notes,  a 
Japanese  buyer  paid  $825,000  for 
Claude  Monet's  oil  Petites  lies,  de  Port- 
Villez.  The  auctioneers  had  expected 
$350,000  to  $450,000.  The  yen's  value 
was  the  key  factor.  The  $825,000  now 
translates  into  127  million  yen;  a  year 
ago  the  same  buyer  would  have  had  to 
spend  195  million  yen — 54%  more — 
at  the  same  dollar  price.  Similarly, 
Prisant  says,  a  Renoir  oil  titled  Baign- 
euse  went  to  an  Osaka  gallery  for 
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Laureticin  s  )eune  Fille 


Going,  going,  gone  to  Japan. 


$1.43  million,  almost  double  the  pre- 
sale  estimate.  A  work  called  Jeime 
Fille  by  another  Impressionist,  Marie 
Laurencin,  whose  almond-eyed,  Ka- 
buki-complexioned  faces  have  made 
her  a  favorite  in  Japan,  brought 
$209,000  from  a  Japanese  dealer  at 
Christie's;  the  presale  estimates  had 
been  $60,000  to  $80,000. 


Inside  versus  outside 

Do  new  faces  in  management  help 
or  hurt  a  business?  It  depends  on 
whether  the  company  is  growing,  ma- 
tured or  slipping,  according  to  a  study 
of  58  business  units  by  the  Hay 
Group,  the  Philadelphia-based  man- 
agement consultants,  the  Strategic 
Planning  Institute,  a  research  firm  in 
Cambridge,  Mass.,  and  the  University 
of  Michigan.  Growth  businesses  with 
major  infusions  of  new  blood  at  the 
top  (20%  or  more  with  less  than  three 
years  of  experience)  surpass  their  ex- 
pected rate  of  return  on  investment  by 
10%,  while  those  depending  on  insid- 
ers miss  that  goal  by  20  points.  "Out- 
siders are  more  likely  to  abandon  the 
status  quo  and  adapt  strategies  and 
goals  to  the  turbulent  marketplace," 
says  Douglas  Cowherd,  a  Hay  pro- 
gram manager.  For  declining  busi- 
nesses, bringing  in  fresh  blood  also 
worked  well,  pushing  return  on  in- 
vestment 20%  beyond  expectations, 
while  similar  firms  relying  on  inside 


management  fell  5%  short. 

One  place  where  new  blood  makes 
little  difference — maturing  business- 
es with  80%  or  more  inside  manage- 
ment. "In  a  mature  market,"  Cow- 
herd says,  "there  is  less  need  for  inno- 
vative strategic  thinking  because  the 
right  direction  is  usually  clear  to  all." 


Computerized  exercise 

Many  of  the  500,000  paraplegics 
and  quadriplegics  in  the  U.S.  can 
now  hope  to  regain  some  use  of  their 
legs,  thanks  to  Dr.  Jerrold  Petrofsky  of 
Wright  State  University  in  Dayton. 
He  proved  it  possible  with  a  specially 
designed  bicycle  that  uses  computer- 
controlled  electrical  stimuli  to  move 
patients'  legs  for  them.  "The  elec- 
trodes act  as  a  spinal  cord,  and  the 
system  bypasses  the  damaged  part  of 
the  spine,"  says  Nan  Davis,  26,  a  para- 
plegic who  entered  the  then-experi- 
mental program  in  1982.  Within  six 
months  she  took  her  first  halting 
steps.  About  200  paraplegics  and 
quadriplegics  now  exercise  at  35  clin- 
ics on  a  Petrofsky  device  made  by 
Therapeutic  Technologies,  Inc.  of 
Fort  Lauderdale.  Another  40  have 
computerized  bikes  at  home.  Ohio's 
Middletown  Regional  Hospital  offers 
patients  a  two-  to  six-month  training 
program  that  will  send  them  home 
with  their  own  bikes.  Not  all  will 
walk,  but  exercise  relieves  pressure 
sores,  increases  circulation  and  heart 
and  lung  capacity,  alleviates  depres- 
sion and  may  reduce  the  risk  of  osteo- 
porosis, the  loss  of  bone  girth.  The 
federal  government  spends  $4  billion 
a  year  to  care  for  and  support  paraple- 
gics and  quadriplegics.  Without  exer- 
cise, a  paraplegic's  medical  expenses 
can  easily  run  $13,000  a  year.  With  it, 
that  can  be  cut  by  85%. 


Are  breakfasts  back? 

Breakfast  is  for  seniors,  the  Depart- 
ment of  Health  &.  Human  Ser- 
vices has  concluded  after  leisurely  di- 
gesting figures  gathered  in  a  1983  sur- 
vey. Only  38%  of  Americans  20  to  34 
eat  breakfast  every  day,  the  depart- 
ment says,  while  82%  of  those  over  65 
do  so.  Food  marketers,  however,  have 
been  working  to  make  those  figures 
obsolete,  according  to  Philip  Lempert, 
head  of  a  Belleville,  N.J.  ad  agency 
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"THE  GOLDEN  RULE 
OF  L.L.BEAN'' 


"Sell  good  merchandise  at  a  reasonable 
profit,  treat  your  customers  like  human 
beings  and  they'll  always  come  back 
for  more." 

Leon  Leonwood  Bean  started  a  company 
74  years  ago  based  on  this  simply  stated 
business  philosophy.  We  call  it  L.L.'s 
Golden  Rule  and  today  we  still  practice  it. 

Everything  we  sell  is  backed  by  a  100% 
unconditional  guarantee.  We  do  not  want 
you  to  have  anything  from  L.L.  Bean  that  is 
not  completely  satisfactory  Return  any- 
thing you  buy  from  us  at  any  time  for  any 
reason  if  it  proves  otherwise. 

L.L.  Bean  pays  all  regular  postage  and 
handling  charges  on  orders  shipped  within 
the  United  States.  This  means  that  the 
price  listed  is  the  only  amount  that  you  pay 
There  are  no  additional  costs. 

Send  for  our  FREE  fully  illustrated  1986 
catalogs.  They  feature  a  full  range  of  qual- 
ity products  for  men  and  women  who  enjoy 
the  outdoors.  Active  and  casual  apparel 
and  footwear,  winter  sports  equipment, 
luggage,  bedding  and  furnishings  for  home 
or  camp.  Practical  and  functional  gift  ideas. 
All  fully  illustrated  and  honestly  described. 

Order  anytime  24  hours  a  day,  365  days 
a  year  by  mail  or  with  our  convenient  TOLL 
FREE  phone  number.  Our  Customer  Serv- 
ice and  Telephone  Representatives  are 
always  here  to  serve  you.  We  maintain 
large  inventoriesand  ship  promptly. 


□  Please  send  FREE  1986  L.L.  Bean  Catalogs! 

Name  

Address  


City_ 
State. 


-Zip- 


L.L.  Bean,  Inc.,  255  Casco  St.,  Freeport,  ME  04033 


L.L.Bean 


specializing  in  food  advertisers.  The 
still-growing  popularity  of  the  micro- 
wave oven,  he  says,  has  prompted 
food  companies  during  the  past  few 
years  to  bring  out  new,  casy-to-cook, 
full-course  breakfasts  like  frozen  om- 
elets, pancakes,  sausage  and  bacon 
dishes,  etc.  This,  he  thinks,  is  bring- 
ing back  the  idea  of  at-home  break- 
fasts. "While  Washington  has  been 
working  on  the  1983  data,"  he  says, 
"the  rules  for  breakfast  have  been 
changing." 


Quote,  unquote 

Robert  Half,  chairman  of  the  New 
York  City-based  recruiting  firm, 
commenting  on  a  survey  that  found 
business  executives  typically  arrive  at 
work  at  7:35,  the  troops  at  8:05:  "The 
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T.  Boone  Pickens 


How  one  Texan  sees  it. 


image  of  the  business  day  beginning 
at  9  a.m.  is  a  myth." 

Oilman  T.  Boone  Pickens,  on  what 
depressed  oil  prices  have  done  to  his 
fellow  Texans:  "You  know  the  differ- 
ence between  a  pigeon  and  a  Texan? 
The  pigeon  can  still  make  a  deposit  on 
a  Mercedes." 


Speaking  in  tongues 

Thanks  to  the  once-almighty  Brit- 
ish Empire  and  then  to  the  once- 
almighty  dollar,  English  has  long  been 
the  businessman's  lingua  franca. 
Now,  faced  with  a  trade  deficit  of 
Si 68  billion,  Americans  are  seeing 
again  the  wisdom  of  communicating 
in  the  customer's  language.  Demand 
for  translators  has  been  rising  as  the 
value  of  the  dollar  falls,  notes  Gabe 


Bokor,  whose  Accurapid  Translation 
Services,  Inc.  in  Poughkeepsie,  N.Y. 
translates  for  major  companies  in 
electronics,  engineering,  chemistry 
and  machinery. 

The  Rose-Hulman  Institute  in 
Terre  Haute,  Ind.  reports  that  engi- 
neering graduates  who  complete  its 
four-year  German  and  Russian  tech- 
nical translation  program  get  an  aver- 
age of  four  job  offers,  compared  with 
two  for  those  who  do  not.  Fewer  than 
a  dozen  U.S.  universities  offer  reputa- 
ble translation  programs,  including 
Georgetown,  North  Carolina  and  the 
State  University  of  New  York  at  Bing- 
hamton,  says  the  American  Transla- 
tors Association.  The  result  is  "lots  of 
translation  done  by  people  who  are 
poorly  qualified,"  says  ATA  President 
Patricia  Newman.  "Someone  with  a 
degree  in  literature  cannot  translate 
franchise  contracts,  ads,  licensing 
agreements  and  physics  abstracts." 


Gamesmanship 

If  tie-ins  mean  anything,  a  new 
board  game,  Condomoneyum,  is  a 
sure  thing.  It  has  more  connections 
than  AT&.T.  A  distant  cousin  of  Mo- 
nopoly, the  game  has  31  big-name 
companies  on  its  playing  squares — 
Eastern  Air  Lines,  Prudential,  Subaru, 
Romanoff  (caviar),  Smirnoff,  News- 
week, Anne  Klein  (fragrance),  etc. — 
each  of  which  ponied  up  $25,000  for 
the  privilege.  They  have  also  supplied 
merchandise  coupons  worth  $2,000, 
according  to  Eric  Medney,  the  game's 
New  York-based  creator.  "If  purchas- 
ers use  all  the  coupons  before  March 
1987,"  he  says,  "they  get  50  times  the 
value  of  the  game,  which  sells  for 
$29.95."  The  object  of  play  is  to  make 
money  on  real  estate,  stock  or  a  career 
and  then  spend  the  play  money  to  buy 
a  six-room,  $300,000  condo.  The 
kicker  is  an  entry  blank  that  gives  the 
player  a  chance  to  win  what  is  billed 
as  a  genuine  condominium  in  Miami. 


Vintage  futures 

Add  California  wines  to  the  list  of 
items  available  for  speculation  in 
futures.  Unique  Wines  of  St.  Helena, 
Calif,  last  year  privately  placed  con- 
tracts on  1,800  cases  of  1981  cabernet 
from  eight  wineries  in  the  Napa  and 
Alexander  valleys.  Why  not?  reasoned 
George  Schofield,  Unique's  owner, 
who  dreamed  up  the  idea.  Cabernets 
usually  improve  with  age,  so  their 
value  can  grow  more  than  20%  a  year, 
says  Robert  Murray,  the  consultant 
who  helped  structure  the  deal.  The 


Ca/ifomki  wine  rats 
Money  in  the  cellars. 


21  investors — doctors,  lawyers,  busi- 
nessmen and  a  few  winery  execu- 
tives— can  either  take  delivery  of  the 
120  cases  that  each  of  the  15  contracts 
will  buy  in  1 99 1  and  get  a  nice  glow 
on,  at  a  cost  of  about  $8.70  per  bottle, 
or  sell  the  wine  through  Unique  at  the 
then-going  rate  to  restaurants  and  re- 
tailers. Unique,  of  course,  will  have 
had  the  use  of  $12,500  per  contract — 
$187,500  all  told— for  six  years. 
Unique  hopes  to  offer  more  contracts 
this  year.  Cheers! 


An  economist  at  work 

Dig  hard  enough  and  any  econo- 
mist worth  his  pocket  calculator 
can  find  what  he's  looking  for.  Rich- 
ard Young,  a  gold  buff  who  publishes  a 
newsletter  in  Newport,  R.I.,  likes  to 
study  the  2 1 -commodity  "crude  in- 
dex" published  by  the  Bureau  of  Labor 
Statistics.  Sniffing  for  signs  of  infla- 
tion (always  bullish  for  gold  prices), 
he  thinks  he  has  found  some.  The 
total  index,  he  points  out,  shows  a 
drop  of  10%  in  the  21  commodity 
prices  this  year,  spelling  deflation. 
Looking  more  closely,  however,  he 
notes  that  the  51.5%  drop  in  crude  oil 
is  the  principal  factor  in  this  decline. 
Other  parts  of  the  index  tell  Young  a 
different  story.  The  index  for  scrap 
steel  and  iron  is  up  0.9%;  for  copper 
scrap,  it  is  up  1.7% ;  and  for  aluminum 
scrap,  13.4%.  "This  is  the  first  time 
all  three  scrap  prices  have  been  up  on 
a  year-to-year  basis  since  April  1984," 
he  says,  producing  a  prediction  of  a 
4%  to  5%  increase  in  inflation  as  the 
"best  bet."  Voila! 


in 
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m JUST  DON! SEE mMORE. 


At  GM.  our  concern  for  safety  goes  beyond  safety  belts  and  disc  brakes. 
We're  working  on  advancements  in  electronics  to  help  you  actually  avoid  accidents. 

Night  vision  is  an  infrared  imaging  system.  It  senses  the  difference  in 
temperature  between  an  object  and  its  background,  then  displays  an  enhanced 
image  of  what's  out  there  on  a  screen.  GM  is  working  on  the  technology  now, 
and  somewhere  down  the  road,  it  could  be  in  your  car. 

So  in  fog,  rain,  snow  or  darkness,  you'll  be  better  able  to  see  what's  on  the  ; 
road  when  you  can  hardly  see  the  road.,  \  . 

 —   mTHEEimODVSSP^ 
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Follow-Through 
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'ur  Guest  Register 
Says  It  All... 

Host  to  chiefs  of  state, 
financial  leaders  and 
executive  travelers  from 
throughout  the  world. 


In  a  class  by  itscli 

Iwajiro  Noda,  Chairman  Emeritus 
Tatsuro  (5oto,  President  &  General  Manager 
Tckvo,  Japan  TEL:(03) 582-OUl  TELEX  J22790 
Hotel  Okura  is  conveniently  located 
adjacent  to  the  American  Embassy. 

one  of  "The^eadin^iotdsoftheWorld^ 

Sec  your  travel  nyeiit  or  our  hold  representatives; 
LHW.  Tel:  800  223-6800  Toll  Free.  212-838-3110  Collect 
R.F.  Warner.  Inc.  Tel:  300  R  WARNER  Toll  Free,  212  661-3210 
J.A.  Tetley  Co.  Tel:  800  421  0000  Toll  Free,  213  388  1151 


Beating  the  college  bill . 

Though  college  expenses  were 
marching  steadily  upward  by  at 
least  7%  annually,  last  year  Pitts- 
burgh's Duquesne  University  began 
offering  a  way  to  beat  the  system.  For 
$5,600,  alumni  and  their  relatives 
could  buy  four  years  at  Duquesne, 
starting  in  1999,  expected  to  be  worth 
about  $52,000.  Brainchild  of  Patrick  J. 
Fleming  in  the  Pittsburgh  office  of 
Fred  S.  James  &.  Co.,  the  insurance 
brokers,  the  scheme  brought  Du- 
quesne $3.3  million  for  the  future 
education  of  482  students  (Forbes, 
Nor.  18,  19H5]. 

Duquesne  has  since  broadened  its 
program,  and  60%  of  120  new  con- 
tracts this  year  are  with  nonalumni. 
One  hitch  remains.  If  a  child  goes 
elsewhere,  parents  get  back  only  their 
initial  payment,  without  interest.  But 
Duquesne  is  well  on  its  way  to  its  goal 
of  signing  up  2,500  prepaid  students 
in  this  decade. 

Fleming  has  been  selling  the  idea  to 
other  schools  and  has  lined  up  nearly 
60,  including  Fordham,  New  York 
University,  Rochester  Institute  of 
Technology  and  American  Universi- 
ty. By  June  he  hopes  to  have  125  col- 
leges on  the  list. 

He  has  also  created  a  program  for 
the  Hospital  Association  of  New  York 
State,  a  trade  group  of  300  nonprofit 
hospitals.  This  will  let  240,000  hospi- 
tal employees  choose  any  of  a  number 
of  colleges  for  their  children.  The  fu- 


ture student  can't  switch  schools,  be- 
cause the  Securities  Exchange 
Commission  might  then  consider  the 
plan  a  security  and  demand  that  it  be 
registered.  But  Fleming  hopes  to  get  a 
no-action  letter  from  the  SEC  that 
will  solve  that  problem.  Fleming's 
programs  handle  transfers  like  this.  A 
student  who  completes  one  year  at 
the  chosen  college  can  then  move 
anywhere  and  the  first  school  still 
pays.  If  not  accepted,  he  or  she  can 
attend  a  college  acceptable  to  the  first 
school.  If  accepted  on  reapplication, 
the  plan  kicks  in  again. 

Fleming  wants  to  offer  similar  pro- 
grams to  major  employers  through 
corporate  benefit  plans  and  says  the 
hoped-for  SEC  no-action  letter  would 
cover  them  as  v/ell.  As  for  the  IRS,  he 
says,  "The  only  problem  is  the  tax 
treatment  for  individuals.  We  assume 
it  is  not  taxable  until  the  value  is 
received,  since  there  is  no  guarantee 
that  the  child  will  go  to  school,  and 
there  is  a  good  argument  that  it  is  not 
taxable  even  then."  Once  the  tax-re- 
form dust  settles,  he  hopes  to  get  an 
IRS  letter,  too. 


SOS  in  Ohio 

Three  years  ago  Broadview  Finan- 
cial Corp.,  parent  of  Ohio's  sec- 
ond-largest S&L,  with  assets  of  $2  bil- 
lion, turned  to  high-risk  real  estate 
loans  to  offset  operating  losses.  To 
move  properties,  it  sold  them  to  de- 
velopers, lending  them  100%  of  the 


Ted  Kappler 


Insurance  man  Patrick  J'let7iing 

One  way  to  beat  the  system  in  college  costs. 
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Doug  McnuL-z.  Picture  Group 


Banker  William  Ford 


Rescue  mission  in  Ohio. 


money  to  purchase  them  (Forbes, 
Mar  28,  1983). 

After  Broadview  fired  one  CPA  firm 
and  hired  another,  the  SEC  accused  it 
of  auditor  shopping  and,  following  a 
three-year  investigation,  last  year  or- 
dered the  auditors  to  review  all  past 
statements  to  ensure  that  only  earn- 
ings assets  were  recorded.  But  the 
troubles  kept  piling  up.  Chairman 
John  Rupert  and  President  William 
Heideloff  had  made  $500  million  in 
real  estate  loans — a  quarter  of  the 
thrift's  total  assets — many  on  time- 
share  units  in  Lake  Tahoe  and  condo- 
miniums and  golf  courses  in  Florida. 
More  than  half  had  gone  sour. 

By  March  Broadview's  net  worth 
was  $36.4  million — more  than  $50.5 
million  short  of  federal  requirements 
for  an  S&.L  of  its  size.  The  thrift  had 
lost  money  in  four  of  the  last  five 
years,  a  record  $28.5  million  in  1985 
alone.  Rupert  and  Heideloff  finally  re- 
signed under  pressure  and  the  direc- 
tors hired  William  Ford,  49,  onetime 
president  of  the  Federal  Reserve  Bank 
of  Atlanta  and  former  head  of  San 
Francisco's  First  Nationwide  Bank, 
with  $13.2  billion  in  assets. 

"We're  like  hospital  corpsmen  on 
the  battlefield,"  says  Ford  about  the 
new  job.  He  has  already  sold  more 
than  $20  million  in  bad  loans  and 
plans  to  liquidate  as  many  assets  as 
possible.  His  board  had  tried — and 
failed — to  interest  Chase  Bank  of 
Ohio  in  a  merger,  and  Ford  has  not 
ruled  out  selling  the  thrift.  Mean- 
while, he  wants  to  shed  its  opulent 
headquarters  near  Cleveland  and  is 
dickering  to  sell  18  of  its  37  branches 
to  National  City  Corp.  of  Ohio  for  a 
potential  gain  of  $24  million. 

Does  Ford  see  hope?  Switching 
metaphors,  he  says:  "It's  like  running 
a  big  ship  that's  been  heading  in  the 
wrong  direction.  I'm  turning  the 
wheel,  but  it's  going  to  go  a  few  more 
miles  before  it  changes  course." 


On  hiring;  "No  one  can  be  right  all  of  the  time,  but  it  helps  to  be  right  most  of  the  time." 
Robert  Half  on  Hiring  by  Robert  Half  (Crown) 

Don't 
settle 
for 
second 
best. 

Using  a  specialist  will  increase  your  success  in 
hiring  accounting,  financial  and  edp  personnel— and 
using  Robert  Half,  the  most  experienced  personnel 
specialist,  will  increase  your  chance  of  success  even 
more.  Here's  why: 

•  You'll  be  getting  highly  personalized  service  from 
professionals  who  understand  your  financial  and 
edp  needs. 

•  You  won't  waste  time  with  unqualified  candidates. 
(We'd  prefer  not  to  fill  the  job,  rather  than  refer 
someone  who  doesn't  fit.) 

•  You'll  have  the  advantage  of  the  resources  of  the 
largest  organization  in  the  financial  and  data  pro- 
cessing personnel  field,  with  offices  on  three 
continents. 

•  You  pay  nothing  unless  we  fill  the  job.  And,  we  back 
each  and  every  placement  with  a  liberal  guarantee. 

Next  time  you're  looking  for  an  accountant,  financial 
or  edp  professional,  call  a  nearby  Robert  Half  office. 
You'll  be  glad  you  did. 


BXl  ROBERT 
iJiMll.F 

■■■^fH  accounting,  financial  and  edp 
M^aJ  personnel  specialists. 


©  1985  Roben  Half  Iniernaiional  Inc  All  offices  independently  owned  and  operated 
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Readers  Say 


INHERE  IS  NO  OTHER  STORE^ 
IN  THE  WORLD  LIKE 
HAMMACHER 
SCHLEMMER. 
AND  NO  OTHER 
CATALOG. 

It  has  been  said,  "If  you 
can't  find  it  anywhere  else,  look 
for  it  at  Hammacher  Schlemmer- 
especially  if  it's  new^' 

For  well  over  a  century  New  Yorkers  and 
ex-New  Yorkers  around  the  world  have 
looked  to  Hammacher  Schlemmer  for  things 
ahead  of  their  time— the  first  portable  radio, 
the  first  automatic  coffee  maker,  the  first 
microwave  oven-and  hundreds  of  other 
products  before  anyone  else  had  them. 

In  our  new  catalog  you'll  find  the  Only 
Golf  Ball  Sweet  Spot  Locator,  the  Svelvic  Shoe  and 
Boot  Dryer  and  still  hundreds  more  of  unusual 
things  that  can't  be  found  anywhere  else.  Come 
to  the  famous  store  on  57th  Street  or  send  for 
the  current  catalog  while  it's  still  available. 

Hamnnacher  Schlemmer,  Dept.  9920 
Catalog  Fulfillment  Center 
1157  Church  St.         RO.  Box  2549 
Northbrook,  IL  60065-2549 

Name  

Street  &  Number  

City  

Hammacher 


_  State- 


.Zip. 


Schlemmer 


New  York's  most  famous  store 
since  before  the  Civil  War 
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Forbes  Subscriber  Service 

60  Fifth  Avenue 
New  York,  NY  10011 

Call:  1-800-772-9200  Ext.  338 

Change  of  Address.  Please  give  six  vi^eeks 
notice.  Write  your  new  address  on  this 
form  and  return  it  with  a  recent  mailing 
label  from  the  magazine. 

New  Subscription.  To  order  Forbes,  fill  in 
the  form  and  return  it  with  a  check  for 
the  subscription  you  prefer.  □  1  year 
$42  □  3  years  $84  (the  equivalent  of 
one  year  free).  Canadian  orders,  1  year 
$77C,  3  years  $173C.  Orders  for  other 
countries  add  $35  a  year  to  U.S.  rate. 

ATTACH  MAGAZINE  MAILING 
LABEL  OR  WRITE 
SUBSCRIBER  NUMBER  HERE 
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Tort  reform 

Sir:  Your  cover  story  "The  tort  reform 
quagmire"  (Aug.  11)  suggests  para- 
phrasing the  adage  about  war  and  gen- 
erals: "The  legal  system  is  too  impor- 
tant to  be  left  to  the  lawyers." 
—James  Z  lloffmtm 
Louisville,  Ky. 

Sir:  In  product  liability,  we  went  from 
"Let  the  buyer  beware"  to  "The  deep 
pocket  pays."  Keep  the  issue  alive. 
Some  day  the  public  will  realize  that 
they  are  the  ultimate  payer  of  these 
awards. 

— -johii  L.  Colniar 
Morton  Grove,  III. 

Sir:  Do  your  readers  trust  that  as  vic- 
tims they  will  receive  a  fairer  result 
under  a  system  devised  by  the  insur- 
ance industry? 
— Michael].  Hatuigan 
Mt.  Vernon,  III. 

Sir:  If  I  spill  hot  coffee  on  my  suit, 
whose  fault  is  that?  In  the  absence  of  a 
specific,  compelling  and  precise  warn- 
ing on  the  cup  that  "spills  commonly 
occur  and  could  be  hazardous  to  your 
clothes  and  well-being,"  should  I  be 
able  to  sue  someone?  "Negligence"?  I 
don't  know  what  that  word  means 
anymore,  but  I  do  know  the  meaning 
of  "responsibility." 
— Steven  R.  Webber 
Atlanta.  Ga 


We  can't  compete 

Sir:  We  totally  disagree  on  trade  (I-'act 
and  Comment  //,  July  14).  How  can  we 
compete  with  the  low-wage  countries 
as  well  as  with  those  countries  which 
protect  their  markets  by  prohibiting 
or  limiting  imports?  My  concern  is 
that  we  are  going  to  end  up  like  En- 
gland and  become  a  second-rate  world 
power  as  so-called  free  trade  is  de- 
stroying our  manufacturing  base. 
— Bruce  Hausman 
Senior  Vice  Chairman, 
Belding  Heminway  Co.,  Inc. 
NetvYork.XY 


Ne'er-do-well 

Sir:  Re  "If  This  Is  A  Service  Economy, 
Where's  The  Repair  Service?"  (July 
14).  A  person  who  cannot  do  a  job  well 
when  he  is  paid  $8.14  per  hour  will 


never  do  a  job  well  when  he  is  paid 
$20  per  hour. 

Top  management  has  let  down  and 
it  has  permeated  the  ranks. 
— Ramona  /..  Simpson 
Menlo  I'ark,  Calif 


Quality  vs.  quantity 

Sir:  As  for  AMC  President  Cappy's 
redesigned  front  cover  "counter- 
punch"  (Fact  and  Comment,  July  2H)  at 
Forbes:  clever,  but  another  case  of  a 
missed  point.  Most  issues  of  Business 
Week  occupy  me  for  fewer  than  20 
minutes  of  skimming,  because  they 
seldom  bring  me  news  I  haven't  al- 
ready learned  in  the  Wall  Street  Journal 
or  the  New  York  Times  An  average  is- 
sue of  Forbes,  in  contrast,  often  clut- 
ters my  desk  and  travels  in  my  atta- 
che case  for  longer  than  a  week  so  I 
can  devote  several  hours  to  reading  it 
virtually  cover  to  cover. 

If  I  were  publishing  a  serious  maga- 
zine, I'd  a  heap  rather  have  730,000 
cover-to-cover  readers  than  860,000 
skimmers. 
— Joseph  J.  Judge 
Atlanta,  Ga. 


Forbes 


Holds  good  abroad,  too 

Sir:  In  your  "Special  Report  on  Inter- 
national Business"  (July  28).  your  re- 
porters state  that  they  are  not  aware 
of  any  studies  which  have  examined 
whether  a  low-P/E  effect  is  present  in 
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James  Burrpugh  of  London,  lorig 
renowned  for  Beefeater^*  Gin,  now 
brings  the  same  smoothness  and 
delicacy  to  imported  vodka. 


ENGLISH 
VODKA 


these  foreign  markets.  In  fact,  a  num- 
ber of  studies  have  indeed  examined 
this  issue,  and  they  are  in  agreement 
that  such  an  effect  is  vahd  for  foreign 
equities  just  as  for  U.S.  equities.  The 
most  extensive  of  these  was  conduct- 
ed by  Provident  Capital  Management: 
Stocks  with  low  P/Es  posted  higher 
annualized  rates  of  return  than  did 
stocks  with  high  P/Es. 
— Patrick  J.  McNelis 
Manager, 

Investment  Matiagernent  Product 

Developmetit 
Irving  Trust  Co. 
New  York,  N.Y. 


We're  first 

Sir:  In  your  July  14  story  "A  case  of 
shinbo,"  you  predict  that  "in  a  few 
years  fax  machines  will  probably  be 
linked  to  computers."  Pitney  Bowes 
Facsimile  Systems  in  April  intro- 
duced PATH  I  and  II,  two  innovative 
products  that  link  facsimile  and  per- 
sonal computers.  We  are  the  only 
company  selling  facsimile  equipment 
in  America  that  does  not  merely  cos- 
metically change  an  existing  product. 
— Dennis  M.  Roney 
President, 

Facsimile  Systems  Division 
Pitney  Bowes 
Statnford,  Conn. 


Longtime  downturn 

Sir:  Coal  prices  have  been  depressed 
for  several  years  ("Coal  comloxt,"  Aug. 
11].  Our  highly  competitive  U.S.  coal 
industry  had  already  competed  away 
high  prices  without  any  assistance 
from  OPEC. 
— E.  Morgan  Massey 
President, 

A.T.  Massey  Coal  Co.,  Inc. 
Richmond,  Va. 


We're  somewhere 

Sir:  The  story  about  Duane  Haga- 
done's  resort  hotel,  The  Coeur 
d'Alene  (Jidy  28),  says  "the  real  risk  is 
location."  As  one  of  1.3  million  peo- 
ple who  live  in  the  inland  Northwest, 
I  am  surprised  we  are  in  the  middle  of 
nowhere.  It  is  30  minutes  to  the  Spo- 
kane International  Airport  served  by 
seven  airlines.  It  is  40  minutes  by  air 
from  there  to  Seattle. 

Our  winters  aren't  one  damn  bit 
colder  than  New  York's  or  Chicago's. 
— William  E.  Burch 
Savidpoint.  Idaho 
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Mcister  of  possibilities:  Twyla  Tharp. 


Commitment 
brings  substance 
to  dance" 


Choreography  involves  more  than  just 
creating  movement.  It  requires  vision 
and  commitment  on  the  part  of  everyone 
irwolved — from  the  first  rehearsal  to  the 
final  curtain  call.  It  is  this  combination  of 
commitment  and  vision  that  brings 
substance  to  every  dancer's  performance. 

I  admire  substance  not  only  in  dance 
but  also  in  the  products  I  use.  I  use 
the  Gold  MasterCard®  because  it  offers 
worldwide  acceptance  and  creates 
possibilities  for  me  virtually  everywhere 
I  go.  Its  substantial  credit  line  also 
provides  me  with  the  flexibility  my 
hectic  life  requires. 

From  the  white  nights  of  Finland 
to  the  stage  lights  of  Broadway,  the 
Gold  MasterCard  allows  me  to 
choreograph  a  life  fidl  of  possibil  it  les . 


ibilihes 


With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Rarbes,  Editor-in-Chief 


THERE'S  NO  WAT  THE  WAY  DOWN  DOLLAR 

won't  increase  our  exports,  lower  our  trade  imbalances. 
Sizably? 
Later,  not  sooner 


HIGH  TIME  TO  HIT  HARD  HIGH  TECH  PRIVACY  INVASIONS 


The  computer  age  may  have  made  us  all  numbers,  but 
those  numbers  have  made  us,  each  and  all,  individuals. 
Press  the  right  buttons  and — presto! — increasing  piles  of 
information  pop  onto  the  screen  and  into  printouts. 

Information  on  insurance  applications,  employment 
records,  credit  records,  passport  and  travel  records,  you 
name  it  and  somewhere  a  computer's  got  it — including 
your  tax  returns. 

If  anyone's  to  have  any  modicum  of  privacy  left,  the 
Privacy  Act  of  1974  acutely  needs  amending  to  protect 
computerized  personal  records  from  illegal,  unautho- 


rized use.  The  prohibitions  should  carry  real  teeth,  real 
penalties. 

Maybe  these  should  be  included  in  the  bill  that  the 
House  has  passed  and  the  Senate  is  considering  to  protect 
privacy  in  electronic  mail,  cellular  phones,  paging  systems 
and  computer  transmissions. 

With  five  of  the  Supreme  Court  justices  putting  state 
policemen  in  bedrooms  and  assorted  computers  contain- 
ing myriad  of  your  life's  details  and  transactions,  the 
Big  Brother  of  Orwell's  1984  is  beginning  to  look  like  a 
comparative  shrimp. 


EVERYBODY'S  TALKING  ABOUT  THE  YEAR  2000 


Onto  our  ey^s  and  into  our  ears  will  pour  ever- 
mounting  amounts  of  speculative  stuff  and  guff  about 
the  advent  of  the  21st  century. 

How  different  will  life  be  then? 

How  different  will  the  world  be? 


No  more  different,  no  less  different  than  they  are  today 
compared  with  the  way  our  globe  and  our  lives  were  in 
the  year  1972. 

The  most  spectacular  change  with  this  milestone  calen- 
dar flip  will  be  the  size  and  number  of  the  hangovers. 


INSURANCE  LIABILITY  LOOTERS  TURN  TALONS  ON  INSURERS 


To  judge  from  the  howls  from  the  contingency-fee'd 
liability  lawyers,  one  would  think  unadulterated  insurer 
rapaciousness  was  the  whole  reason  for  soaring  rates. 

Climbing  faster  than  rates,  though,  are  the  number  of 
people,  projects,  businesses,  activities  that  can't  get 
liability  insurance  at  any  price.  If  it  were  solely  a 
matter  of  greed,  why  are  there  such  multiplying  in- 
stances where  insurers  won't  take  people's  money  under 


any  circumstance? 

Insurance  companies  have  their  faults,  and  one  of  the 
biggest  of  their  headaches  was  self-made — it  wasn't  that 
long  ago  that  they  were  eagerly  cutting  rates  to  grab 
competitors'  business.  The  insured  benefited  from  this 
rate  war,  and  a  lot  of  those  involved  began  to  hurt,  as 
claims  and  awards  went  ape. 

But  the  multiplying  atrocities  these  days  being  com- 


mitted  in  the  name  of  liability  by  "lawyers,"  "victims"  While  Congress  dithers,  more  and  more  states — 27,  at 

and  juries  is  creating  such  a  sea  of  uninsurability  that  last  count,  with  legislation  pending  or  being  considered  in 

the  truly  harmed  have  fewer  and  fewer  insurance  veins  7  more  — are  blowing  the  whistle  on  these  unconscionable 

to  tap.  predators  before  liability  insurance  is  a  carcass. 

WHEN  THAT  POLICE  CAR'S  ROTATING  RED  LIGHT 


1^  ^ 

—  ^        .  m* 
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shows  up  in  our  rearvicw  mirrors, 
it  produces  instant  chill.  While  the 
first  question  out  of  our  mouths  is, 
"What  have  I  done  wrong,  officer?" 
we  usually  know  all  too  well  the 
answer. 

Early  one  morning  last  summer 
we  were  briskly  motorcycling  along 
the  Colorado  highway  on  our  way 
from  Forbes  Trinchera  to  visit  the  family  in  Jackson 
Hole,  Wyo.  I  expected  the  worst  when  the  flashing  red 
beacon  beckoned.  While  I  was  nervously  lowering  the 
kickstand  and  fishing  for  my  license,  the  beaming  state 

"THIS  IS  A  RESTAURANT, 

It's  a  fact  that  many  Big  Apple  restaurants  are  waitered 
and  waitressed  by  those  waiting  for  their  break  into  films 
or  onto  Broadway.  The  way  working  hours  are  chopped  up 
in  eateries  lets  them  attend  auditions  and  acting  classes 
without  losing  the  income  they  need  to  stay  alive  while 
awaiting  the  Big  Break. 

Martin  Burden,  the  "Dining"  columnist  in  the  A'cic  York' 
Post,  writes — "Kevin  Bacon,  who  starred  in  footloose.  Quick- 
si/i  er  and  onstage  in  Loot,  recalls  working  as  a  waiter: 


m 


trooper  strode  over  and  said,  "As  I 
watched  the  five  of  you  go  past  back 
there,  I  kept  waiting  for  the  van  with 
your  balloons  to  come  along.  Why 
no  balloon  with  you,  Mr.  Forbes? 
Are  you  out  of  hot  air?" 

With  a  sigh  of  overwhelming  re- 
lief, I  assured  him  that,  so  long  as  1 
breathed,  the  day  we  were  out  of  hot 
air  would  never  come.  After  commenting  favorably  about 
our  high-powered  cycles,  he  waved  us  on  our  way. 

That's  the  only  time  a  flashing  red  light  in  the  rearview 
mirror  ever  made  our  day. 

NOT  A  PLAY  ABOUT  ONE" 

"  'I  was  at  Fiorcllo's  and  the  All-State  Cafe.  Being  where 
the  food  is,  is  a  plus.  You  can  live  on  one  solid  meal  a  day,  and 
chances  are  you  can  eat  when  you  go  to  work,  and  probably 
take  something  home,  too.  Basics,  like  toilet  paper.' 

"Good  hood  magazine  tells  of  the  waiter  who  fumbled 
everything  at  the  table  until  a  patron  finally  complained. 
'Sir,'  the  tray-toter  said,  'I'm  really  an  actor,  not  a  waiter.' 

"  'Yeah,'  said  the  diner,  'but  this  is  a  restaurant — not  a 
play  cihoiil  a  restaurant.'  " 


RESTAURANTS— GO,  CONSIDEK,  STOP 


•  Harry  Cipriani — Sherry  Netherland  Hotel,  Fifth 

Ave.  6^  59th  St.  (Tel:  759-9047).  Harry's  Bar  in  Venice  is  as 
much  a  mecca  for  many  visitors  as  the  canals.  The  present 
head  of  the  founding  family — Arrigo  Cipriani — has  created 
this  New  York  replica,  and  it  is  instantly  In.  The  chic,  the 
glamorous  and  international  tycoondom  are  all  scrambling 
for  tables.  Incidentally,  the  food  and  service  are  mostly 
good,  too. 

•  Macy's  Fountain — 6th  floor,  Macy's  Department 
Store  at  Herald  Square  (Tel:  560-3600).  You'd  think  the 
"world's  largest  department  store,"  which  is  galloping  into 
Bloomingdaleland,  would  have  a  sprightly,  attractive  light 
luncheon/ice  cream  oasis.  But  this  one  is  shabby,  worn  out 
right  down  to  and  including  the  stained  and  tattered  menu. 
A  far  cry  from  the  rest  of  bom-again  Macy's. 

I^os  Around  the  Clock— 676  Sixth  Ave.  at  21st  St. 
(Tel:  691-3535) — is  open  24  hours,  and  the  decor,  branded 
"anti-dcsign,"  is  a  delightful  put-down  of  all  the  jazzed-up 
stuff  so  prevalent.  Lax  is  jumping  with  the  With  It  young, 
and  those  working  there  are  happy  and  eager.  The  menu  is 
great  tor  light  eating,  for  quantity  and  for  rational  prices. 


Now  if  they  can  only  make  the  tuna  taste  more  tuna-y, 
make  the  "steak-fried  potatoes  with  melted  cheese"  with 
potatoes  that  don't  taste  tired,  etc.,  this  will  become  one  of 
New  York's  brightest  •  . 

•  Lion's  Rock— 316  East  77th  St.  (Tel:  988-3610).  A 
menu  full  of  irresistible  choices  served  against  a  dramatic, 
massive  granite  backdrop — Lion's  Rock.  The  food's  attrac- 
tive— light,  innovative  combinations,  superbly  grilled  or 
sauced  or  otherwise  prepared,  and  served  with  personable 
professionalism — in  itself  a  rarity. 

Palio— 151  West  51st  St.  (Tel:  245-4850).  This  hand- 
some, spanking-new  Italian  restaurant  has  all  the  ingredi- 
ents for  a  bright  •  to  go  with  prices  that  are  among  the 
loftiest.  Somehow,  though,  it's  just  not  yet  all  together. 

•  El  Intemacional— 219  West  Broadway  (Tel:  226- 
8131).  Good  Spanish  restaurants  of  broad  appeal  are  not 
plentiful  in  this  city  despite  the  high  percentage  of  Span- 
ish-speaking residents.  This  one  is  better  than  good,  with 
lusty,  gusty,  funky  decor — and  people  to  match.  The  mul- 
tiple tapas  (Spanish  for  snacks)  can  be  combined  to  make  a 
meal.  Tasty  fun. 


FROM  25  ON,  A  POUND  OF  FAT  A  YEAR 

One  of  the  surer  ways  to  make  a  bundle  is  to  weigh  in  some.  We  should  be  fearful, 
with  sure  ways  to  lose  weight.  Glamor  Names,  known  to 
fame  for  reasons  that  have  nothing  to  do  with  fat 
knowledge,  can  sell  books,  pamphlets,  TV  and  Walkman 
tapes  and  gadgets  galore,  sounding  like  Weight  Away 
experts. 

The  reason  is  that  the  fat  facts  for  Americans  are  fear- 


Do  you  realize  that  most  of  us  gain  an  average  of  one  fat 
pound  a  year  from  the  age  of  25  on?  And,  if  we  weigh  the 
same  at  55  as  at  25,  15  pounds  of  once-lean  muscle  have 
turned  to  15  pounds  of  fat.  Which  means  that  by  55,  if 
we're  that  average  gamer,  we've  put  on  45  fx)uiuls  of  fat. 
No  wonder  we  all  cry  and  are  cried  at  to  "take  it  off!" 


FROM  THE  APOCRYPHA,  THIS  APROPOS  67TH  BIRTHDAY  THOUGHT 


"Speak,  if  you  are  old — it  is  your  privilege — but  come  to 
the  point  and  do  not  interrupt  the  music."  (Ecclus.,  32:3) 

*  *  * 

While  noting  this  birthday  the  other  day,  this  bit  of 
rhyme  by  that  Sage  of  Humorous  Verse,  Ogden  Nash, 
comes  to  mind: 

"How  confusing  the  beams  from  memory's  lamps  are; 


One  day  a  bachelor,  the  next  a  grampa. 
What  is  the  secret  of  the  trick? 
How  did  I  get  so  old  so  quick?" 

Somehow  Mr.  Nash's  observation  seems  more  appealing 
than  this  by  that  other  famed  humorist,  lames  Thurber: 
"Early  to  rise  and  early  to  bed 
makes  a  male  healthy  and  wealthy  and  dead." 


MAYBE  NOT  DURING  LIFE 

but  we  do  get 
what  we  deserve. 


EVERYONE  GETS  AWAY 

with  something.  No  one 
gets  away  with  everything. 


BOOKS 

•  Tommy  Hitchcock:  An  American 
Hero — by  Nelson  W.  Aldrich  Ir.  (Fleet 
Street  Corp.,  656  Quince  Orchard 
Road,  Gaithersburg,  Md.,  $19.95).  He 
was  perhaps  the  most  golden  of  the 
Golden  Boys  who  so  bewitched  and  be- 
wildered F.  Scott  Fitzgerald  types.  Prep 
school  hero,  college  hero,  war  hero, 
polo  hero.  Full  of  grace  in  the  face  of  unbounded  adulation 
from  peers  and  press.  A  pleasant,  uncritical,  lengthy  eulo- 


mixed  blessing  of  an  upper-class  childhood,  organized 
activities.  .  .  .  The  spectators  at  a  polo  match  (as  an  adver- 
tiser might  see  them)  combined  the  glittering  tonic  of  an 
opening  night  at  the  opera  with  the  wholesome  fresh  air 
fun  of  a  Harvard-Yale  game.  So  polo,  thanks  largely  to 
Edward,  Prince  of  Wales,  became  firmly  fixed  in  the 
public  mind  as  of  the  fall  of  1924:  a  magical  image  that 
could  endow  almost  anything — hats,  perfumes,  a  motor 
oil,  a  bar  and  grill — with  its  own  properties  of  effortless 
power,  violent  beauty,  and  heady  romance.  .  .  .  [Hitch- 
cockj  was  the  beau  ideal  of  that  segment  of  the  upper 
class  which  flourished  on  the  Eastern  Seaboard,  and 
which  until  the  Twenties — Hitchcock's  twenties,  too — 
occupied  the  most  prominent  place  in  America's  social 
imagination.  .  .  .  It  is  said  that  Fitzgerald,  with  his  reputa- 
tion for  idolizing  the  rich,  saw  Tommy  Hitchcock  as 
everything  he  himself  wished  to  be. 


gy  made  possible  by  his  adoring  widow  and  two  daughters. 

Excerpts:  Games  were  what  {Tommy  Hitchcockj  was 
born  to.  His  youth  was  completely  dominated  by  that 

•  Weegee's  New  York — photos  by  Arthur  Fellig,  alias  est  from  1935  to  1960.  This  is  powerful  stuff  but — thank 

Weegee  (Schirmer/Mosel  •  Grove  Press,  $60).  Grove  has  goodness — much  of  it  is  of  a  city's  fringe,  not  essence, 

just  published  335  photos  of  this  extraordinary  crime/  Here  is  a  sampling  of 

street-life  picture-taker,  who  covered  New  York's  seami-  "visual"  excerpts. 


Summer  on  Lower  East  Side,  1937 


New  Years  Eve  at  Sammy's,  m  the  Bowery,  1947 


Vegetable  dealer,  1946 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor's  mina.-MSF 


Tax  Cut  Gets  More 

The  top  5%  of  taxpayers — 5  million 
of  them— paid  over  38%  of  total  1984 
personal  income  taxes,  up  a  bit  from 
the  1979  share  despite  the  cut  in  the 
top  tax  rate  to  50%  from  70%,  the  Tax 
Foundation  says. 

—Wall  Street  Journal 

How  to  Hit  100 

In  Ken  Cooper's  first  hook,  Aerobics, 
readers  were  told  that  an  adequate  level 
of  aerobic  fitness  will  stop  premature 
aging  and  save  billions  of  dollars. 

"Our  greatest  challenge  to  preserve 
cardiac  function  in  advanced  age," 
said  Edward  G.  Lakatta,  chief  of  the 
cardiovascular  section  at  the  National 
Institute  of  Health's  Gerontology  Re- 
search Center,  "is  not  to  find  a  'cure' 
for  biological  aging  but  to  prevent 
physical  deconditioning." 

Aging  is  associated  with  an  increase 
in  body  fat  and  functional  deteriora- 
tion. Physical  fitness  programs  for  the 
elderly  reduce  costs  and  make  it  pos- 
sible for  people  to  maintain  a  high 
quality  of  life  throughout  the  eighth, 
ninth  and  tenth  decades. 

— Heinz  Lenz,  President's  Council 
on  Fitness  and  Sports  Newsletter 

Liability  Lunacy  VIII 

In  Japan,  the  plaintiff  must  still 
prove  gross  negligence  on  the  part  of 
a  manufacturer;  there  are  no  contin- 


gency fees,  and  all  liability  cases  are 
tried  by  a  judge  rather  than  a  jury. 
Some  believe  that  the  high  value  the 
Japanese  place  on  social  harmony  is 
behind  their  reluctance  to  sue.  Ex- 
plains Yutaka  Sakai  of  Taisho  Ma- 
rine &.  Fire  Insurance  Co.:  "In  the 
past  there  was  a  strong  sense  among 
Japanese  that  we  all  had  to  live 
together  and  get  along.  If  my  son 
tossed  a  ball  through  your  window, 
I'd  stop  over,  apologize  and  offer  you 
some  Japanese  sweets."  In  the  U.S., 
those  "sweets"  would  be  a  cash 
award  from  a  generous  jury. 

— Time 

70 — and  18.6  to  Go 

My  Uncle  JVlilton  has  been  a  new 
man  ever  since  the  Internal  Revenue 
Service  notified  him  of  the  date  he  is 
going  to  die.  Milton  turned  70  recent- 
ly and  was  therefore  obliged  by  law  to 
begin  to  withdraw  money  from  his 
pension  plan.  His  accountant  advised 
him  to  write  to  the  IRS  for  a  payment 
schedule.  The  actuarial  tables  would 
take  account  of  Milton's  age,  as  well 
as  other  personal  information,  and 
suggest  a  payment  schedule  based  on 
his  life  expectancy. 

Uncle  Milton  leamed  he  had  18.58 
years  left  to  live.  The  instant  he  read 
the  news,  he  was  suffused  with  a  pro- 
found sense  of  relief  and  well-being. 
There  it  was  in  writing  from  the  IRS. 

Milton  seems  to  be  blooming  in  the 


"It's  certainly  refreshing  to  meet  someone  sixt}'  years  old 
who  looks  sixty  years  old. " 


very  shadow  of  his  own  definitive 
mortality.  He  hauls  out  his  fateful  day 
at  every  opportunity.  People  mention 
dates  for  the  next  world's  fair  or  elec- 
tion, and  there's  Milton,  joining  in 
with  a  chirpy,  "I'll  still  be  alive  then." 

Now  when  he  wakes  up  with  a 
scratchy  throat,  he  doesn't  panic.  He 
knows  this  isn't  the  "Big  It."  It  can't 
be.  He's  got  nearly  18.58  years  left. 
Stress  and  anxiety  have  virtually  dis- 
appeared from  his  life.  He  has  the 
blood  pressure  of  a  youngster. 

Occasionally,  though,  it  occurs  to 
him  that  he  might  just  make  it  past 
October  2004,  that  simply  knowing 
when  he's  going  to  die  may  have  add- 
ed years  to  his  life. 

— Mai^-Lou  Weisman, 
New  York  Times 


Oh  God,  to  reach  the  point 
of  death  only  to  find  that 
you  have  never  lived  at  all. 
— from  Living,  Loving  A  Learning, 
by  Leo  Boscaglia 


What's  the  Best? 

The  question  always  catches  me  off 
guard.  It's  usually  posed  by  someone 
I've  just  met,  perhaps  at  a  party. 

"Myron,  I'd  like  you  to  meet  Art.  He 
works  for  a  motorcycle  magazine." 

"What's  the  best  bike  these  days?" 
[asks  Myron.) 

That's  the  question  that  always 
baffles  me.  It's  like  asking,  "What's 
the  best  food?"  It  depends  on  your 
requirements,  circumstances  and 
tastes.  (Of  course,  you  might  get  by 
without  food,  but  you'll  die  without 
a  motorcycle.) 

— Art  Friedman,  editor. 
Motorcyclist  Magazine 

Generation  Gap 

Fred  Friendly  (then  teaching  at  the 
Columbia  University  School  of  Jour- 
nalism] says  that  one  day  at  lunch  he 
told  Walter  Lippmann  about  the  stu- 
dent who  had  told  him  "you're  so 
square  you  think  making  love  is  mak- 
ing out,"  to  which  Lippmann  replied, 
"What  the  hell  is  making  out?" 

The  next  day  Friendly  told  his 
class  he'd  had  lunch  with  Walter 
Lippmann,  who  asked  him,  "What 
the  hell  is  making  out?"  Friendly 
thought  that  pretty  well  summed  up 
the  generation  gap  until  a  student 
got  up  and  said,  "Who  the  hell  is 
Walter  Lippmann?" 
— Minute  by  Minute,  by  Don  Hewitt, 
Executive  Producer,  60  Minutes 


OUR  AMERICAN 
HOTELS  HAD  TO 
STAND  UP  TO 
FRANCE'S  MOST 
DEMANDING 
QIALITY 
CONTROL 
EXPERTS. 

Hotel  Sofitel  began  in  cities  like  Paris 
and  Marseille,  where  hotels  and  res- 
taurants are  shaped  by  some  of  the 
toughest  critics  in  the  world.  When  we 
brought  our  hotels  to  the  U.S.,  we  insist- 
ed on  the  same  meticulous  attention— 
in  the  bouquet  of  a  chardonnay,  the 
1000  layers  of  butter  in  our  croissants, 
the  comfort  of  our  European-styled 
rooms  and  the  efficiency  of  our  staff. 
Although  we  speak  English,  we've  kept 
our  French  accent. 

Houston  

Near  Intercontinental  Airport 
Minneapolis  

Near  International  Airport 

Toledo  

Downtown  on  the  riverfront 

Miami  (Opens  Oct.  '86)  

Near  International  Airport 

Chicago  (Opens  Jan.  '87)  

Near  O'Hare  Airport 

Worldwide  reservations: 
1-800-221-4542 


Hotel  Sofitel 


Europe 


Middle  East 


Polynesia 


VXfestinghouse? 
What  a  nourishing 


DlacetDlookfor 


Dusiness 
financing! 


If  you  thought  looking  into  Westinghouse  still 
meant  searching  for  a  midnight  snack,  you 
might  be  disappointed.  Westinghouse  no  longer 
makes  refrigerators.  But  we  can  be  a  very 
nourishing  source  for  business  capital. 

Westinghouse  Credit  is  a  prime  mover  in 
real  estate  financing.  A  creator  of  imaginative 
packages  for  asset-based  lending  and  lever- 
aged buyouts.  An  innovator  in  customizing 
loans  for  hotels,  airlines,  franchises,  and  many 
other  potential  growth  areas. 

Find  out  why  we're  one  of  America's  fast- 
est growing  resources  for  business  capital.  A 


lender  with  so  many  satisfied  customers  that 
over  60  percent  of  our  financing  last  year  was 
repeat  business. 

Just  call  Betty  Adler  at  (412)  642-4000 
for  your  copy  of  the  Westinghouse  Credit 
Guide  to  Creative  Financing.  Or  write  her  at 
Westinghouse  Credit,  One  Oxford  Centre, 
Pittsburgh,  PA  15219. 

After  all,  every  growing  business  needs 
its  nourishment. 


^^^st^l^ouse  Credit 


Westinghouse  Credit  Corporation:  Commercial  and  Residential  Real  Estate  Financing 
Corporate  Financing/Leveraged  Buyout  Financing/Asset-Based  Lending/Leasing/Fixed  Asset  Financing 


Fact  and  Comment  11 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


CAN  HE  SAVE  SDI? 


President  Reagan's  Strategic  Defense  Initiative,  nick- 
named Star  Wars,  is  in  mortal  danger. 

Its  success  is  essential  to  our  future  defense.  It  v^ould 
enormously  increase  nuclear  deterrence  by  sharply  reduc- 
ing the  possibility  of  a  successful  Soviet  first  strike.  It 
would  increase  the  credibility  of  our  nuclear  shield  for 
Western  Europe  and  the  Pacific.  It  would  seriously  devalue 
the  diplomatic  worth  of  the  Soviet  Union's  rapidly  growing 
inventory  of  offensive  nuclear  weapons.  The  Soviets  them- 
selves are  moving  as  fast  as  they  can  to  develop  similar 
technology.  Yet  Star  Wars  has  few  true  friends  these  days. 

In  the  Pentagon,  advocates  of  existing  programs  see  it  as  a 
threat  to  their  future  funding  in  an  era  of  nonrising  defense 
budgets.  The  State  Department  looks  upon  SDI  as  an 
enormous  obstacle  to  an  arms  agreement  with  the  Soviet 
Union.  The  fact  that  the  Russkies  have  violated  previous 
treaties  hasn't  dimmed  these  diplomats'  appetite  for  more. 


Many  in  Congress  regard  it  as  a  pie-in-the-sky  budget- 
buster.  Their  skepticism  is  understandable  when  one 
hears  that  deployment  won't  come  until  sometime  in  the 
next  century.  But  by  largely  relying  on  existing  SDI  tech- 
nology, we  can  deploy  a  defensive  system  in  Europe 
against  Soviet  nuclear  missiles  within  five  to  seven  years. 

If  Washington  agrees  not  to  test  or  deploy  Star  Wars  for  a 
certain  number  of  years,  then  the  program  will  die. 

Without  tests,  research  progress  will  be  hindered.  Con- 
gress, moreover,  is  unlikely  to  sink  billions  into  a  project 
that  may  never  see  the  light  of  day.  Able  military  officers 
won't  attach  their  careers  to  a  venture  with  such  dicey 
prospects.  A  ban  on  deployment  will  take  on  a  life  of  its 
own;  witness  the  SALT  treaties. 

The  President  should  not  agree  to  any  restrictions  on 
SDI.  And  he  should  push  vigorously  for  a  rapid  deployment 
of  an  SDI-based  defense  system  in  Europe. 


REMARKABLE  INSTITUTION;  REMARKABLE  MAN 


President  Reagan's  victory  in  upholding 
his  veto  of  the  textile  protectionist  bill  in 
the  House  of  Representatives  is  in  no  small 
measure  due  to  the  work  of  The  Heritage 
Foundation.  This  Washington-based  think 
tank  worked  hard  disseminating  reliable  in- 
formation on  how  that  legislation  would 
backfire  not  only  on  the  textile  industry  but 
also  on  the  U.S.  economy.  The  facts  fell  on 
enough  perceptive  ears  to  help  save  the  President's  day. 

The  Heritage  Foundation,  founded  in  1973,  was  once 
dismissed  as  a  collection  of  right-wing  zealots.  Today  it  is 


highly  respected  in  the  capital,  eclipsing  such 
older,  more  established  fixtures  as  The 
Brookings  Institution. 

Credit  for  this  extraordinary  achievement 
goes  to  Edwin  J.  Feulner  Jr.,  who  took  over  the 
foundation  when  it  was  a  fraction  of  its  current 
I  size  and  influence.  Feulner  put  together  a  first- 
I  rate  staff  of  analysts.  Heritage  became  a  font  of 
I  new  ideas.  It  provided  the  intellectual  grist  for 
Reagan 's  conservative  agenda.  Feulner's  tireless  efforts  have 
paid  off  not  only  for  the  foundation  but,  as  the  textile  veto 
fight  demonstrated,  for  the  nation  as  well. 


NO  WONDER 

we're  seeing  headlines  like  this.  U.S.  savings  bonds  are  one  was  pegged  to  the  market.  Also,  minimum  rates  were  set. 
of  the  best  buys  around  for  safety-conscious  investors.         The    market    has    been    moving    faster    than  Trea- 

With  savings  bank  yields  i —         "  ■ — ■  _  sury's     bureaucrats — hence 

hovering  at  5%  to  6%,  the   \  SalCS  Of  SavingS  BondS  Surge]    the  7Vi%  guarantee. 


savings   bond's  guaranteed 
rate  of  7'/2%  for  five  years  looks  good. 

Until  the  early  1980s,  their  yields  were  far  below  those 
available  from  banks  and  others.  Then,  in  1982,  interest 


New  York  Times  O^her  advantages  of  sav- 
ings bonds:  Their  interest  is  exempt  from  state  and  local 
taxes;  you  don't  pay  federal  tax  until  the  bond  is  cashed  in,- 
and  there  are  no  commissions  or  handling  fees. 


"Do  you  think  there  are 
still  places  that  arerit  served  by  KLMf 


Via;— 


'Heaven  forbid? 


You  don't  have  to  go  to  celestial  heights  to  enjoy  gracious  amenities.  We  can  fly  you 
to  Europe's  #1  airport  in  Amsterdam  and  on  to  over  125  cities  throughout  the  world. 
Wirh  service  you'd  expect  from  the  'Airline  of  the  Year."  Get  where  you  ^ 
need  to  go  in  absolutely  divine  comfort.  Call  your  travel  agent  •••• 
or  KLM.  Today.  ^^^^^^^  ^.^^.^^  of  theWorid.  KLM 

Royal  Dutch  Airlines 


What^s  Ahead  for  Business^ 


Edited  by  Howard  Banks 


A  CONFLUENCE  OF  NEGATIVES 


The  short-term 
downside  of 
tax  reform 


Several  pipers 
are  waiting 
to  be  paid 


Can  we  learn 
anything  from 
recent  history? 


The  risk  of  a  recession  is  greater  now  than  at  any  time  since  the 
economic  recovery  began  in  late  1982. 

The  catalyst  for  this  gloomy  prospect  is  tax  reform.  The  principle — 
encouraging  economic  investment  and  spending,  not  tax  avoidance — 
is  obviously  good.  But  tax  reform  now  contains  a  double  stagger, 
hitting  both  corporate  and  personal  tax  bills  for  1987. 

On  the  corporate  side,  as  expected,  the  investment  tax  credit  is  cut  for 
all  of  1986  and  depreciation  allowances  are  trimmed  starting  January 
1987.  But  the  corporate  rate  cut  doesn't  kick  in  until  mid-1987. 

There's  a  stagger  on  the  personal  side,  too.  Many  tax  breaks  will  be 
disallowed  come  January,  but  offsetting  tax  cuts  (at  intermediate  rates) 
for  1987  don't  take  effect  until  mid-March. 

More  important  than  the  cost  ($11  billion  in  total  in  1987,  says 
Congress)  will  be  the  depressing  psychological  effect  of  a  tax  increase. 

Meanwhile,  many  other  factors  have  turned  negative.  Industrial 
production  has  been  slipping  since  January,  capacity  use  is  only  78%, 
GNP  growth  is  anemic,  and  the  twin  deficits  (budget  and  trade)  are  in 
shock.  Exports  are  up  a  bit,  but  imports  are  up  more. 

Overlaid  on  this  is  unprecedented  corporate  and  personal  debt. 

Consumers,  who  have  kept  growth  moving,  are  borrowing  less  (maybe 
in  part  to  pay  off  earlier  debt),  while  foreclosures  have  risen. 

The  ratio  of  debt  to  net  worth  (at  book  prices)  for  nonfinancial  corpora- 
tions, having  risen  steadily  since  the  1950s,  has  shot  up  since  late 
1983.  The  reason,  says  DRI's  Chris  Probin,  is  the  spate  of  mergers  and 
acquisitions,  and  corporations  taking  on  debt  to  keep  raiders  at  bay. 

What  may  be  at  hand,  then,  is  the  paying-the-piper  phase  of  the  debt 
cycle.  Not  a  1930s-style  apocalypse,  but  a  retrenchment,  says  Henry 
Gaillot  of  Federated  Research.  Gaillot  had  been  forecasting  just  such  a 
reckoning  would  arrive  in  1987.  Now  he  thinks  it  might  come  sooner. 

Full-blown  recession  is  too  extreme  a  forecast.  But  minimal 
growth  and  rising  unemployment  are  the  best  we  can  expect. 

One  factor  could  make  it  worse.  Should  the  budget  deficit — still  out  of 
control — cause  foreign  investors  to  lose  confidence  in  the  dollar,  then 
anything  could  happen. 

But  here's  a  suggestion  that  could  help,  based  on  recent  history. 
Remember  the  tax  cut  enacted  in  1981?  The  benefits  were  staggered 
then,  too,  and  many  think  that  contributed  to  the  1982  recession. 
There's  a  lesson  there.  The  politics  may  be  impossible,  but  the  logic  is 
clear:  Eliminate  the  new  staggers  and  introduce  all  trimmed  allow- 
ances and  lower  rates  simultaneously,  next  Jan.  1. 

Otherwise  we'll  see  the  Federal  Reserve  pumping  out  even  more 
money  next  year  to  stave  off  the  inevitable,  leading  to  an  exaggerated 
rebound  in  1988,  followed  by  a  downturn.  Just  like  last  time. 
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Slow  factories.  Although  the  Fed  has  brought  down  the 
discount  rate  from  7.5%  in  July  1985  to  6%  at  present, 
manufacturing  remains  weak.  After  a  third  straight 
month-to-month  decline,  the  level  of  industrial  produc- 
tion is  back  where  it  was  12  months  ago. 

The  Forbes  Index  climbed  0.3%  during  the  latest  report- 
ing period,  thanks  to  rises  in  retail  sales  and  consumer 


borrowing.  Retail  sales  eked  out  a  0.1%  gain  during  July 
despite  a  sharp  drop-off  in  auto  sales.  Consumer  install- 
ment credit  rose  1.2%  from  May  to  June,  the  largest 
month-to-month  jump  since  January.  The  pending  tax 
reform  bill,  however,  will  disallow  deductions  for  interest 
on  credit  cards  and  auto  loans  but  not  mortgage  interest. 
This  could  cause  consumers  to  curtail  credit  card  use. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  are  presented  at  right. 
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YOUR  DAD'S  WATCH  ] 


You  remember  it. 

It  was  a  fme  gold  Swiss 
watch,  with  a  strap  that  got  even 
better  with  age,  and  it  w^as  as 
much  a  part  of  him  as  anything 
else. 

Not  only  was  it  a  reliable 
timepiece,  it  fit  perfectly  his  idea 
of  what  a  man's  watch  should 
look  like. 

Concord,  Swiss  watch 
makers  for  over  seventy-  five 
3'ears,  has  taken  his  classic  gold 
strap  watch  a  step  further. 

Your  father  would  be 
relieved  to  know  that  Concord 
has  not  tampered  with  the 
traditional  emphasis  on  solid 
14  karat  gold;  with  the  straight- 
forward dial;  the  strict,  circular 


A  vintage  1950  Concord  Watch,  lizard  strap  and  all,  and  still  running  like  a  (harm. 


)NE  GENERATION  LATER. 


se;  the  fine  reptile  skin  strap; 
with  the  rehable  Swiss 
iftsmanship. 

But  he  wouldn't  be  an3rthing 
t  pleased  to  learn  that 
ncord's  watches  are  now  much 
mmer;  more  accurate  (to 
thin  60  seconds  a  year);  and 
ter  resistant  (  up  to  100  feet 
low  sea  level). 

He  would  also  be  pleased  to 
ow  that  they  have  quartz 
)vements  that  never  need 
nding  and  sapphire  crystals 
lich  are  virtually  scratch  proof. 

If  these  classic  wristwatches, 
hanced  by  Concord  technology, 
sase  you  as  much  as  their 
edecessors  pleased  your  father, 
at  should  come  as  no  surprise, 
iter  all,  like  father. . . 


The  sculptural  case  design  reflects  Concord's  pioneering  technology  of  thinness. 


CONCORD. 

For  brochure  send  $3  to  Concord, 
Dept.  FB,  650  Fifth  Ave.,  N.Y.,  N.Y.  10019. 


Forbes 


To  a  lot  of  people,  Cadillac  is  just  another  GM  "  car.  Don't 
blame  the  designers.  Blame  the  way  GM  has  been  organized.  But 
there's  too  much  profit  and  prestige  at  stake  to  let  that  go  on. 

Hold  the  Velveeta- 
please  pass  the  Brie 


By  Jerry  Flint 

EXECUTIVE  Vice  President 
Lloyd  Reuss  bosses  all  North 
American  car  operations  for 
General  Motors.  A  couple  of  weeks 
ago  Reuss  pulled  a  sheet  of  paper  from 
the  cabinet  behind  him.  The  paper  is 
dated  Feb.  10,  1986,  a  week  after  he 
took  the  job.  It  was  a  four-item  list  of 
goals.  One  of  the  four — clearly  of  the 
highest  priority  for  GM — concerned  a 
single  division,  Cadillac.  The  words 
were  strong  and  simple:  "Restore 
Cadillac  products  and  image  to  where 
they  are  the  standard  of  the  world." 

A  Reuss  deputy,  William  Hoglund, 
vice  president  of  the  Buick-Oldsmo- 
bile-Cadillac  group,  elaborates:  "Ca- 
dillac's ability  to  achieve  that  vision 
is  one  of  the  most  critical  elements  of 
GM's  future  success." 

Why  is  Cadillac,  which  accounts 
for  only  about  7%  of  the  corporation's 
worldwide  revenues  and  only  3'/2%  of 
the  vehicles  it  produces,  so  vital? 

And  why  pick  on  Cadillac,  which  in 
many  ways  is  the  healthiest  of  GM's 
divisions?  Its  numbers  are  still  good 
300.000  sales  a  year — twice  Lincoln's 
figure,  three  times  Mercedes'.  It  re- 
tains a  healthy  30%  to  50%— depend- 
ing on  how  you  count — of  the  U.S. 
luxury  car  market,  imports  included. 
It  kicks  m  at  least  $1  billion  pretax — 
about  $2  a  share — to  GM's  profit  in  a 
good  year.  There's  still  goodwill — call 


anything  a  "Cadillac"  and  it  means 
the  best. 

The  answer  to  both  questions  is 
that,  in  the  GM  view,  as  Cadillac 
goes,  so  goes  the  company.  It  is  the 
future,  not  the  present,  that  has 
Chairman   Roger   Smith,   his  col- 


leagues and  his  board  worried. 

Writing  with  his  usual  bite  and  hu- 
mor in  the  Chicago  Tribune  recently, 
columnist  Mike  Royko  summed  up 
the  problem  wonderfully  well.  He 
quotes  a  mythical  yuppie  scorning 
someone  who  buys  a  Cadillac:  "Look, 


Ricardo  Salx^ 


Liticoln  T\'  couunercial  mocking  look-alike  Cadillacs,  Buicks  and  Oldsniobiles 
Tomorrow,  Cadillac  vows,  "you  can  recognize  our  products  at  a  distance. 
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Cadillac  boss  John  Grettenberger  and  his  $50,000  Allante 

"it's  a  turnaround  car,  thefirst  indication  of  what  you're  going  to  see  come  out  of  Cadillac' 


it's  as  if  ...  I  invited  people  over  and 
served  them  Velveeta  instead  of  Brie." 

Never  mind  that  lots  of  Americans 
prefer  Velveeta  to  Brie.  It's  the  trend 
that  matters  here.  If  Cadillac  is  Vel- 
veeta, Mercedes  and  Jaguar  and  BMW 
are  the  imported  cheeses.  The  typical 
Cadillac  buyer  is  older  than  the  Mer- 
cedes buyer  (57  against  46)  and  less 
affluent  ($58,000  against  $80,000  an- 
nual income).  The  average  price  of  a 
Mercedes,  $41,000,  is  almost  double 
that  of  the  average  Cadillac.  Consid- 
ering the  profit  leverage  in  autos  as 
the  price  rises,  this  means  the  profit 
on  a  typical  Mercedes  is  probably  sev- 
eral times  higher  than  on  a  typical 
Cadillac.  "Cadillac,  one  could  say,  is 
selling  300,000  Buicks  and  leaving  its 
[natural]  market  to  Mercedes  and 
BMW,"  concedes  a  CM  man. 

Added  up,  this  means  there's  a  $10 
billion-plus  top-of-the-luxury-market 
segment  that  Cadillac  isn't  even  com- 
peting for,  a  market  inhabited  by  cars 
like  the  $70,000  Mercedes,  the 
$40,000  Jaguar  and  the  $35,000  BMW. 

In  short,  you  sell  more  Velveeta, 
but  the  prestige,  the  big  money  to- 
morrow^ and  the  grovs'^th  is  in  Brie. 

Having  identified  a  problem,  what 
is  CM  doing  about  it?  Plenty. 

From  this  moment  on,  Cadillac  gets 


a  one-year  lead  over  its  sister  divi- 
sions on  new  bodies,  says  John  Gret- 
tenberger, who  heads  Cadillac.  In  two 
years,  when  there's  a  new  "C"  body, 
GM's  new  big-car  body,  Cadillac  will 
probably  have  it  alone  for  a  year  be- 
fore it  is  passed  on  to  Oldsmobile  and 
Buick  for  their  98  and  Electra  models. 
In  recent  years  all  GM's  top-of-the- 
line  models  got  the  new  body  at  the 
same  time.  This  will  hold  when  the 
Cadillac  Eldorado  coupe  gets  a  crash 
reworking  in  two  years;  Olds'  Toro- 
nado  and  Buick  Riviera  sister  models 
will  be  a  year  behind. 

GM  design  has  been  told  there  are 
to  be  no  more  look-alike  models,  ei- 
ther. "You'll  be  pleased  to  see  that 
you  can  recognize  our  products  at  dis- 
tances," Grettenberger  says.  "All 
these  things  we're  doing  right  now 
[are  designed]  to  pull  us  away  not  only 
from  the  outside  competition  but 
from  the  inside,"  meaning  Buick  and 
Oldsmobile. 

Big  changes  start  this  fall.  The 
front-wheel-drive  "C"  body  has  been 
lengthened  a  big  5  inches,  all  in  the 
back  seat,  for  a  model  to  be  called  the 
Sixty  Special.  There  will  be  only  2,000 
of  these  special  jobs,  at  around 
$30,000  each,  but  it  could  be  a  fore- 
runner of  more  low-volume,  higher- 


priced  special  Cadillacs.  That  Sixty 
Special,  plus  the  revival  of  the  big  old 
rear-wheel-drive  Cadillac  Brougham, 
might  help  stem  the  success  of  Ford's 
Lincoln  Town  Car  in  the  luxury  and 
limousine  market. 

Then  there  is  the  Allante,  a  $50,000 
Cadillac  two-seater,  Italian-designed, 
and  Cadillac's  first  run  at  the  high- 
priced  prestige  market  dominated  by 
Mercedes.  Cadillac  men  say  their 
two-seater  may  not  be  as  fast  as  the 
Mercedes  560  roadster  (125mph  vs. 
140mph)  but  swear  it  will  handle  bet- 
ter down  a  twisting  road,  and  have  a 
better  finish,  too.  • 

"It's  a  turnaround  car,  the  first  indi- 
cation of  what  you're  going  to  see 
come  out  of  Cadillac  the  next  four  to 
six  years,"  Grettenberger  says  as  he 
wheels  one  around  a  test  track  at 
60mph,  proving  that  one  boast  is  true: 
Allante  is  so  well  designed  that  you 
can  talk  in  a  normal  tone,  and  be 
heard,  with  the  top  down  at  60. 

Next  to  be  dealt  with  is  the  problem 
of  engineering.  Cadillac  didn't  be- 
come great  with  tail  fins.  Cadillac, 
which  goes  back  to  1902,  is  older  than 
General  Motors.  The  early  Cadillacs 
were  hailed  in  Europe  for  successful 
parts  standardization.  They  were  the 
first  with  a  working  self-starter,  the 
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first  with  a  practical  V-8.  Cadillac  did 
basic  work  on  the  automatic  trans- 
mission. Its  1949  high-compression 
V-8  was  probably  the  best  auto  engine 
in  the  world  after  World  War  11. 

Yet  today,  when  people  think  about 
automotive  engineering,  they  don't 
think  Cadillac.  They  think  Mercedes 
or  Volvo  or  Honda.  "If  we're  going  to 
make  Cadillac  the  standard  of  the 
world,  we've  got  to  take  the  newest 
engineering  developments  and  allo- 
cate them  to  the  best  car  in  the 
world,"  says  William  Hoglund.  The 
other  divisions  may  chafe,  but  the 
decision  seems  to  be  that  Cadillacs 
will  get  the  new  engineering  before 
other  CM  divisions. 

In  the  final  analysis,  a  product  bears 
the  marks  of  the  organization  that 
produces  it.  Today's  Cadillac  is  often 
derided  as  a  Chevy  with  leather  seats 
and,  nameplate  aside,  little  different 
from  any  other  CM  car  of  its  size. 
This  simply  reflects  the  way  CM  has 
been  organized. 

CM  divisions  began  moving  upmar- 
ket themselves  in  the  late  1950s  and 
slowly  closed  the  gap  with  Cadillac. 
Nobody  told  them  to  stop.  In  the 
1960s  centralization  within  CM  laid 
the  seeds  for  later  trouble  on  model 
differentiation — combine  assembly 
plants,  merge  design  and  engineermg 
functions  and  you  get  efficiency,  but 
you  also  get  look-alike  products.  This 
happened  as  the  jaded  American  con- 
sumer began  clamoring  for  something 
different,  something  that  would  help 
assert  his  or  her  individuality.  By  the 
1970s  GM  was  putting  outsiders  in 
charge  of  the  Cadillac,  men  who 
hadn't  grown  up  in  the  division. 

Engineering  problems  developed.  In 
the  1973  and  1979  energy  crises,  Ca- 
dillac's reputation  for  fine  engines 
was  damaged  in  the  rush  to  increase 
fuel  economy.  Its  diesel  V-8  and  4-6-8 
gasoline  engine  (so  named  for  its  abili- 
ty to  run  on  four,  six  or  eight  cylin- 
ders) were  troublesome  and  subse- 
quently abandoned.  The  next  alumi- 
num V-8  had  early  oil-leak  problems. 

The  traditional  big  Cadillac  lost 
some  length,  room  and  power  in  the 
downsizing  and  the  move  to  front- 
wheel  drive.  Even  the  latest  Eldorado, 
which  was  brought  out  last  fall,  is  a 
$30-a-barrel-oil  design,  where  size 
and  power  had  to  be  sacrificed  some- 
what for  fuel  economy.  This  model 
will  be  redone  as  quickly  as  Cadillac 
can  manage. 

A  lop  Mercedes  executive  speaks  of 
the  Cadillac  problem  in  terms  that 
few  top  GM  executives  would  argue 
against:  "We  had  something  the  "C" 
body  [Cadillac)  didi^'t  have:  a  differ- 
ence. I  could  sense  that  the  idea  of 


setting  yourself  apart  would  be  very 
important  in  this  country  down  the 
road.  We  had  a  downside — poor  air- 
conditioning  and  automatic  transmis- 
sions— but  point  to  point  we  got  rid  of 
the  downside. 

"This  was  over  20  years  ago.  In -that 
period  virtually  nothmg  that  would 
match  our  effort  happened  at  Cadil- 
lac. GM  went  with  downsizing  and 
front-wheel  drive,  but  it  continued  a 
policy  of  adorning  standard  vehicles 
and  changing  them  into  Cadillacs." 

But  what,  after  all,  does  Cadillac 
want?  Seventy  percent  of  the  market 
instead  of  50%?  Four  hundred  thou- 
sand cars  instead  of  300,000?  No.  GM 
says  it  is  not  after  market  share  as 
such  but,  rather,  recapturing  the 
trendier,  more  sophisticated  part  of 
the  market.  With  that  would  come 
higher  prices,  higher  profits  and,  man- 
agement hopes,  the  Cadillac  glamour 


By  Richard  L.  Stern 

WHO  CONTROLS  the  Boston 
Stock  Exchange?  Germans. 
Specifically,  18-year-old, 
U.S. -based  ABD  Securities,  75% 
owned  by  Dresdner  Bank,  Germany's 
second  largest  (the  other  25%  belongs 
to  the  German  Hypo-Bank  Munich). 

For  at  least  the  last  ten  years  the 
Boston  exchange  has  owed  its  exis- 
tence to  ABD.  It  is  the  exchange's 
biggest  floor  broker  and  specialist, 
making  markets  in  about  100  stocks 
(including  Big  Board  companies  like 
IBM,  Procter  &  Gamble  and  Kodak). 

More  recently  ABD  created  its  own 
lucrative  market  as  the  conduit  for 
major  brokerage  houses  that  want  to 
buy  and  sell  big  blocks  of  shares  for 
their  institutional  clients  when  trad- 
ing is  suspended,  for  whatever  reason, 
on  the  New  York  Stock  Exchange.  Los 


that  would  rub  off  on  the  other  GM 
lines  and  on  the  whole  organization. 
Cadillac  isn't  going  to  be  too  troubled 
about  raising  prices  or  possibly  elimi- 
nating low-priced  models,  like  the 
$16,000  Cimarron.  If  some  people  are 
priced  out  of  the  Cadillac  market,  too 
bad.  Cadillac's  message  to  Mike  Roy- 
ko's  fictional  yuppie:  We're  in  the 
Brie  business  now. 

Is  this  just  another  ego  trip?  Pres- 
tige at  the  expense  of  profits?  GM 
managers  deny  this  vehemently.  Says 
William  Hoglund:  "As  the  overcapac- 
ity situation  crowds  the  lower  end  of 
the  market,  this  is  where  the  profits 
are  going  to  be.  Cadillac  is  key  not 
only  to  the  upscale  part  of  the  market 
but  also  to  our  opportunities  to  recov- 
er the  lower  end  of  the  market." 

What  Hoglund  says  makes  sense, 
but  identifying  a  problem  is  only  the 
start.  Now  comes  the  hard  part.  ■ 


Angeles-based  Jefferies  &.  Co.  has 
sidestepped  Big  Board  trading  rules  for 
years,  but  whereas  Big  Board  mem- 
bers deal  willingly  with  ABD,  they 
tend  to  shun  Jefferies  simply  because 
it  is  not  an  exchange  member. 

Now,  however,  ABD's  chief  execu- 
tive officer,  Theodor  Schmidt- 
Scheuber,  is  escalating  his  game.  He  is 
trying  to  establish  for  his  bank  the 
right  to  engage  in  much  of  the  Wall 
Street  activity  now  off  limits  to  U.S. 
banks'  because  of  the  Glass-Steagall 
Act.  ABD  has  agreed  to  purchase,  for 
around  S60  million,  the  powerful  and 
highly  regarded  Henderson  Brothers, 
the  second-largest  NYSE  specialist 
firm.  Henderson  makes  markets  in  80 
stocks,  including  Ford,  American  Ex- 
press and  Honeywell,  and  would  be 
the  first  foreign-owned  Big  Board  spe- 
cialist firm. 

Under  U.S.  banking  laws,  the  ABD 


Can  foreign-owned  hanks  waltz  with  Wall 
Street  when  U.S.  banks  are  forbidden  to  do 
so  by  federal  law?  fapans  Sumitomo  and 
Germany  s  ABD  say,  sure. 

The  Fed  in 
the  middle 


XT 


Theodor  Schtnidt-Scheuber  of  ABD  Securities 

Already  in  control  of  the  Boston  Stock  Exchange,  now  he  wants  to  buy  into  the  Big  Board. 
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takeover  must  be  approved  by  the 
Federal  Reserve  Board.  Also  before  the 
Fed  right  novv^  is  a  bid  by  Japan's  Sumi- 
tomo Bank  to  pay  $500  million  for  a 
12.5%  stake  in  the  profits  of  giant 
investment  banker  Goldman,  Sachs. 
If  the  Fed  approves  the  ABD  and  Su- 
mitomo moves,  it  will  be  granting 
foreigners  a  right  forbidden  to  U.S. 
banks  under  the  ancient  Glass-Stea- 
gall  Act  of  1934. 

What  Mrill  the  Fed  do?  It  faces  a 
dilemma.  Both  ABD  and  Sumitomo 
have  tried  to  satisfy  provisions  of  the 
International  Banking  Act  of  1978, 
wrhich  placed  foreign  banks  under 
many  of  the  same  prohibitions  as  did 
Glass-Steagall.  The  Goldman  deal  has 
been  structured  so  that  Sumitomo  is 
merely  a  limited  partner  v^^ith  no 
voice  in  Goldman  management.  Simi- 
larly, ABD  insists  that  present  man- 
agement would  continue  to  run  Hen- 
derson Brothers  after  an  ABD  take- 
over; ABD  would  merely  be  an 
investor. 

But  no  matter  what  the  formality, 
how  can  the  Fed  let  foreigners  do 
what  Americans  cannot? 

For  ABD  the  irony  is  that  it  already 
is  a  specialist  in  Boston  and  acts  as  an 
investment  banker.  Under  the  1978 


International  Banking  Act,  ABD  and 
other  foreign  securities  firms  owned 
by  banks  were  grandfathered  to  con- 
tinue in  businesses  they  already  were 
in,  but  that  they  couldn't  expand 
through  acquisitions. 

Of  course,  some  U.S.  banks  already 
own  brokerage  subsidiaries — for  in- 
stance. Bank  of  America  and  its  dis- 
count brokerage,  Charles  Schwab  &. 
Co.  But  as  one  key  Fed  official  points 
out,  these  banks  merely  act  as 
"agents"  for  buying  and  selling  of 
stocks,  which  is  not  specifically  pro- 
hibited under  the  banking  acts. 

But  the  Goldman/Sumitomo  pro- 
posal breaks  new  ground.  Goldman  is 
a  "full-service  brokerage  house  and 
one  of  the  world's  biggest  investment 
bankers,"  says  a  Fed  official.  Hender- 
son, too,  is  more  than  a  broker,  buying 
and  selling  for  its  own  account  to  sta- 
bilize markets  in  stocks  for  which  it 
acts  as  a  specialist. 

Clearly  the  Fed  is  going  to  have  to 
look  hard  at  all  this.  Some  securities 
lawyers  argue  that,  though  they  are 
similar,  there  are  important  differ- 
ences between  Glass-Steagall  and  the 
slightly  looser  International  Banking 
Act.  So  the  Fed  might  well  find  legal 
justification  for  permitting  the  Sumi- 


tomo and  ABD  deals. 

However,  the  government  policy 
questions  here  are  so  important  that 
the  Fed  does  not  seem  eager  to  resolve 
them  by  itself.  Approval  would  pro- 
voke justified  cries  of  outrage  from 
Citicorp  and  others  that  have  been 
trying  for  years  to  get  Congress  to 
allow  them  to  break  into  Wall  Street. 

The  Securities  Industry  Associa- 
tion, Wall  Street's  official  lobbying 
body,  is  curiously  quiet.  You  would 
expect  the  SIA  to  be  out  pressuring 
the  Fed  to  tum  thumbs  down.  The 
association  has,  after  all,  fought  vocif- 
erously in  court  and  on  Capitol  Hill 
against  banks  like  Citibank  and  Bank- 
ers Trust  venturing  into  private  place- 
ments, mortgage-backed  securities 
and  other  intrusions  into  investment 
banking.  But  SIA  Chairman  Edward  S. 
O'Brien  says  this  time  his  group  will 
not  object  to  either  application.  Why 
not — when  most  of  its  members 
clearly  hate  the  idea  of  competing 
against  Sumitomo  and  ABD  money? 
The  SIA  is  sitting  on  its  hands  for  fear 
of  offending  as  powerful  a  member  as 
Goldman,  Sachs. 

The  ball  is  in  the  Federal  Reserve 
Board's  court.  The  board  clearly  wish- 
es it  were  somewhere  else.  ■ 
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Saul  Steinberg,  that  master  paper  sbujfler, 
traded  debt  for  equity  when  stocks  were 
out  of  favor  With  stocks  in  favor,  hes 
pulling  the  old  switcher oo.  Welcome  to  the 
billionaires  club,  Saul 

Master  of 
the  game 


By  Allan  Sloan 

Tl  HE  STOCK  MARKET,  likc  the  toy 
trade,  moves  a  lot  on  fads.  Few 
people  arc  smarter  at  recogniz- 
ing these  fads  and  riding  them  to  rich- 
es than  Reliance  Group's  Saul  Stein- 
berg, 47,  whose  family  will  soon  ar- 
rive at  billionaire  status — if  it  has  not 
already  gotten  there. 

When  Steinberg  took  Reliance 
Group  private  in  early  1982,  his  fami- 
ly's stake  in  the  company  had  a  mar- 
ket value  of  less  than  $150  million. 
Now  Reliance  is  going  public  again. 

A  recent  U7///  Street  Jonnial  story 
implied  that  the  new  offering  was  a 
lousy  deal  for  investors,  and  the  /o//r- 
was  probably  right.  No  question, 
though.  It  sets  up  a  great  deal  for  the 
Steinbergs.  If  the  public  offering  suc- 
ceeds, the  Steinberg  family's  shares 
will  be  valued  at  about  a  billion  dol- 
lars. This,  after  only  four  years  as  a 
private  company  and  on  a  mediocre 
business  performance. 

What  could  make  the  Steinbergs' 
Reliance  holdings  today  worth  as 
much  as  six  times  their  value  four 
years  ago?  Assets?  No.  By  Forbes' 
reckoning  the  new  Reliance  has  a  neg- 
ative net  worth  of  about  S200  million, 
vs.  a  positive  $100  million  when 
Steinberg  took  it  private  in  1982. 

Why,  then,  is  Reliance  worth  so 
much  more  to  the"  stock  market  now 
than  It  was  in  1982?  A  change  in  fads. 
Here  is  how  a  smart  trader  like  Stein- 
berg can  ride  fads  to  fortune. 

Our  story  begins  in  early  1982,  with 
the  stock  market  in  a  seemingly  end- 
less slump  and  bonds  wildly  popular 
because  they  carried  very  high  inter- 
est rates.  You  remember  those  days. 
That's  v/hen  the  conventional  wis- 
do'Ti  saic?  "equities  are  dead."  But 
Steiiirerg  isn't  a  conventional  guy. 


Let  the  public  eat  bonds.  He  would 
take  those  "dead"  equities. 

Leasco  and  Reliance  Group  went 
private  on  Ian.  7,  1982.  Taking  advan- 
tage of  the  relative  unpopularity  of 
stocks  and  the  popularity  of  bonds, 
Steinberg  did  a  straight  dcbt-for-equi- 
ty  swap.  The  Steinbergs  got  100%  of 
Reliance  and  Leasco  Corp,  by  ex- 
changing the  public's  stock  for  $514 

Ill.-.J  III™  Tm  .  SlUlll.l 


Reliance  Groitp's  Saul  Steifiher^ 
Shuffling  toward  billionairehood. 


million  (face  value)  of  Reliance  paper 
carrying  rates  as  high  as  17%,  with  a 
little  cash  thrown  in.  The  Steinberg 
family  and  its  trusts  owned  a  little 
less  than  a  quarter  of  Reliance  Group, 
Inc.  before  the  swap,  100%  after. 

Reliance  Group's  major  asset  was 
the  Reliance  Insurance  Co.  The  huge, 
high-interest  debt  incurred  in  the 
buyout  and  the  problems  affecting  all 
casualty  insurers  made  life  tough  for 
Reliance.  The  Steinbergs  further  bur- 
dened their  now  wholly  owned  com- 
pany by  taking  seven-figure  salaries, 
borrowing  more  than  $60  million  and 
using  Reliance  to  finance  convoluted 


personal  real  estate  deals. 

These  factors  made  for  4Vi  years  of 
mediocre  performance  for  Reliance  as 
a  private  company.  Our  analysis  of 
the  books  shows  profits  have  been 
coming  not  from  insurance  activities 
or  investment  income  but  from  gains 
made  possible  by  Steinberg's  skill  at 
buying  and  selling  properties  ranging 
from  Disney  stock  to  Imperial  Sav- 
ings (ik  Loan.  As  a  business,  Reliance 
wasn't  much  of  a  success.  As  specula- 
tive trader,  it  performed  wonders. 

Times  have  changed  since  1982. 
Stocks  are  back  in  favor,  and  bonds 
don't  pay  what  they  used  to.  So  Stein- 
berg IS  offering  to  allow  public  inves- 
tors to  buy  back  in  at  a  projected 
$  1 7.50  a  share.  With  80  million  shares 
outstanding,  the  market  would  be 
valuing  Reliance  at  $1.4  billion. 

According  to  its  going-public  pro- 
spectus. Reliance  expects  to  realize 
$330  million  (after  expenses)  from 
selling  20  million  new  shares  to  the 
public,  and  will  use  that  to  pay  off 
debt  incurred  when  the  Steinbergs 
took  the  firm  private  in  1982. 

We're  oversimplifying  a  bit,  but 
what  the  deal  boils  down  to  is  that  the 
Steinbergs  will  have  increased  their 
ownership  from  a  quarter  to  two- 
thirds — after  taking  out  $87  million 
by  selling  some  stock — and  will  have 
gotten  the  public  to  pay  off  most  of 
the  debt  incurred  in  raising  their  own- 
ership. That's  what  comes  of  knowing 
how  to  ride  fads. 

What  will  public  stockholders  get 
for  this  money?  The  stated  book  val- 
ue— assets  less  liabilities — of  the  re- 
named Reliance  Group  Holdings  was 
$401  million  as  of  June  30.  That  in- 
cludes $205  million  of  unrealized 
profits  on  Reliance's  stock  portfolio. 

But  the  balance  sheet  also  includes 
$630  million  of  nebulous  assets — 
$385  million  of  intangibles  and  $245 
million  of  "deferred  acquisition 
costs"  that  Reliance  has  paid  but 
hasn't  yet  charged  against  earnings. 
Flush  those  Items  out  of  the  balance 
sheet,  and  the  tangible  net  worth  of 
Reliance  is  a  negative  $229  million. 
It's  true  that  those  intangibles  are  not 
without  value,  but  it  is  well  to  re- 
member that  at  the  price  Steinberg  is 
setting  for  the  public  offering,  inves- 
tors are  paying  richly  for  them. 

At  $17.50  the  Steinbergs'  Reliance 
holdings  would  have  a  market  value 
of  $940  million,  and  that  doesn't 
count  the  $75  million  (pre-expenses) 
it  would  get  from  selling  shares  in  the 
public  offering.  This  is  the  age  of  pa- 
per shuffling:  Shuffle  enough  of  it  in 
the  right  way  and  you,  too,  can  grow 
up  to  be  a  billionaire.  ■ 


FORBES.  SEPTEMBER  H.  1986 


As  a  film  company,  Cannon  Group  seems 
to  walk  on  water.  Is  the  miracle  genuine? 
Or  is  it  all  done  with  mirrors? 


Now  you  see  it . . . 


By  Tatiana  Pouschine 


Scene:  Hollywood,  Calif.  Plot: 
Horatio  Alger,  but  1980s  style, 
because  it  has  a  cynical  twist. 
Heroes:  a  couple  of  poor  immigrants, 
cousins,  Menahem  Golan  and  Yoram 
Globus.  This  is  a  true  story,  though, 
not  a  movie  script. 

In  1979  the  cousins  buy  a  small 
movie  studio  for  $350,000  named 
Cannon  Group,  Inc.,  and  today  they 
own  stock  worth  $100  million  and 
run  a  company  with  revenues  of  $150 
million.  Maybe  what  they  make  isn't 
always  high  art — Breakin',  The  Happy 
Hooker  Goes  to  Hollywood  and  The  Ixjst 
American  Virgin — but  enough  ticket 
buyers  enjoy  the  stuff,  and  investors 
are  happy  with  a  stock  that  rises  from 
IVi  to  around  35  in  a  few  years. 


All  the  ingredients  for  a  nice  suc- 
cess story.  But,  as  we  said,  this  being 
1986,  the  story  has  a  cynical  twist. 
Some  smart  speculators  are  heavily 
short  Cannon  stock.  Among  them: 
Kurt  Feshbach  of  Los  Angeles'  Stock- 
bridge  Partners.  As  of  July  15,  10%  of 
the  company's  7.9  million  shares 
were  sold  short.  It's  not  that  the  skep- 
tics don't  like  Cannon's  movieS;  they 
don't  like  its  bookkeeping.  The  Secu- 
rities &  Exchange  Commission  has 
questions,  too.  It  is  conducting  an  in- 
vestigation of  the  way  Cannon  amor- 
tizes its  film  costs. 

Forbes,  on  its  own  reporting,  has 
reason  to  think  the  skeptics  are  on  to 
something.  It  looks  as  if  Cannon  may 
be  carrying  as  assets  a  very  big  num- 
ber of  sunk  costs  that  it  may  never 
recapture. 


Cannon  President  Yoram  Cilohiis  and  Chairman  Menahem  Colan 
Ripe  for  a  big,  fat  writedown? 


To  understand  what  is  happening, 
you  have  to  know  something  about 
movie  bookkeeping.  A  movie  is  not  a 
hard  asset  the  way,  say,  an  automo- 
bile or  a  pair  of  shoes  is.  Once  the 
movie  is  shot,  the  producer  has  noth- 
ing for  his  money  but  a  lot  of  exposed 
film.  What  that  completed  film  is 
worth  has  little  to  do  with  how  much 
it  cost  but  everything  to  do  with  the 
unpredictable  factor  of  public  whim. 
Two  films  may  have  cost  $10  million 
each  to  make.  One  may  turn  out  to  be 
worth  $50  million.  A  gold  mine.  The 
second  one  could  easily  turn  out  to  be 
worth  nothing.  Zero.  Zilch.  The  mon- 
ey right  down  the  drain. 

Still,  moviemakers  must  keep 
books,  and  how  do  you  keep  books 
when  your  exposed  film  may  be  worth 
$50  million  or  worth  nothing?  You 
need  accounting  assumptions,  no 
matter  how  rough,  to  keep  any  kind  of 
books.  Somewhat  oversimplified, 
here's  how  it  works: 

The  moviemaker  is  allowed  to 
count  the  completed  film  as  an  asset 
worth  what  it  cost  to  make  it,  ex- 
plains Kenneth  Reiss,  a  partner  at 
Ernst  &  Whinney.  This  asset  must  be 
written  off  over  the  estimated  eco- 
nomic life  of  the  film.  Now  comes  the 
fiction.  To  determine  the  writeoff,  the 
filmmaker  estimates  what  the  film 
will  earn  him  at  the  box  office,  in 
video  sales  and  on  television.  A  sub- 
jective judgment?  Sure,  but  you  need 
it  as  a  reference  point. 

As  an  independent  producer.  Can- 
non operates  in  a  different  manner 
from  major  studios  like  MGM,  Para- 
mount, Fox,  Warner,  Columbia, 
MCA.  In  order  to  conserve 
scarce  capital  and  reduce  risk, 
an  independent  will  attempt  to 
cover  part  of  its  costs  by  licens- 
ing, in  advance  of  production, 
such  big  items  as  foreign  rights 
to  the  film,  videocassette  rights, 
television  rights.  It  retains  U.S. 
theatrical  rights,  and  Cannon, 
which  formerly  distributed 
through  MGM  in  the  U.S.,  now 
handles  its  own  distribution 
here. 

Complicated?  You  bet  it  is. 
Where  there  is  complexity  there 
is  opportunity  for  obfuscation. 

Okay,  we'll  say  a  movie  cost 
$10  million  to  make,  and  the 
producer  thinks  it  will  bring  in 
$20  million  in  revenue.  First 
year  out  it  takes  in  $5  million, 
25%  of  its  estimated  potential. 
The  producer  writes  off  25%  of 
the  cost  against  those  revenues; 
$2.5  million  against  an  intake  of 
$5  million.  That  year  the  movie 
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shows  a  gross  "profit"  of  $2.5  million. 

But  the  film  is  still  on  the  books  for 
the  remaining  $7.3  million.  Anything 
wrong  here?  Yes.  If  the  film  did  only 
$5  million  in  its  first  year,  it  is  unlike- 
ly to  earn  $20  million  over  its  eco- 
nomic life.  If  the  original  estimate 
stands  but  the  film  earns,  say,  only  $4 
million  over  its  remaining  life,  the 
company  ends  up  with  a  greatly  over- 
stated asset. 

A  conservative  accountant  would 
urge  an  immediate  writedown  of  the 
residual  value  once  it  was  clear  the 
film  wouldn't  do  what  was  originally 
expected  of  it.  But  another  accountant 
might  let  the  original  estimate  stand. 
Remember:  Setting  the  amor- 
tization rate,  or  the  rate  at 
which  management  writes  off 
these  capitalized  costs,  is  up  to 
management  and  its  auditors. 

In  our  hypothetical  example 
the  original  estimate  was  too 
high.  But  wasn't  that  original 
estimate  highly  subjective? 
Exactly.  That's  where  the  po- 
tential for  abuse  comes  in. 

Back  to  our  modern-day  Ho- 
ratios.  Look  at  Cannon's  am- 
ortization of  film  costs  last 
year  and  express  it  as  a  per- 
centage of  revenues.  In  1985 
Cannon's  amortization  rate 
was  57.2%,  vs.  competitor  Tri- 
Star's  77.6%.  In  short.  Cannon 
seemed  to  be  spending  only 
$572  to  get  $1,000  in  revenues 
while  Tri-Star  was  spending 
$776.  Impressed  by  these 
numbers,  investors  lapped  up 
Cannon  stock.  Weren't  mov- 
ies the  quintessential  business 
in  the  postindustrial  society? 
And  wasn't  Cannon  an  effi- 
cient producer?  In  1985  Can- 
non  generated   earnings  of   

$15.2  million,  up  from  $12.2  million 
the  year  before.  Rival  Tri-Star  Pic- 
tures, Inc.  earned  only  $1.6  million  on 
revenues  of  $258  million;  rival  Orion 
lost  $31.9  million  on  revenues  of 
$198.1  miUion. 

Was  Cannon  really  so  much  more 
efficient?  Were  its  movies  so  much 
more  profitable?  Maybe. 

But  maybe  not.  Maybe  Cannon  was 
just  slower  in  writing  down  its  inven- 
tory of  released  films. 

Forbes  traced  the  economic  prog- 
ress of  each  Cannon  film  released  in 
1985— all  20  of  them.  We  discovered 
that  these  films  took  in  around  $9 
million  each  on  average — from  theat- 
rical showings,  video,  television,  for- 
eign, the  works. 

What  did  these  films  cost?  About  $5 
million  each  for  the  film  and  $2.4 
miUion  in  marketing  costs — advertis- 


ing, prints,  promotion.  Overhead  and 
interest  add  about  $1.2  million  per 
film.  In  all,  the  costs  come  to  $8.6 
million  per  film — just  under  what  the 
films  take  in. 

So  where's  the  profit?  Cannon 
makes  something  from  running  mov- 
ie theaters  but  nothing  like  the  $16.6 
million  it  reported  as  pretax  profit  for 
1985.  Where,  then,  did  the  profit 
come  from?  The  skeptics  conclude  it 
can  come  only  from  underamortiza- 
tion  of  film  costs. 

Is  there  a  smoking  gun?  No.  Just  a 
corpse.  The  corpse  is  that  Cannon's 
film  inventory  is  mounting  fast.  The 
figure  was  $121  million  at  the  end  of 
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they  make  isn't  always  high  art. 


1984;  it  was  $213  milhon  at  the  end  of 
1985.  Some  of  this  bulge  is  the  result 
of  the  fact  that  Cannon  has  been  mak- 
ing more  films  each  year  than  the  year 
before.  Even  so,  the  bulge  seems  ex- 
cessive. While  inventories  of  films  al- 
ready released  were  mounting  by 
more  than  60%,  film  revenues,  in- 
cluding TV,  rose  only  about  30%.  A 
$50  million-plus  increase  in  releases 
produced  only  a  $26  million  increase 
in  revenues. 

At  $213  million.  Cannon's  total  in- 
ventory is  actually  higher  than  Para- 
mount's  $199  million,  even  though 
Paramount  has  something  like  eight 
times  Cannon's  revenues.  The  suspi- 
cion is  that  Cannon  is  booking  reve- 
nues faster  than  it  is  recognizing 
costs.  Anyone  who  does  this  is  a  can- 
didate for  a  fat  writedown  somewhere 
down  the  line. 


Is  Cannon  ripe  for  such  a  write- 
down? The  short-sellers  clearly  think 
so.  Cannon  management  clearly  dis- 
agrees. Says  Yoram  Globus:  "A  lot  of 
people  have  been  hurt  trying  to  short 
Cannon." 

Whether  the  shorts  win  or  lose, 
questions  remain;  How  real  are  the 
profits  Cannon  has  reported?  How 
real  is  the  number  it  carries  as  film 
inventory? 

A  major  writeoff  could  be  a  heavy 
blow  for  a  company  whose  debt  is 
$558  million  but  whose  shareholders' 
equity  is  just  $144  million.  And 
whose  mid- 1 986  working  capital  defi- 
cit was  $105  million. 

Of  course,  a  box  office  bo- 
nanza— one  of  those  $50  mil- 
lion-or-more  grossers — could 
change  all  this.  But  blockbust- 
er hits  are  few  and  far  between. 
In  1984  Cannon  released  two 
respectable  box  office  perform- 
ers, Breakm,  which  was  dis- 
tributed by  MGM  ($35.6  mil- 
lion box  office),  and  Missing  in 
Action  ($22.4  milhon).  But  last 
l'l|<|,  year  Cannon  had  nothing  in 
the  $20  million-or-above  cate- 
gory.  Nor  has  the  company 
ever  hit  the  jackpot  the  way 
Columbia  Pictures  did  with 
Gbostbusters  ($227.9  million)  or 
Paramount  did  with  Indiana 
Jones  and  the  Temple  of  Doom 
($170.3  million). 

So  the  question  remains: 
How  did  Cannon  end  up  with 
a  1985  pretax  profit  of  more 
than  10%  on  the  sales  dollar— 
if  not  by  dragging  its  heels  on 
film  cost  amortization?  Finan- 
cial Accounting  Standards 
Board  rule  53  says  manage- 
ment's revenue  projections 
  must  be  reviewed  "periodical- 
ly." How  periodically  is  Cannon  do- 
ing these  reviews?  And  how  reason- 
able are  its  original  total  revenue 
projections?  Jay  Shapiro,  a  partner  at 
the  big,  prestigious  accounting  firm 
of  Laventhol  &.  Horwath,  has  some 
doubts.  Says  he:  "I  can't  explain  why 
Cannon's  amortization  percentage  is 
so  small.  .  .  .  There  is  something 
very  puzzling  in  Cannon's  numbers, 
and  as  a  member  of  the  public  deal- 
ing with  their  numbers,  I  can't  ex- 
plain it." 

Globus  and  Golan  would  explain  it 
in  terms  of  operating  efficiency.  "We 
have  the  same  chance  to  hit  a  big 
movie  as  any  other  major  [studio]," 
says  Golan.  "We  haven't  done  it  yet, 
but  in  the  meantime  we  are  making 
profits." 

Granted.  But  are  the  profits  at  the 
expense  of  a  future  writeoff?  ■ 
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UNCOmON  KNOWLEDGE. 

Swiss  Bank  Corporation's  financial  sophistication 
is  the  key  to  success  in  complex  transactions. 


Swiss  Bank  Corporation's  commit- 
ment to  the  U.S.  market,  the  most 
important  financial  market  in  the 
world,  is  proven.  Since  1939,  Swiss 
Bank  Corporation  has  maintained 
one  of  the  largest  domestic 
operations  of  any  foreign  bank 
in  the  U.S. 

From  commercial  banking  to 
investment  banking  to  economic 
counseling,  U.S.  companies  can 
benefit  greatly  from  Swiss  Bank 


Corporation's  uncommon  breadth 
of  experience  and  expertise  in 
structuring  and  handling  complex 
transactions. 

Further,  our  "AAA"  ratings 
reflect  our  ability  to  sustain  a 
commitment  to  our  clients. 

Bring  Swiss  Bank  Corporation's 
financial  sophistication  to  your 
doorstep,  and  find  out  how  our 
uncommon  knowledge  could  make 
a  world  of  difference. 


Swiss  Bank 
Corporation 

Schweizerischer  Bankverein 
Society  de  Banque  Suisse 


The  key  Swiss  bank 

General  Management  m  CH-4002  Basle,  Aeschenplatz  6,  and  in  CH-8022  Zurich,  Paradeplatz  6,  Over  200  offices  throughout  Switzerland,  Main  Office  U.S.A.- 

New  York,  Four  World  Trade  Center,  10048,  212/938-3500,  Branches:  Chicago,  Three  First  National  Plaza,  60602,  312/346-0350  and  San  Francisco,  101 
California  Street,  94111,  415/774-3300,  Agencies:  Atlanta,  235  PeachtreeSt ,  N,E  30303,  404/522-1600  and  Houston,  One  Allen  Center  77002,  713/658-0561, 
Representative  Office:  Los  Angeles,  800  W,  Sixth  St.,  90017,  213/489-5900 


\0'.00  Good  morning,  Mr.  Drew.  Your 
mission:  revise  monthly  market  forecast  and 
update  client  roster  Fast.  Yoursecret  weapon, 
an  ATuT  PC 6300  PLUS  with  Simul-Task. 


10:05  As  you  enter  new  names  in  client 
database,  this  remarkable  PC  is  already  tap- 
ping a  Denver  mainframe  for  the  market  fig- 
ures you  will  need. 


10:11  Obeying  preset  commands,  your 
new  ATtTPC  enters  market  data  in  spread- 
sheet. It  will  simultaneously  run  your  spread- 
sheet and  print  from  the  database.  So  why  not 
get  some  coffee? 


26  MINUTES  IN  THE  LIFE  0 


The  machine  is  AT&T's  PC  6300  PLUS.  At  its 
heart,  a  bit  of  technological  lightning  that  permits  the 
computer  to  do  several  tasks  at  once. 

This  AT&T  breakthrough  is  called  Simul-Task.  It 
mightily  expands  the  usefulness  of  the  PC  experts 
already  place  in  the  first  rank  of  today's  more  power- 
ful "80286"  machines. 

One  manager  likens  Simul-Task  to  having  an 
assistant  handle  one  chore  while  you  get  on  with 
another.  With  Simul-Task  aboard,  the  AT&T  PC  6300 
PLUS  can  comb  through  a  database  for  the  figures 
you  need  while  you  update  a  memo... or  print  out  a 
report  while  you  set  up  a  spreadsheet. 

!?faUHASK?  THE  SOUf.  OF  A  BEHER  PC 

There  exist  few  machines  tliat  can  match  the 
power  of  AT&T  s  PC  6300  PLUS.  The  speed  is  intoxi- 
cating, ths  graphics  razor  sharp.  Lookhard  enough, 
and  ycu  may  find  a  similar  machine.  But  you  will  find 
none  that  can  apply  its  power  to  one  of  your  existing 


PC  programs— and  to  other  jobs  at  the  same  time 

Caveat  emptor.  You  can  pay  plenty  for  software 
that  lets  you  look  at  several  programs  at  once.  AT&T' 
Simul-Task  runs  several  programs  at  once.  It's  the 
difference  between  window  shopping— and  getting 
things  done. 

The  secret:  Simul-Task  unlocks  the  full  potential 
of  the  "80286"  processor  chip.  So  you  have  all  the  bei 
efits  of  today's  PC  software,  without  the  limitations 
today's  PCs. 

Simul-Task  gives  anyone  who  sits  down  at  an 
AT&T  PC  6300  PLUS  the  ability  to  do  more-and  do 
faster— than  users  of  other  PCs.  But  there  is  more  t< 
the  Simul-Task  story. 

Item:  Simul-Task  opens  the  door  to  better  data 
communications.  Two  keystrokes  can  tap  you  in  to 
a  mainframe  1,500  miles  away,  or  the  PC  down 
the  hall. 

Item:  Even  as  you  run  one,  two,  or  three  businei 


pi. 


10:16  The  spreadsheet  i»  almost  done, 
but  you  needn 't  wait  for  it  to  finish.  AT&T's 
Simul-Taslt  lets  you  update  your  cover  letter 
while  other  programs  run. 


10:20  Send  FYl  report  to  branch 
managers  via  electronic  mail.  One  command 
reminds  the  PC  to  back  up  files  during  lunch 
hour. 


10:26  Boss  stops  by.  Hard  copy  just 
happens  to  be  ready.  Well  done,  Mr.  Drew!  And 
welcome  to  the  world  of  Simul-Task. 


mrs  MOST  PRODuaivE  pc 


grams,  the  PC  6300  PLUS  is  open  to  receive  and 
re  electronic  mail  or  data  someone  else  is  sending 
lou.  No  matter  what  programs  you  are  running, 
r  "mail"  is  just  three  keystrokes  away. 
Item:  You  put  your  computer  on  "automatic  pilot," 
ning  time-consuming  jobs  like  database  sorts  after 
rs.  Rather  like  setting  a  VCR  to  tape 
lorrow  night's  movie. 

COMPUTERS  WITH  THE  FUTURE  BUILT  IN 

Most  of  today's  19  million  PCs  are  islands  unto 
mselves.  But  tomorrow  is  coming  up  fast.  For 
le  companies,  the  next  step  is  tapping  a  remote 
abase.  For  others,  it  is  networking  one  PC  to 
ther  Or  uniting  all  their  computers  in  a  larger 
stellation. 

Here  Simul-Task  shines.  For  many  companies, 
tT's  PC  6300  PLUS  with  Simul-Task  can  be  the 
ige  between  todav's  personal  computer  applica- 
is. .  .and  tomorrow  s  company-imde  applications. 


When  the  time  comes  to  take  the  next  step,  you'll 
be  ready.  AT&T  makes  the  pieces  fit. 

How  much  mil  all  this  cost  ?  The  exact  figure 
depends  on  how  you  equip  your  system,  but  most  com- 
panies have  been  pleasantly  surprised.  And  right  now 
(for  a  limited  time)  you  can  get  even  more  for  your 
money. 

To  learn  more,  and  to  arrange  for  a  Simul-Task 
demonstration,  please  contact  your  AT&T  Account 
Executive,  stop  by  any  authorized  AT&T  supplier,  or 
telephone  1800  247-1212. 


AT&T 

The  right  choice. 


The  Up  &  Coiners 


Fumble^ 


Like  most  young  asset  pyramiders,  the 
founders  of  Winn  Enterprises  understood 
the  wonders  of  leverage.  Unfortunately, 
they  overlooked  debt's  capacity  to  destroy 
as  well  as  create. 


Debt's  downside 


By  Lisa  Gubernick 


Tl  HIS  IS  THE  STORY  of  three  bright 
young  men  who  built  a  bilhon- 
doUar  company  in  no  time  at  all, 
and  now  preside  over  its  rapid  demise. 
The  three,  all  of  Orange  County, 
Calif.,  are  the  Bangerter  twins.  Dee 
and  Lee,  42,  and  their  half  brother  Ted 
Nelson,  37.  Starting  with  a  little  cash 
flow,  tax-loss  carryforwards,  ambi- 


tious plans  and  some  eager  bankers, 
the  trio  built  their  Winn  Enterprises' 
sales  from  $26.5  million  in  1982  to 
$1.1  billion  by  last  December,  at 
which  time  Winn's  assets  were  $749 
million.  Talk  about  Up  &  Comers. 

Today  Winn  is  a  shambles.  Its 
shares  trade  at  less  than  1,  down  from 
a  high  of  nearly  5.  Assets  are  on  the 
block.  "We're  effectively  in  Chapter 
11,"  says  Chairman  Nelson.  "I'll  be 


^y^^na  trui:;-pnsi;i,  <^oc'.if7nan  Ted  .\ekon 
Ths  inilkjt^tsed.  but  the  cttsh  ebbed. 


happy  if  the  company  just  survives." 

The  brothers'  problem?  They  pyra- 
mided assets  on  a  pile  of  borrowed 
money,  serviced  by  the  assets'  cash 
flow.  A  fine  strategy — unless  the  cash 
flow  slows,  which  is  what  happened 
to  Winn.  It  could  happen  to  many  of 
the  brash  asset  pyramiders  now  ca- 
vorting across  the  U.S.  economy. 

Like  many  of  the  new-breed  asset 
pyramiders,  the  brothers  cut  their 
teeth  on  real  estate,  where  a  little 
cash  flow  can  take  down  a  lot  of  debt, 
and  where  two  decades  of  tax  subsi- 
dies and  inflation  have  papered  over 
all  manner  of  dumb  business  deci- 
sions. In  college  at  Brigham  Young  in 
the  1960s,  the  brothers  purchased  mo- 
bile homes,  fixed  them  up  and  sold 
them.  They  quickly  graduated  to 
nursing  homes. 

In  1978  the  brothers  bought  into 
two  troubled  real  estate  investment 
trusts.  The  REITs  gave  them  a  grab 
bag  of  properties,  including  a  race- 
track in  Erie,  Pa.  and  a  trailer  park  in 
Florida.  The  brothers  also  took  on 
$120  million  in  defaulted  bank  debt. 
They  spruced  up  and  sold  off  some 
properties  and  swapped  others  with 
their  bankers.  By  1982  they  had 
trimmed  the  debt  and  built  up  equity 
to  $12  million.  They  also  got  $50  mil- 
lion in  tax-loss  carryforwards  from 
one  of  the  REITs. 

In  a  sense  this  early  success  in  prop- 
erty led  to  the  brothers'  later  prob- 
lems. By  1983,  as  Nelson  recalls  it, 
"The  question  became,  what  next? 
Are  we  just  going  to  continue  liqui- 
dating and  go  out  of  business,  or  do  we 
want  to  make  a  transition  to  a  future 
business?" 

Again  like  many  new  asset  pyra- 
miders, the  Bangerters  and  Nelson  fig- 
ured the  same  magic  they  had  worked 
on  manufacturing  assets  could  be 
made  to  work  on  property  assets:  X 
cash  flow  will  support  v  debt,  so  if  we 
can  increases  a  little,  we  can  increase 
V  a  lot  and  pretty  soon.  .  .  .  Such  rea- 
soning, alas,  overlooks  the  fact  that 
manufacturing  cash  flow  is  often  less 
predictable  than  cash  flow  from  real 
estate  (which  is  not  all  that  predict- 
able, either). 

"They  ran  very  close  to  the  edge 
with  cash  flow,"  says  Scott  Gillespie, 
an  analyst  with  Santa  Monica-based 
Drake  Capital,  of  Winn's  current 
troubles.  "Any  problems  went  right 
to  Winn's  ability  to  service  debt." 

The  brothers  decided  to  go  after 
the  dairy  business.  They  had  no  prac- 
tical experience  with  dairy  products, 
but  cash  flow  is  cash  flow,  isn't  it? 
Their  first  dairy  acquisition  was  Los 
Angeles-based  Knudsen  Corp.  They 
outbid  a  management  group  and  six 
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THE  SURRA 
DVNA5TV  BEGINS: 


WITHOUT  COMRROMISE. 


DRIVER  COCKPIT  1 

This  is  where  you  perform, 
accompanied  by  an  advanced 
technology  concert  sound  system. 
Optional  glove-soft  leather  is  the  , 
ultimate  touch.  -         !        ■  ' 


PgRFOPtMANCe- 

STANDING  start' 

0-50    5.27  sec, 

0-60   7.33  sec 

1/4  mile  15.60  sec. 

BRAKING 

60-0  3.15  sec. 

Distance   122.73  ft. 

0-60-0  10.48  sec. 

LATERAL  ACCELERATION 
150  ft.  radius  0.875  g 


'D^ta  from  independent  lesting. 


PURE  SPORTS  CAR 

Toyota  joins  the  high  performance  club.  The  all-new  Supra  is 
pure  sports  car.  A  200  hp  3.0  liter  24-valve  engine  moves  it. 
Supra  rides  on  a  racing-type  double  wishbone  suspension. 
And  Supra  rolls  on  uni-directional  16"  wheels  with  specially 
designed  Goodyear  Eagle  GTradials  unique  to  Supra. 
If  performance  is  your  goal,  make  no  compromises. 
1  I  Supra  doesn't. 


WHO  TOYOTA 

COULD  ASK 
FORANVTHING 
MORE! 

pet  More  From  Life...  Buckle  Up! 


If  you  really  ™nt  to 
fi^d  a  solution, 

youwgottolooK 

atfllsides 
of  title  problem. 

And  in  fact,  Businessland's  sales 
of  computer  equipment  to  larger  com- 
panies were  strong.  Yet  they  realized 
that  many  small-business  owners 
were  not  buying  computer  systems, 
even  when  the  equipment  was  badly 
needed. 

What  part  of  the  picture— what 
view,  what  vantage  point— led  GE 
Credit  to  an  answer  to  Businessland's 
problem? 

Large  companies  have  access  to  a 
substantial  corporate  line  of  credit.  But 
often,  the  only  existing  credit  line  for  a 
small  business  is  the  owner's  personal 
credit  card. 

So  the  small  businessman  needing 
several  PC's  had  to  choose  between 
obtaining  a  bank  loan  first,  or  assuming 
the  sizeable  debt  of  a  computer  pur- 
chase himself. 

After  examining  currently  available 
financing  alternatives,  GE  Credit 
realized  Businessland  could  benefit 
from  something  new — a  plan  they 


At  GE  Credit,  we  know  there  are 
no  shortcuts  to  solutions.  In  fact,  the 
problem  itself  can  often  be  hard  to 
recognize. 

Take  Businessland,  a  nationwide 
supplier  of  microcomputer  systems  to 
business.  At  a  time  when  PC  usage  in 


business  is  expanding  rapidly  com- 
puter deiilers'  shelves  should  be  emp- 
tying practically  overnight. 


could  offer  their  smaller  customers 
that  combined  the  best  features  of  big- 
business  commercial  financing  with 
the  simplicity  and  ease  of  use  of  a  con- 
sumer credit  card. 

The  solution?  The  Business 
Revolving  Charge. 

This  unique  program  from  our 
Retailer  Financing  Department  pro- 
vides Businessland  with  a  poweriful 
new  selling  tool. 

The  customer  receives  a  Business- 
land  credit  card,  with  a  line  of  credit 


in  the  company's  name.  The  card  is 
used  like  any  other  credit  card,  for  cur- 
rent and  future  purchases— but  only 
in  Businessland  computer  centers. 

The  credit  approvals,  monthly  bill- 
ing and  all  other  paperwork  are  handled 
directly  by  GE  Credit.  And  Business- 
land's  sales  force  is  free  to  sell  com- 
puters. 

A  careful  study  of  all  sides  of  the 
Businessland  situation  led  GE  Credit 
to  invent  an  answer— one  that  we're 
now  offering  to  other  suppliers  to 
business. 

If  you're  staring  at  a  business 
problem  you  can't  get  a  handle  on  (for 
example,  did  you  realize  you've  been 
looking  at  a  computer  system  from 
several  different  angles?)  call  GE 
Credit.  We'll  help  you  find  an  answer. 

Calltollfree:  1  (800)  243-2222  or  write: 
260  Long  Ridge  Rd. ,  Stamford,  CT 06902. 


You  cantdo  things 
differently  until  you 
see  things  differently 


General 
Electric 
Credit 

CORPORATfON 


Thisjs  the  resort  ttvat's  one  of  \ 


a  kind.  With  a  five-star^ wel- 
come and  three  18-hole 
charnpionship  golf  courses, 
19  tennis  courts,  and  superb 
dining.  Plus  horseback  rid- 
ing, trout  fishing,  skeet  and 
trap,  swimming  pools,  even" 
its  own  Spa,  all  on  16,000 
glorious  Alleghany  acres. 
Ask  your.travel  agent  or  call  ■ 
us  toll-free;  800^336-57.751? 
in  Virginia  800-542'6734.  ' 


Why  Santa  needs  your 
Corporate  Christmas  Hst  now. 


iach  year  at  this  time  fine  corporations  worldwide 
consult  Tiffany  &  Co.  to  select  presents  of  remarkable 
distinction  for  their  employees  and  clients.  In  our  corporate 
gift  catalogue  they  find  a  wide  selection  of  exclusive  hand- 
crafted Tiffany  designs. 

We  know  how  important  it  is  that  all  your  gifts  arrive 
in  time  for  Christmas,  therefore,  we  urge  you  to  plan  and 
order  early.  It  would  be  a  shame  for  someone  you  value  to 
miss  the  Blue  Box  this  year. 


To  receive  the  Tiffany  Corporate 
Division  Catalogue  and  open  an 
account,  please  call  a  corporate 
account  representative  at 
212'605'440L 


212 
,6P5'440l 


TiFFANY&CO. 

NEW  YORK  •  BEVERLY  HILLS  •  CHICAGO  •  DALLAS  •  HOUSTON 
50ST0N  •  ATLANTA  •  SAN  FRANCISCO  •  PHILADELPHIA  ©T&CO.  1986 
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Others  to  purchase  the  company  for 
$78  miUion  in  May  1983.  The  fi- 
nancing was  provided  by  Wells  Far- 
go. (At  this  point  the  brothers 
changed  their  corporate  name  to 
Winn  Enterprises,  after  their  moth- 
er.) And  Knudsen  was  merely  a  step. 
"If  they  just  write  on  my  tombstone, 
'This  was  the  guy  that  did  the  Knud- 
sen deal,'  I'll  consider  myself  a  major 
failure,"  said  Ted  Nelson  shortly  af- 
ter buying  Knudsen. 

For  a  while  the  brothers  looked 
pretty  smart.  In  fiscal  1984  Winn's 
food  operations,  consisting  almost  en- 
tirely of  Knudsen,  earned  $16.8  mil- 
lion pretax,  on  sales  of  $411  million. 

In  a  cyclical  world,  good  times  usu- 
ally give  way  to  bad.  Milk  price  wars 
broke  out.  As  Knudsen's  chief  com- 
petitor, San  Francisco-based  Foremost 
Dairy,  kept  hammering  prices, 
Winn's  food  operations'  profit  mar- 
gins began  to  fall. 

The  brothers'  solution  was  to  buy 
Foremost,  which  they  accomplished 
by    paying    $S0    million — all  bor- 

The  brothers  went  <tfter 
the  dairy  business. 
No  matter  that 
they  had  no  practical 
experience  with  dairy 
products.  Cashflow  is 
cashflow,  isn't  it? 

rowed — and  assuming  $80  million  in 
debt  in  June  1985. 

By  this  time  Winn's  bankers  at 
Wells  Fargo  were  getting  nervous  and 
they  shed  no  tears  when  the  brothers 
turned  to  Citicorp  Industrial  Credit  to 
finance  the  Foremost  purchase.  "Citi- 
corp didn't  demand  their  personal 
guarantees,  and  Wells  Fargo  did,"  ex- 
plains a  former  Knudsen  executive. 
"Moreover,  Wells  was  pushing  for  a 
public  financing,  either  equity  or 
debt,  but  the  brothers  did  not  want  to 
dilute  their  holdings.  Citicorp  was 
willing  to  provide  the  extra  money 
with  less  than  ideal  collateral  in  re- 
turn for  a  fee  above  the  normal  rate  of 
interest." 

The  plan,  spearheaded  by  Dee  Ban- 
gerter  and  former  Knudsen  executives, 
was  to  merge  the  two  operations.  But 
both  the  inexperienced  brothers  and 
the  so-called  experts  missed  the  point 
that  the  consolidation  was  impracti- 
cal. "Other  than  the  fact  that  both 
companies  produced  milk,  they  had 
little  in  common, "  admits  a  chastened 
Nelson,  explaining  that  the  two  ser- 
viced different  customers  and  had  dif- 
ferent management  structures.  Mean- 
while, so  many  truckloads  of  ice 
cream,  milk  and  other  dairy  products 
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5HOP  AT  ONE  OF  THE  WORLD'S 
vlOST  UNUSUAL  SUPERMARKETS 

lome  to  the  colourful  Kingdom  of  Thailand 

nd  bargain  amidst  a  busy,  bustling  floating  market. 

'ry  some  of  the  many  exotic  fruits  and  foods. 

Inearth  dazzling  gems  at  rock  bottom  prices. 

3r  discover  the  sheer  loveliness  of  fine  Thai  silks  and 

he  colourful  handicrafts  of  the  hill-tribe  people  of 

Northern  Thailand. 

wherever  you  go  throughout  the  Kingdom  you 
lall  be  surrounded  by  a  brilliant  blaze  of  colour, 
'he  glowing  gold  of  temples  and  Palaces, 
'he  sun-drenched  blue  of  cloudless  skies, 
"he  purples  and  pinks  of  exotic  orchids, 
'he  hot  red  of  chillies  at  a  floating  market, 
'he  turquoise  and  aquamarines  of  irridescent 
oral  seas. 

md  the  emerald  green  of  jungle  and  rice  fields, 
idd  to  this  the  kaleidoscope  of  the  multi-colours. 
)f  the  many  colourful  ceremonies  and  festivals, 
le  fine  silks,  dazzling  gems  and  the  exotic  fruits 
nd  foods. 

verywhere  you  go  throughout  Thailand  you 
/ill  be  captivated  by  those  ever-smiling, 
ver-welcoming  Thai  people,  living  life  to 
le  full  in  their  gentle  Kingdom, 
bme  to  colourful  Thailand. 
Du  will  have  a  brilliant  time. 


Dr  more  information  on 
hailand  see  your  travel  agent  | 
:  write  to  the  Tourism 
uthority  of  Thailand 
the  following  address  : — 

World  Trade  Center,  Suite  No.  2449, 

ew  York,  N.Y.  10048,  U.S.A. 

x:  667621  TOT  UW  Tel:  (212)  4320433 


For  the  past  10  years,  Norden  Systems,  Inc.,  a  subsidiary  of  United  Technol- 
ogies, has  teamed  up  with  Digital  to  become  a  leading  supplier  of  U.S.  military 
computers.  "Key  to  our  success  is  Digital's  adherence  to  standards,"  says  Norden 
Vice-President  and  General  Manager,  H.  Colin  Sanders.  "The  assurance  that  new 
hardware  and  software  will  work  with  what's  already  been  developed  is  impor- 
tant to  any  market,  but  especially  the  military.  Digital's  consistent  computing 
environment  makes  system  growth  evolutionary,  not  revolutionary' ' 

Mr.  Sanders  credits  Norden's  competitive  edge  to  Digital's  commitment  to 

'A  style  of  computing 
that  helps  Norden  meet 
the  Standards  of  this 
country's  #1  customer 
year  after  year." 

his  market.  "Digital's  R&D  never  stops  looking  ahead.  Plus,  there's  a  wealth  of 
existing  Digital  and  3rd  party  software  for  every  military  environment.  That 
speeds  up  our  product  development  so  we  can  react  more  quickly."  In  Mr. 
Sanders'  view,  the  significance  of  Norden's  partnership  with  Digital  keeps 
growing.  "As  the  need  for  military  standardization  becomes  more  apparent, 
the  value  of  what  we  offer  is  easier  and  easier  to  see." 

To  get  your  competitive  advantage  now,  write:  Digital 
Equipment  Corporation,  200  Baker  Avenue,  West  Concord, 
Massachusetts  01742.  Or  call  your  local  sales  office. 


Q  Digital  Rquipment  (lorpor^iiion  1986  The  Digital  logo  is  ;i  trydcni:irk  of  Digitiil  Equipment  Corporation  Nitrdcn  S\  stems.  Inc  is  a  subsidiary  of  I  nited  I  ethnologies 


had  been  delivered  to  the  wrong  cus- 
tomers that  cases  lay  spoiling  at  the 
plant.  Customers  canceled  by  the 
score.  Nearly  a  year  latei,  Knudsen's 
Modesto  plant  produces  less  than  it 
did  before  the  operations  merged. 

When  the  brothers  tried  to  exploit  a 
supermarket  strike  last  December, 
overtime  pay  consumed  their  extra 
profits.  Nelson  says  the  extr^  operat- 
ing hours  caused  Winn's  Los  Angeles 
plant  to  fail  a  federal  sanitation  in- 
spection in  January. 

Worse  was  in  store.  A  federal  dairy 
herd  reduction  program  cut  Winn's 
milk  supplies  this  spring,  and  some  $9 
million  in  payments  from  the  Com- 
modity Credit  Corp.  were  delayed  for 
up  to  two  months  when  the  federal 
program  itself  ran  out  of  funding.  In 
May  company  inspectors  discovered 
listeria,  a  deadly  bacteria,  in  Winn's 
Dallas  plant,  forcing  a  30-day  shut- 
down that  cost  millions  when  Winn 
could  least  afford  it. 

For  the  three  quarters  ended  Dec. 
31,  Winn  lost  $3.27  million  pro  forma, 
compared  with  a  $6.13  million  profit 
the  year  before.  Sales  fell  to  $951  mil- 
lion from  $962  million  in  1984.  As 
Winn's  cash  flow  ebbed,  the  compa- 
ny's debt  burden — over  $300  million 
by  last  year,  20  times  shareholders' 
equity — became  unsupportable.  The 
dominoes  began  to  topple. 

Last  January  a  $134,000  interest 
payment  due  to  Foremost's  former 
owners  went  unpaid.  On  July  14  the 
banks,  led  by  Citicorp,  revoked 
Winn's  credit  extension,  thereby  forc- 
ing the  company  to  default  on  $18 
million  owed  to  its  milk  suppliers. 
The  banks  eventually  agreed  to  re- 
extend  credit,  but  initially  only  on  a 
day-to-day  basis. 

Citicorp  also  pressed  the  Bangerter 
twins  and  Nelson  to  sign  a  personal 
guarantee  for  $10  million  of  the  cred- 
it-line extension.  Nelson  agreed.  The 
Bangerters  refused  and  have  left  Nel- 
son more  or  less  on  his  own  to  sort  out 
Winn's  problems  while  they  struggle 
with  Care  Enterprises,  a  highly  lever- 
aged nursing  home  operation  also 
controlled  by  the  brothers. 

In  April  Nelson  hired  First  Boston 
and  Allen  Co.  to  sell  off  pieces  of 
Winn  to  raise  cash.  "I  quickly  realized 
we  couldn't  operate  our  way  out  of 
our  debt  problems,"  says  Nelson,  who 
has  aborted  the  merger  of  the  Fore- 
most and  Knudsen  operations. 

But,  again,  this  is  not  only  a  tale  of 
what  went  wrong  for  Winn  Enter- 
prises' young  founders.  It  is  also  a 
general  reminder  that  cash  can  ebb 
as  well  as  flow— and  that  debt  has 
the  power  both  to  create  and  to 
destroy  wealth.  II 


Recognition  Equipmenfs  turnaround  is 
stalled  by  scandal.  So  why  are  Saul  Stein- 
berg and  some  other  Wall  Street  hotshots  in 
a  buying  mood? 

True  believers 


By  Alan  M.  Field 


Tl  HE  25-YEAR  HISTORY  of  Recogni- 
tion Equipment  Inc.  (REI),  this 
year's  scandal  aside,  is  a  text- 
book case  in  the  pitfalls  of  high  tech. 
REI  makes  state-of-the-art  electronic 
devices  that  read  printed  material  and 
instantly  convert  it  into  code,  so  it 
can  be  stored,  edited  and  manipulated 
in  computers.  Obviously,  a  technol- 
ogy that  enables  computers  to  read 
and  process  documents  at  high  speed 
has  handsome  potential.  But  Recogni- 
tion misjudged  the  market.  It  got 
stuck  making  small  numbers  of  large, 
customized,  expensive  but  low-profit 
machines  for  folks  like  the  IRS  and 
the  Federal  Reserve  Bank,  turned  its 
back  on  more  profitable,  higher-vol- 
ume optical  scanners  and  nearly  went 
bankrupt  four  years  ago. 


More  than  that,  REI's  reputation  is 
now  seriously  compromised  by  a  lob- 
bying/bribery scandal.  On  June  30  Pe- 
ter Voss,  a  member  of  the  Postal  Ser- 
vice Board  of  Governors,  pleaded 
guilty  to  accepting  illegal  payments  of 
more  than  $20,000  from  a  Michigan 
lobbyist,  John  Gnau,  to  persuade  the 
board  to  buy  about  $250  million 
worth  of  REI's  mail  sorters. 

REI's  payments  to  lobbyist  Gnau 
escalated  sharply  several  months  after 
Gnau  began  bribing  Voss. 

Still,  the  federal  investigations, 
nearly  a  year  long,  that  led  to  Voss' 
indictment  implicated  neither  REI 
nor  its  chairman  and  chief  executive, 
William  G.  Moore  Jr.  But  the  investi- 
gation continues.  Understandably, 
Recognition's  stock,  which  hit  $16  in 
June,  has  fallen  to  $11  (though  still 
above  its  $10.75  book  value),  since  an 


Recognition  Equipment  's  \X  'i//ia>?i  G.  Moore  J r 
is  the  tamish  only  temporary? 
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WHEN  you  first  handle  a  Patek  Philippe,  you  become 
aware  that  this  is  a  watch  of  rare  perfection. 
We  know  the  feeling  well.  We  experience  a  sense  of 
pride  every  time  a  Patek  Philippe  leaves  the  hands  of 
our  craftsmen.  For  us  it  lasts  a  moment  —  for  you, 
a  lifetime. 

We  made  this  watch  for 
you  —  to  be  part  of  your 
life  —  because  this  is  the 
way  we've  always  made 
watches. 

And  if  we  may  draw  a  con- 
clusion from  five  genera- 
tions of  experience,  it  will 
be  this:  a  Patek  Philippe 
doesn't  just  tell  you  the 
time,  it  tells  you  something 
about  yourself. 


PATEK  PHILIPPE 

GENEVE 


For  a  comprehensive  presentation  of  Patek  Philippe  timepieces,  please  send  $5  -  or  for  a  simple  brochure  of  current  styles  write  to: 

Patek  Philippe.  10  Rockefeller  Plaza.  Suite  629  -  R  New  York,  N.Y  10020 


THE  PEOPLE  AND  PLACES  OF  WEST-IN. 
C  A  li  I N  C.  C  O  M  F 0  R  T A  B  I,  iC.  C I V I  L I Z  E  D. 


Fatigue  is  the  enemy 
of  clear  thinking  and 
enthusiasm,  two  things 
essential  to  the  successful 
conclusion  of  business  matters. 
The  understanding  of  this 
principle  is  everywhere 


discoverable  at  every  West 
hotel  and  resort.  Thus 
the  Westin  Housekeeper 
surrounds  the  guest 
with  a  generous  and 

inviting  array  of 
textures  designed  to 
ease  tensions.  Out  of 
every  small  thing  a 
greater  thing  is  produced 
by  the  people  and  places 
of  Westin:  a  harmonious 
mixture  that  is  caring, 
comfortable,  civilized. 


Drena  Alexander, 
Director  of  Housekeeping 
The  Westin  Hotel,  Toronto 


ORT  LAUDERDALt  •  GUADALAJARA  ■  GUATEMALA  CITY  •  HONGKONG  •  HOUSTON  •  ISLAND  OF  HAWAII     IXIAI'A    JOHANNESBURG  ■  KANSAS  C1T>  KAUAI 
no  ■  LOS  ANGELES  •  MANILA  ■  MANZANILLO  •  MAUI  ■  MAZATLAN  •  MEXICO  CITY  •  MONTERREY  •  NEW  tX'lLEANS  ■  NEW  YORK  ■  OAHU  ■  ORANGE  COUNTY 
OTTAWA  •  PHOENIX  •  PITTSBURGH  ■  PORTLAND  ■  PUERTO  VALLARTA  ■  PUSAN  •  SALT  LAKE  CITY  ■  SALTILLO  ■  SAN  FRANCISCO    SAN  SALVADOR  ■  SEATTLE 
SEOUL  ■  SINGAPORE  •  STAMFC~)RD  •  TOKYO  •  T0R0N70  •  TUCSON  •  TULSA  •  VAIL  ■  VANCOUVER  ■  WASHINCHON,  UC  ■  WINNIPEG 


Call  your  travel  consultant  or  800-228-3000. 


Special  Introductory  Trial  Offer 

Value  Line  for  the  next 
10  weeks  for  only  $55 


Reasons  for  this  offer: 

Here's  an  opportunity  to  receive  the 
complete  Value  Line  Service  for  the 
next  10  weeks  at  about  half  the  regu- 
lar rate  This  offer  is  limited  to  one 
individual  in  a  household  that  has 
not  already  had  a  subscription  to  The 
Value  Line  Investment  Survey  during 
the  past  two  years.  Why  do  we  offer 
this  price  reduction  to  new  trial  sul> 
scribers  only?  Because  we  have 
found  (liat  a  high  percentage  of 
those  who  once  try  Value  Line  for  a 
number  of  weeks  stay  with  it  on  a 
long-term  basis.  The  resulting  in 
crea.se  in  circulation  enables  us  to 
provide  the  service  to  our  long-term 
subscribers  for  a  lower  annual  rate 
than  would  otherwise  be  possible. 

Complete  Coverage: 

The  Value  Line  Investment  Survey 
continually  reviews  more  than  1700 
stocks.  Key  data  and  ratings  of  each 
stock  are  updated  every  week  in  our 
Summary  &  Index.  In  addition,  each 
stock  is  the  subject  of  a  new  full-page 
report  every  13  weeks,  in  regular  ro- 
tation About  130  new  full-page  re- 
ports are  issued  each  week.  You  also 
receive  our  weekly  "Selection  & 
Opinion"  .section  bringing  you  Value 
Line's  forecast  of  the  economy  and 
the  stock  market,  advice  on  invest 
ment  policy  in-depth  analyses  of  es- 
pecially recommended  stocks.  Value 
Line  market  averages,  and  other 
features. 

Introductory  Offer: 

You  can  receive  the  complete  Value 
Line  Investment  Survey  for  the  next 
10  weeks  for  only  SSS— about  HALF 


A  Subscriber's  Guide 
by 

Arnold  Bernhard 
Research  Chairman 


the  regular  rate — if  no  one  in  your 
hou.sehold  has  subscribed  in  the  past 
two  years.  And  you  get  this  bonus: 

A  Subscriber's 
Guide,  by  Arnold 
Bernhard,  Value 
Line's  founder  and 
research  chief,  re- 
vealing methods  of 
evaluation  that 
took  decades  to  develcjp.  You  KEEP 
this  book  even  if  you  return  the 
other  material  for  your  money  back 

Special  Bonus  Offer: 

Subscribe  to  The  Value  Line  Invest- 
ment Survey  and  receive  as  an  ad- 
ditional bonus  Value  Line's  complete 
2000-page  Investors  Reference  Serv 
ice,  with  our  full-page  reports  on  all 
stocks  under  review — fully  indexed 
for  your  immediate  reference. 

Money  Back  Guarantee: 

If  you  find  that  The  Value  Line  Serv 
ice  is  not  all  that  you  expect  it  to  be, 
you  may  return  the  material  we  send 
you  within  30  days  for  a  full  refund 
of  your  fee. 

See  for  yourself  how  Value  Line's  in 
dependent  investment  advisory  .serv 
ice  might  help  you  maximize  your 
investment  profit  possibilities  and 
reduce  your  investment  risk. 
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uses listed  above 

ONE  YEAR  SUBSCRIPTION 

□  Begin  my  !  Year  (52  issues)  subscription  for  $425 
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indictment  would  kill  what  would  be 
REl's  largest  contract  ever. 

Why,  then,  have  wheeler-dealer 
Saul  Steiiiberg  and  his  Reliance 
Group  Holdings  added  129,500  REI 
shares  to  its  portfolio,  at  prices  of  $10  [ 
to  $13,  since  the  scandal  broke?  Reli- 
ance now  owns  825,700  shares,  or 
8.5%,  of  REI.  "We  think  well  of  the 
company  and  its  prospects,"  says  a 
Reliance  spt)kesman  blandly. 

And  why  are  astute  regional  broker- 
age houses  like  Montgomery  Securi- 
ties of  San  Francisco  and  Eppler,  Gue- 
rin  &  Turner  of  Dallas  writing  buy 
recommendations  for  REI?  On  the 
one  hand,  they  are  betting  that  Recog- 
nition will  slide  through  the  scandal 
untouched.  And  on  the  other,  they 
apparently  see  considerable  promise 
in  the  company  regardless. 

Government  contracts  now  ac- 
count for  only  8%  of  REl's  business. 

If  the  investigation  ends 
the  way  the  analysts 
figure.  Recognition 
Equipment  will  be  a  good 
bet  to  win  at  least 
hay  the  ensuing 
Postal  contract,  and  its 
share  price  should 
rebound  strongly. 

none  of  that  from  Postal  contracts, 
and  in  the  four  years  since  Moore, 
now  47,  took  over  as  chief  executive. 
Recognition  has  doubled  its  revenues, 
to  $240  million  (1986).  REI  will  likely 
announce  record  net  profits  of  $7.5 
million  (75  cents  a  share)  in  fiscal 
1986  (ending  Oct.  3 1 ),  and  it  has  rapid- 
ly expanded  into  more  dependable, 
high-volume  markets,  like  hand-held 
wands  that  process  product  bar  codes 
for  cash  registers.  It  now  serves  5,000 
customers,  vs.  only  200  in  1982. 

But  losing  the  Postal  Service  con- 
tract would  be  a  heavy  blow.  It  would, 
of  course,  wipe  out  REl's  chances  to 
more  than  double  its  annual  revenues 
at  a  stroke.  The  Postal  contracts 
would  also  mean  much  higher  earn- 
ings because  they  would  supply  as- 
sured 1 1  %  to  12%  margnis.  (REl's  pre- 
tax margin  last  year  was  only  3.4%.)  It 
could  also  lead  to  large  contracts  for 
similar  products  with  post  offices 
overseas,  where  REI  now  docs  50%  of 
its  business. 

Will  REI  be  implicated?  Investiga- 
tors are  not  talking.  Moore  admits  he 
contracted  to  pay  lobbyist  Gnau  1% 
of  the  value  of  any  Postal  Service  con- 
tract Gnau  could  help  REI  win.  But 
Moore  insists  he  knew  nothing  of  any 
deal  through  which  Gnau  offered  to 
share  that  commission  with  Postal 


YOUR  BUSINESS  WOULD  BE 
VBEITERHACETOWORKFrrWERE 
IN  A  BETTER  PLACE  TO  LIVE. 


"The  state  where  you  choose  to 
ate  your  business  shouldn't  only 
rich  in  tax  incentives  or  loan 
)grams. 

"It  should  also  be  rich  in  quiet 
:'ks  in  the  midst  of  bustling  cities, 
ighborhoods  brimming  with  res^ 
irants,  galleries  and  theaters, 
d  mile  upon  mile  of  lakes,  rivers 
i  forest. 

"It  all  adds  up  to  quality  of  life. 


And  by  every  measure,  Pennsylvania 
ranks  among  the  most  desirable 
places  to  live  in  the  nation. 

"Our  two  major  cities,  Pittsburgh 
and  Philadelphia,  rank  first  and  fifth 
nationwide  in  quality  of  life.  And  that 
means  more  than  superior  schools, 
lively  culture,  top  pro  sports,  great 
entertainment  and  low  cost  of  living. 

"It  also  means  Pennsylvania 
enjoys  one  of  the  liigliest  concentra- 


tions of  scientists, 
engineers  and  profes- 
sionals anywhere. 

"You  see,  to  attract  tl  u  ■ 
best  employees,  you  have 
to  offer  a  great  place  to  live 

Dick  Thoniburgti,  Governor 

¥3UR  BUSINESS 
HASAFRIEND 
IN  PENNSYLVANIA 


)86,  Peniisvlvania  Department  of  Commerce.  Tb  Bnd  out  more  about  business  opportunitie.s  here,  write  Jim  f'ici<ard,  Secretary  of  Commerce, 
433  Forum  Building;,  Harrisburft  PA  17120.  Or  call  (717)  787-6500. 
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Mazda  is  known 
reaking  new  ground" 


Kenichi  Yamamoto 

President, 

Mazda  Motor  Corporatiorfij'' 


"One  key  to  the  RX-7  Turbo's  excep- 
tional performance  and  fun-to-drive 
nature  lies  in  its  two-stage  turbo- 
charged  rotary  engine.  Intercooled 
and  fuel-injected,  the  engine 
produces  182  hp." 
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"The  turbocharger's  unique 
two-stage  design  and  impact 
turbine  blades  ensure  optimum  . 
performance  and  lag- free  response^v^ 
at  any  engine  speed."  ^S^^ 
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nil  Today  its  a  sports  car 

POWERED  BY  THE  WORLDS  ONE^ 
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■       hen  Mazda  introduced 

the  first-generation  RX-7 
1 1978,  it  stunned  the  automo- 
[ve  world.  For  the  RX-7,  with  its 
nique  rotary  engine,  offered 
Bmarkable  technical  sophistica- 
:on,  performance  and  value. 
VTiich  led  Road  &  Track  to  call 
"le  RX-7  "...  an  enthusiast's 
ream  come  true." 

Today,  there's  a  new-genera- 
Lon  RX-7  capturing  the  imagina- 
on  of  driving  enthusiasts  and 
utomotive  editors— the  fuel- 
ijected,  intercooled  RX-7  Turbo. 
:s  performance  can  be  seen  in  its 
pectacular  6.7-second  0-60  time 
nd  140  mph  top  speed.  Its  inno- 
ative  design  is  evidenced  by  a 
uspension  system  so  advanced, 
le  rear  wheels  can  actually  help 
teer  you  through  a  turn.  Yet  true 
D  its  heritage,  this  new  RX-7 
smains  an  exceptional  value. 

AT  THE  HEART  OF 
A  REMARKABLE  CAR- 
A  REMARKABLE  ENGINE. 

In  designing  the  RX-7  Turbo, 
4azda  capitalized  on  the  inher- 
nt  characteristics  of  its  exclu- 
ive  rotary  engine.  The  rotary's 
ompact  size  allowed  the  turbo- 
harger  and  intercooler  to  be 
Dcated  unusually  close  to  the 
ngine  for  maximum  airflow 
fficiency.  And  compared  to  the 
xhaust  valves  of  a  reciprocating 
ngine,  the  rotary's  exhaust  ports 
•rovide  a  faster  flow  of  exhaust 
;ases  to  drive  the  turbo. 

To  develop  a  turbocharger 
Kat  would  take  full  advantage  of 
Kese  characteristics,  Mazda  engi- 
leers  had  to  look  beyond  conven- 
ional  turbocharger  technology. 


The  result  of  their 
relentless  pursuit  is  a 
patented,  two- stage 
turbocharger.  At 
low  engine  speeds, 
the  turbo's  small 
primary  chamber 
acts  to  increase  the 
flow  speed  and 
energy  of  exhaust 
gases  striking  the  turbine 
and  provides  quick,  lag-free 
response.  Above  2700  rpm,  a 
larger  secondary  chamber  opens 
to  ensure  optimum  exhaust  gas 
volume  and  flow  for  high  speed 
driving.  The  result  is  a  turbo- 
charger with  the  unique  ability 
to  provide  exceptional  low -speed 
response  as  well  as  an  exhilarat- 
ing increase  in  overall  power. 

Mazda  engineers  also  incor- 
porated an  air-to-air  intercooler 
to  cool  the  hot,  pressurized  air 
coming  from  the  turbocharger. 
The  cool,  dense  charge  of  air  it 
produces  improves  combustion 
efficiency  and  adds  still  further 
to  the  power  of  the  engine. 


With  work  continuing  on  its  new  H50  mil- 
lion plant  in  Flat  Rock,  Michigan,  Mazda 
has  launched  a  series  of  training  courses 
for  key  American  supervisory  personnel 
at  the  company's  plants  in  Hiroshima  and 
Hofu,  Japan,  these  courses  will  cover 
Mazda's  production  methods,  team  concept 
and  quality  control  systems. 


The  Mazda  RX-7  Turbo— Motor  Trend 
magazine's  1986  Import  Car  of  the  Year. 

AT  MAZDA,  THE 
FUN  OF  DRIVING  IS 
TAKEN  VERY  SERIOUSLY 

The  RX-7  Turbo  is  a  car  for 
those  with  a  passion  for  driving. 
And  behind  this  exceptional 
sports  car  lies  an  exceptional  cor- 
porate philosophy— one  that's 
earned  Mazda  a  reputation  as  a 
maverick  among  Japanese  auto- 
makers. For  at  Mazda,  there's  an 
obvious  willingness  to  explore 
the  unconventional.  An  eager- 
ness to  challenge  the  limits  of 
innovation.  Plus  a  rare  commit- 
ment to  enriching  people's  lives 
through  vehicles  that  are  fun  to 
drive.  And  that's  a  commitment 
Mazda  will  always  take  seriously. 

For  a  free  copy  of  the  1985 
Mazda  Annual  Report  and/or 
your  choice  of  a  1986  RX-7,  626, 
323  or  B2000  product  catalog, 
write  to:  Mazda  Report /Catalog 
Offer  Box  5960-CO  Orange, 
CA  92668.  Or  call  this  toll-free 
number:  800-521-1055 


Board  member  Voss. 

REI  hired  Gnau  in  January  1985,  the 
month  before  Gnau  made  his  first 
payments  to  Voss.  And  chat  August 
the  Postal  governors  did  establish  the 
current  competition  between  REI  and 
ElectroCom,  another  supplier  of  scan- 
ners based  in  Arlington,  a  Dallas  sub- 
urb. But  the  smart  money  all  along 
had  been  on  REI's  more  versatile 
"multiline"  scanner  (ElectroCom's 
only  machine,  then,  read  one  line  at  a 
time).  Like  ElectroCom's  new  com- 


peting device,  it  reads  the  entire  ad- 
dress, converts  it  to  a  bar  code  that 
incorporates  a  nine-digit  Zip  Code, 
and  stamps  the  bar  code  on  the  enve- 
lope so  that  existing,  high-speed  post 
office  equipment  (now  bogged  down 
because  no  one  uses  those  nine^digit 
Zips)  can  work  at  maximum  efficien- 
cy. The  kicker:  REI's  machine  reads 
up  to  180,000  characters  per  minute. 

Until  the  Postal  scandal  is  resolved 
(in  late  September,  at  the  earliest), 
don't  look  for  REI's  stock  to  move 


much.  But  if  the  investigation  ends 
the  way  the  analysts  figure,  REI  will 
be  a  good  bet  to  win  at  least  half  the 
ensuing  Postal  contract,  and  its  share 
price  should  rebound  strongly. 

If  it  loses  the  contract,  REI's  earn- 
ings should  still  improve  and  push  the 
stock  price  higher,  though  probably 
more  slowly.  If  so,  it  won't  be  the  first 
time  contrarian  investors  like  Stein- 
berg made  a  killing  in  a  sound  compa- 
ny tarnished — only  temporarily — by 
scandal.  ■ 


Having  twice  succumbed  to  temptation, 
Memphis'  Union  Planters  National  Bank 
faces  yet  another  enticement. 

(Twice)  born-again 
bankers 


By  Janet  Novack 


WE  don't  see  any  future  in 
just  taking  deposits  and  lend- 
ing money,"  banker  Richard 
A.  Trippeer  Jr.  told  Forbes  in  early 
1984.  Then  president  of  Mem- 
phis-based Union  Planters  Na- 
tional Bank,  Trippeer  was  recit- 
ing the  official  corporate  formu- 
la for  rebuilding  the  bank, 
which  had  been  nearly  sunk  in 
the  Seventies  by  bad  loans  and 
internal  corruption  (at  least 
three  top  officials  went  to  jail 
for  fraud  and  misuse  of  funds). 

Under  then  Chairman  Wil- 
ham  M.  Matthews  Jr.,  Union 
Planters  Corp.,  the  bank's  hold- 
ing company,  disdained  com- 
mercial lending  and  poured 
money  into  sophisticated  elec- 
tronic ventures  ranging  from  a 
real  estate  database  to  a  money 
transfer  system  for  truck  fleets. 

The  strategy  didn't  work. 
Late  that  year,  with  expenses 
ballooning,  earnings  falling  and 
pressure  from  regulators 
mounting,  Union  Planters 
ousted  Matthews,  suspended  its 
dividend  and  scrapped  many  of 
its  new  ventures.  At  the  end  of 


1984,  UP's  primary  capital  stood  at 
4.4%  of  assets,  so  low  that  it  was 
forced  to  enter  into  supervisory  agree- 
ments with  the  Fed  and  the  Comp- 
troller of  the  Currency. 
Trippeer,   now  chairman  of  the 


Chainnarj  Richard  A.  Trippeer  Jr. 
Back  to  the  old-time  banking  religion. 


holding  company  and  owner  of  about 
2%  of  its  stock,  says  he  joined  the 
chorus  belittling  lending  only  because 
it  was  the  party  line:  "I  never  really 
understood  Matthews'  grand  plan.  I 
took  an  awful  lot  of  it  on  faith." 

Today  Trippeer  embraces  a  differ- 
ent faith.  He  and  other  officers  at  $2.1 
billion  (assets)  Union  Planters, 
Tennessee's  fifth-largest  bank  holding 
company,  preach  old-time  banking  re- 
ligion with  the  fervor  of  reformed  sin- 
ners. They  speak  reverentially  of 
lending  niches,  banking  relationships 
and  corporate  borrowers  in  the  sales 
range  of  $10  million  to  $50  million. 

After  posting  an  $18.8  million  loss 
in  1984,  Union  Planters  earned  a  rec- 
ord $1 1.2  million  in  1985.  For  the  first 
half  of  1986,  earnings  surged  to  $10 
million,  or  $2.06  per  share,  from  $5.1 
million,  or  $1.41,  in  the  same  period 
last  year.  Analysts  look  for  1986  earn- 
ings of  about  $3.50  per  share.  After  a 
convertible  debenture  issue  in  1985 
and  a  I.15-million-share  common 
stock  offering  this  past  June,  the  cor- 
poration's primary  capital  is 
now  8.8%  of  assets,  a  highly 
satisfactory  ratio.  The  bank 
plans  to  resume  paying  divi- 
dends in  the  first  quarter  of  1987 
or  earlier,  and  hopes  to  emerge 
from  Its  supervisory  restraints 
around  the  end  of  this  year. 

A  good  part  of  the  gains  to 
date  have  come  from  pruning  of 
swollen  overhead.  Union  Plant- 
ers' noninterest  expenses,  large- 
ly because  of  its  high-cost,  high- 
tech adventures,  rose  from  $61 
million  in  1982  to  $120  million 
in  1984.  They  were  cut  to  $92 
million  in  1985. 

Another  source  of  gain  has 
been  the  growth  of  UP's  suc- 
cessful Investment  Banking 
Group.  At  the  heart  of  the  IBG  is 
a  broker/dealer  operation  that 
handled  $48  billion  (par  value) 
of  trades  in  government-  and 
mortgage-backed  securities  last 
year  for  2,000  clients  nation- 
wide,    predominantly  small 
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WHEN  LEARJETS  JIM  TAYLOR  TAKES  OFF 
ON  mCAnON,  WE'RE  A  BIG  PART  OF  HIS  FUGHT  PLAN. 


Mr.  James  B.  Taylor 
President  and  CEO,  Gates  Leatjet  Corporation 


The  Visa  Premier  Card 

When  he's  piloting  his  company 
to  new  heights,  he's  all  business.  But 
when  he's  off  on  a  flight  of  fancy,  no 
premium  credit  card  suits  him 
better  than  the  Visa®  Premier  Card. 

Whether  he's  flying  to  the  Cape 
in  search  of  the  perfect  lobster  or 
down  to  Ixtapa  to  find  a  little  peace 
and  quiet,  he  knows  his  Visa 
Premier  Card  is  accepted  at  four 
times  as  many  places  worldwide  as 
the  American  Express  Gold  Card. 

The  Premier  Card  also  has  a 


Lear)ci  is  a  registered  trademark  of  the  Gates  Learjet  Corporation 
©Visa  USA  Inc  1986 

minimum  starting  credit  line  of 
$5,000,  over  twice  as  high  as 
American  Express.  And  Visa  gives 
him  access  to  over  five  times  as 
many  banks  and  cash  machines.  So 
he  can  get  cash  easily  almost 
anywhere. 

If  all  this  sounds  good  to  you 
and  you're  ready  to  enjoy  these 
advantages,  apply  for  a  Visa 
Premier  Card  today. 
It's  the  card  to  use  # 
wherever  you  ^ 
touch  down.  ^^^^ 


It's  every  where  you  want  to  be! 


The  coiAHtry  that's  dxinging  the  way  we 
do  business  hcv>  a  hotel  that's  doing  the  same. 


Westin's  Akasaka 
Prince  is  a  magic  l:)lend  ot 
innovation  and  centuries- 
old  tradition.  It's  raised 
doing  business  to  an  art 
form.  And  it's  reflected  in 
tile  functional  elegance  of 
our  hotel. 

Your  room  is  the  larg- 
est in  tiie  city,  It's  peaceful 
and  has  a  .stunning  corner 
view.  Take  advantage  of  12 
re.stau rants  and  a  lousiness 
ser\'ice  center  open  longer 
than  anyone's.  No  wonder 
American  business  tra\'el- 
ers  feel  perfectly  at  home 
;it  I'he  We.stin  Akasaka 
Prince  Hotel  in  Tokyo. 

c;()me  to  where  East 
meets  Westin.  Ccjme  to  The 
Westin  Akasaka  Prince.  For 
guaranteed  reservations, 
call  your  travel  agent,  com- 
panv  travel  department  or 
800-228-3000.  The  people 
ani.1  places  of  Westin.  Car- 
ing. Comfortable.  Civilized. 


Westin 


Akasaka  prkVce  HOTEi. 

TOKYO 


Source:  Don  Bowdren  Associates,  1985 


banks  and  savings  and  loans.  The 
group  also  offers  a  variety  of  asset  and 
interest  rate  risk  management  scr 
vices  and  has  opened  a  New  York 
office  to  expand  its  current  7S-man 
Memphis-based  sales  force. 

Last  year  the  IBG's  operating  profit 
grew  32%,  to  $13.1  million,  and  exec 
utives  expect  profits  to  grow  15%  to 
30%  a  year  for  the  next  three  to  five 
years.  In  contrast,  UP's  basic  banking 
operation  still  hasn't  been  restored  to 
respectable  profitability.  "A  lot  of 
people  arc  looking  at  us  like  we  have 
turned  around.  But  our  commercial 
bank  is  really  just  on  the  threshold," 
says  Benjamin  W.  Rawlins  Jr.,  chief 
executive  of  both  the  bank  and  the 
holding  company,  and  principal  archi- 
tect of  UP's  recovery. 

During  1985  UP  had  an  average  of 
$825  million  of  loans— )ust  38%  of 
assets — outstanding,  compared  with 


Union  Planters'  banking 
operation  still  hasn't 
been  restored  to 
respectable  profitability. 
"A  lot  of  people  are  looking 
at  us  like  we  have 
turned  around.  But  our 
commercial  bank  is  really 
just  on  the  threshold,"  says 
Benjamin  W.  Rawlins  Jr. 


loans-to-assets  ratios  of  48%  to  65% 
for  the  five  other  largest  Tennessee 
banks.  Its  net  interest  margins — the 
spread  between  what  it  pays  for  mon- 
ey and  what  it  earns  on  loans — were 
about  100  basis  points  below  its  com- 
petitors'. Return  on  assets,  when  the 
IBG's  profits  are  excluded,  was  an  em- 
barrassing 0.35%,  and  that  includes 
profit-boosting  tax-loss  carryfor- 
wards. By  comparison,  leading  South- 
east banks  averaged  a  1 .02%  return  on 
their  assets  in  1985. 

If  It  can  bring  its  lending  operations 
up  to  par.  Union  Planters  clearly  has 
lots  of  potential.  The  market  seems  to 
agree.  From  a  low  of  14 'A  in  1984,  the 
stock  surged  to  38  '/4  this  year  and  has 
settled  back  to  around  35,  a  P/E  of 
about  10.  Chief  Financial  Officer  Da- 
vid L.  Wark  figures  the  bank  can  add 
more  than  $20  million  in  operating 
profits  just  by  boosting  the  perfor- 
mance of  its  loan  and  securities  port- 
folios to  average  levels. 

The  challenge  the  bank  now  faces  is 
this;  It  must  expand  lending  substan- 
tially without  ending  up  with  a  lot  of 
bad  paper  on  its  books — always  a  dan- 
ger when  the  pressure  is  on  to  lend. 
Maybe  third  time  around  this  bank 
has  learned.  ■ 
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dollar  family  of  companies  with  services  in  truck 
leasing  and  rental,  maintenance,  personnel 
leasing,  contract  carriage,  common  carriage, 
distribution  center  services,  bulk  transport,  and 
logistics  consulting. 

Put  Leaseway^  innovation  to  work  for  you. 


I 


hese  rolling  warehouses  are  not  a  new  idea, 
•or  years,  they've  been  known  as  trucks. 

But  link  them  together  in  a  Just-In-Time 
telivery  system,  and  suddenly  new  productivity 
5  possible. 

The  key  is  to  replace  your  inventory  with 
inovation.  The  kind  Leaseway  Transportation 
ompanies  have  developed  in  over  35  years  of 
experience  with  Just-In-Time  delivery. 

A  Leaseway®  Just-In-Time  program 
irovides  a  lot  more  than  trucks.  Among  the 
Dols  we  employ  are  state-of-the-art  materials 
'acking  technology.  Electronic  Data  Inter- 
hange  and  computerized  decision  support 
lodels.  If  you  are  thinking  Just-In-Time,  now  is 
ie  time  to  call.  1-800-428-0042.  In  Ohio, 
-800-428-0028.  Or  mail  the  coupon  today 

Leaseway  Transportation.  A  1.4-billion- 

ie  Leaseway  group  of  companies  includes  Anchor  Motor  Freight,  Inc  •  Fleet  Transport  Company,  Inc  •  Midwestern  Distribution,  Inc  •  Refiners  Transport 
Terminal  Corporation  •  Signal  Delivery  Service,  Inc. 


Leaseway  Transportation  Inquiry  Center  PO  Box  6212. 
Cleveland,  OH  44101 

Attention  Mr  C  Mark  Jones,  Vice  President,  Marketing  and  Sales 
Send  me  more  information  on  Leaseway  s  innovative  services 

Name   Title   

Phone  Number   

Company  

Address   


I 


City   

FBS9886 


.  State 


.Zip 


Leaseway 

^Xr  Transportation. 
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rhe  day  the  fish  sang  "Annie  Laurie? 


The  20th  century  was  still  young, 
but  the  scientists  and  engineers  of 
what  is  now  Raytheon's  Submarine 
Signal  Division  were  already  dis- 
covering the  fundamentals  of 
underwater  sound  technology. 

Question:  How  could  the 
human  voice  travel  through  water? 
The  long  search  for  an  answer  was 
once  enlivened  when  an  engineer 
added  100  goldfish  to  a  transmitter- 
equipped  tank.  When  he  sang  into 
the  apparatus,  the  fish  themselves 
seemed  to  croon  "Annie  Laurier 

No  one  laughed  harder  than 
Professor  Reginald  Fessenden,  the 
groups  guiding  genius.  Yet  no  one 
would  do  more  to  establish  the  basic 
principles  of  sonar  and  how  they 
could  be  applied  to  measure  depth 
and  locate  underwater  objects. 

In  the  years  since,  we  have 
built  on  this  base  and  vastly 
expanded  our  knowledge  of  under- 


water acoustics.  Today  you'll  find 
Raytheon  depth  sounders  on  plea- 
sure boats  and  our  sophisticated 
sonar  systems  on  naval  vessels.  We 
have,  in  fact,  supplied  more  sonar 
systems  for  U.S.  Navy  submarines 
than  any  other  manufacturer. 

The  story  of  the  singing  fish  is 
more  than  amusing.  It  illustrates 
why  we  say:  At  Raytheon,  quality 
starts  with  fundamentals. 

Raytheon  Company,  141  Spring 
Street.  Lexington,  MA  02173. 


Raytheon 


Where  quality  starts  with  futidamentals 


The  old  Anaconda  copper  company  is  no 
more,  but  out  of  its  ruins  is  emerging  a 
new  and  leaner  operation. 

New  hope  for 
the  dead 


By  James  Cook 


ALMOST  THREE  YEARS  AFTER  the 
last  of  its  venerable  copper  op- 
\  erations  shut  down,  Butte, 
Mont,  is  back  in  the  mining  business. 
The  trucks  are  rolling  out  of  the  pit, 
the  concentrator  is  working  again. 
Missoula's  Washington  Corp.,  which 
acquired  the  old  Anaconda  copper 
properties  from  Atlantic  Richfield 
last  December,  expects  to  make  mon- 
ey where  Anaconda  didn't.  If  it  does 


so,  the  Washington  Corp.  subsidiary, 
Montana  Resources  Inc.  (MRI),  that 
operates  the  mme  will  join  Phelps 
Dodge  as  one  of  the  few  producers  in 
the  U.S.  capable  of  making  money  in 
copper. 

Washington  Corp.  is  owned  by 
Dennis  Washington,  a  heavy-equip- 
ment operator  who  in  25  years  par- 
layed a  $31,000  loan  on  some  earth- 
moving  equipment  into  a  $100-mil- 
lion-a-year  construction  firm,  the 
largest  in  Montana. 


But  copper  mining?  Ray  Tilman, 
manager  of  human  resources  at  MRI, 
explains  how  it  happened.  Washing- 
ton, he  says,  came  in  to  bid  on  dis- 
mantling Anaconda's  copper  concen- 
trator. Instead,  after  talking  with 
some  Anaconda  executives,  Tilman 
and  General  Manager  Frank  Gardner 
among  them,  he  was  persuaded  that 
the  old  Continental  Pit  adjacent  to 
the  big  Berkeley  pit  could  be  operated 
again  at  a  profit. 

How?  Partly  because  a  new  compa- 
ny wouldn't  carry  the  high  employ- 
ment costs  or  corporate  overhead 
Arco-Anaconda  ownership  imposed. 
With  oil  prices  down,  it  could  buy 
diesel  oil  for  less  than  half  what  it 
cost  Anaconda  three  years  before. 
And  though  the  Continental  ore  body 
was  only  0.3%  copper,  there  was 
0.05%  molybdenum  as  well,  and  the 
stripping  costs  were  unusually  low. 
You  had  to  remove  less  than  half  a  ton 
of  waste  material  to  get  a  ton  of  ore, 
vs.  3  tons  in  the  old  Berkeley  pit. 

The  project's  economics  were  based 
on  copper's  selling  at  65  cents  a 
pound.  By  the  time  the  mine  opened, 
on  July  16,  the  price  had  dropped  to 
around  60  cents.  But  molybdenum 
had  gone  from  $2  to  $3. 1 5  a  pound.  So 
the  economics,  though  volatile, 
looked  better  than  ever. 


Montcma  Resoutcei  e^^^a^nves  l^rank  Gardner  (lah)  and  Rav  Tilman 


Is  everybody  happy' 


ZtU  at  least,  maybe,  there's  a  future. 
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LAST  YEAR  VARIG 
FLEW  1497  MILUON 
PASSENGERS  TD 
BRAZIL 


ONE  AT 

ATIME 


Have  you  ever  fantasized  about  traveling 
on  business  in  your  own  private  jet? 

Well,  flying  VARIG  to  Brazil  from  our 
New  York,  Miami  or  Los  Angeles  gate- 
ways is  as  close  as  you  can  get. 

Every  passenger  on  every  flight  is  our 
very  special  guest.  When  you  step  on 
board,  you're  immediately  aware  of  the 
"private  club"  atmosphere.  From  the 
comfort  of  wider,  deeper  specially 
designed  seats,  hot  towels,  your  own 
amenity  kit  in  First  and  Executive  Class 
in  which  nothing  has  been  forgotten, 
your  choice  of  audio  programs,  films 
and  reading  material,  to  your  cabin  crew 
with  their  unique  Brazilian  style  hospi- 
tality and  VARIG's  world  famous  haute 
cuisine.  The  burden  of  another  business 
trip  becomes  a  pleasurable  experience. 

Reserve  a  seat  on  VARIG  today  by 
calling  your  travel  agent,  corporate 
travel  planner  or  nearest  VARIG  office. 
And  feel  the  difference. 

VARIG  flies  from  the  U.S.  to  Brazil  22 
times  per  week,  plus  3  weekly  non-stop 
747  flights  from  Los  Angeles  to  Tokyo. 


The  World  Class  Airline  of  Brazil. 
Since  1927. 


If  you  travel  a  lot  you  can  benefit  from 
the  AT&T  Card. 

The  AT&T  Card  will  free  you  from  coins 
and  delays,  give  you  an  itemized  record  and 
AT&T's  lowest  rates  for  state-to-state  call- 
ing, next  to  direct  dialing.  And  it  costs  less 
than  calling  collect,  or  making  coin  calls 
out-of-state. 

So,  if  you  travel  frequently,  get  the  AT&T 
Card.  It's  as  simple  as  dialing 

1  800  CALL  ATT,  Ext.  229. 


AT&T 


The  right  choice. 
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Butlc.  Moiilanci.  u  ilh  i/n-  (A>iilincnUil  I'li 
In  the  end,  labor  relations  will  be  tl 


All  told,  Gardner  expects  to  pro- 
duce 75  million  pounds  of  copper  a 
year,  10  million  pounds  of  molybde- 
num and  31,000  pounds  of  silver.  At 
current  prices  total  annual  revenues 
could  reach  $80  million.  And  profits? 
Well,  there  should  be  some,  even  at 
today's  depressed  metals  prices.  "Our 
aim,"  Frank  Gardner  says,  "is  to  be 
sure  our  costs  are  below  the  industry 
median,  and  we're  below  that  now." 

But  it  wasn't  only  Dennis  Washing- 
ton who  needed  persuading  before  the 
project  could  go  ahead.  There  was  the 
Environmental  Protection  Agency, 
which  had  to  be  dissuaded  from  nam- 
ing the  district  as  a  Superfund  cleanup 
site,  thereby  preventing  anyone  from 
ever  mining  it  again. 

Once  the  EPA  backed  down,  the 
municipality  of  Butte  Silver  Bow,  de- 
spite its  tax  revenue  needs,  agreed  to 
reduce  its  property  taxes  from  $5.2 
million  to  $1  million  a  year  under  a 
new,  three-year  business  tax  incen- 
tive plan.  Montana  Power,  under  a 
new  industrial  enterprise  rate,  offered 
power  at  roughly  15%  less  than  its 
standard  2.6-cents-per-kwh  industrial 
rate.  The  Montana  State  Board  of  In- 
vestments, a  bank  in  Butte,  a  bank  in 
Missoula  and  another  in  the  Midwest 
together  came  up  with  the  S12  mil- 
lion that  Montana  Resources  needed 
to  get  the  mine  running. 

That  was  the  production  part  of  the 
equation.  The  marketing  part  was 
solved  by  a  half-dozen  8-month-to-30- 
month  contracts  Gardner  succeeded 
in  working  out  with  the  various  Far 
Eastern  smelters — most  important, 
Nippon  Mining.  These  smelters 
would  take  all  of  Montana  Resources' 
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Bill  Ballenberg 


Corititiental  Dii  ide  behind  it 
to  success  or failure. 

initial  40,000-tons-a-day  ore  output. 
Why  a  Japanese  customer?  It  costs  no 
more  to  ship  copper  concentrate  to 
Japan  than  to  U.S.  smelters  in  the 
Southwest,  and  the  Japanese  smelters 
gain  the  edge  because  they've  spent 
money  to  keep  down  their  costs. 

In  the  end,  labor  relations  will  be 
the  key  to  success  or  failure  of  the 
reopened  mine.  In  the  old  days  Ana- 
conda used  to  have  to  deal  with  no 
fewer  than  13  unions  m  the  industry's 
traditional  adversarial  labor-manage- 
ment posture.  Anaconda  paid  the 
price  for  it.  "Of  the  problems,"  says 
Tilman,  "98%  didn't  involve  pay  but 
union  jurisdiction.  Flexibility  was  the 
problem.  It  always  took  six  to  eight 
people  to  do  what  one  should  be 
doing."  But  no  more.  The  new  mine 
has  gone  into  operation  "union-free," 
as  Tilman  puts  it.  Says  he:  "We  think 
it's  more  efficient  to  operate  union- 
free.  But  what  matters  is  having  a 
good  relationship  between  manage- 
ment and  employees." 

MRI  is  not  paying  what  Anaconda 
used  to — an  average  of  $13  an  hour, 
vs.  $22  an  hour — but  who  in  the  cop- 
per business  is?  Tilman  claims  that 
MRI  has  the  same  pay  scale  the  Unit- 
ed Steel  Workers  recently  negotiated 
with  Kennecott  in  Utah.  In  addition, 
about  10%  of  any  profits  will  be  put  in 
an  employee  profit-sharing  plan. 

Is  everybody  happy?  No.  Not  the 
unemployed  union  men  in  the  pickup 
truck  that  parks  every  morning  out- 
side the  gate  at  MRI's  headquarters  on 
Butte's  Continental  Drive.  MRI,  the 
placards  proclaim,  is  unfair.  Maybe, 
but  it  has  a  future,  which  the  old 
operation  didn't.  ■ 


BECAUSE: 


The  AT&T  Card  is  your  key  to  the  depend- 
able AT&T  Long  Distance  Network.  As 
you  travel  around  the  country,  it'll  help  you 
keep  in  touch  with  everyone  who  really 
matters — from  your  boss  to  your  best 
friend.  And  because  every  call  you  make  is 
important,  it's  reassuring  to  know  the 
AT&T  Long  Distance  Network  is  carrying 
your  message. 

To  put  the  key  to  the  high  quality 
AT&T  Long  Distance  Network  in  your 
pocket,  order  your  AT&T  Card  today. 
Simply  call 

1  800  CALL  ATT,  Ext.  229 


AT&T 

The  right  choice. 
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hange  is  frightening.  It  can  paralyze  powerful  executives. 

It  can  cause  entire  organizations  to  drag  their  corporate  feet. 

It's  the  stuff  sleepless  nights  are  made  of. 

Not  long  ago,  International  Harvester  was  in  the  shadow  of  an 
/en  more  frightening  prospect. 

The  reaper  was  already  at  our  doorstep.  We  had  to  change, 
r  else. 

We  had  to  streamline  operations.  Greatly  improve  productivity, 
nd  find  new  ways  to  compete. 

The  fact  that  you  Ve  reading  this  today  is  testimony  to  how  well 
jr  people  rally  to  change. 

We  consolidated  facilities.  Eliminated  five  levels  of  bureaucracy, 
oubled  manufacturing  productivity.  Cut  inventory  by  two-thirds, 
nd  orchestrated  the  largest  private  debt  restructuring  in  history. 
An  old  company  set  in  its  ways,  changed.  And  was  reborn  as 
avistar  International  Corporation. 
In  doing  so,  we  learned  a  lesson. 

Change  is  not  a  nemesis.  It  is  vital  to  our  organization.  To  any 
'ganization. 

Properly  managed,  change  is  progress.  It's  the  road  to  improved 
jality,  and  to  new  products  that  will  help  our  customers  meet 
eir  changing  needs. 

It's  a  competitive  edge.  Change  helps  us  ftirther  strengthen  our 
jmberone  position. 

Yet  we  know  we  must  never  change  merely  for  the  sake  of 
lange.  Change  is  not  a  goal.  It's  the  means  to  a  goal. 
Today,  we're  still  changing. 

We're  growing.  Improving.  And  finding  better  ways  to  serve  our 
istomers. 

Change,  however,  still  keeps  us  awake  at  night. 

But  these  days  it's  because  we're  dreaming  of  new  ways  to 

compnshi.  ^^yj^^ 

The  rebirth  of  International  Harvester. 


Up  from  rock  bottom 


Alain  Street  in  Butte 

"We  will  never  be  a  one-company  town  again 


What  happens  when  the 
force  that  made  a  town  a 
town  suddenly  goes  away?  It 
is  a  question  towns  and  cities 
all  over  industrial  America 
are  asking  these  days.  But 
few  have  taken  harder  blows 
than  Butte,  Mont. 

Nearly  a  hundred  years  ago 
Marcus  Daly,  the  first  of  the 
copper  kings,  began  mining 
copper  on  the  side  of  Butte 
Hill  in  Butte.  On  what  min- 
ing men  called  the  richest 
hill  on  earth  was  built  a 
mighty  company.  Anaconda 
Copper.  A  half-century  ago  it 
was  the  one  of  the  largest 
mines  in  the  U.S.,  employing 
more  than  10,000  workers. 

And  then,  one  Thursday  in 
June  1983,  the  mining  sud- 
denly stopped.  The  sound  of 
blasting  echoed  for  the  last 
time  in  Butte's  remaining 
open  pit  mine,  the  ore  trucks 
stopped  rolling  along  the  ter- 
races to  the  concentrator,  the 
miners  no  longer  streamed 
into  the  bars  along  Main 
Street  after  work. 

The  Anaconda  closing  cost   

600  jobs,  and  then  Safeway  Stores  closed  its  Butte 
distribution  center  at  the  cost  of  300  more  jobs.  The 
damage  spread.  In  less  than  a  year  Butte  lost  over  2,000 
jobs,  more  than  10%  of  its  already  dwindled  work  force. 

Three  years  earlier  Anaconda  had  shut  down  the 
smelter  at  the  nearby  town  of  Anaconda  and  laid  off 
1,100  employees. 

Anaconda  Mining  had  accounted  for  25%  of  the  com- 
munity's tax  base,  so  public  services  inevitably  suf- 
fered. In  a  single  year  retail  sales  dropped  from  $275 
million  to  $190  million,  gas  consumption  fell  19%  in 
three  years,  power  consumption  more  than  26%,  and 
unemployment  shot  up  from  8.3%  in  1981  to  17.5%  by 
mid- 1983. 

With  their  limited  skills,  Butte's  mineworkers  were 
crushed.  What  jobs  there  were  tended  to  be  minimum- 
wage  jobs  in  the  fast-food  or  motel  industry,  and  many 
miners  would  sooner  starve  than  sling  hamburgers  at 
$3.35  an  hour.  Some  left  their  families  to  look  for  work 
elsewhere.  Others  stayed  home  with  the  kids  while 
their  wives  went  to  work. 

End  of  the  line;  Not  quite.  LaDene  Bowen,  director  of 
the  400-mcmber  Butte  Silver  Bow  Chamber  of  Com- 
merce, argues  that  the  mine  closing  was  the  best  thing 
that  ever  happened  to  the  area.  For  the  first  time,  she 
argues,  Butte  could  no  longer  avoid  finding  ways  to 
diversify  its  economy 

It  had  already  esublished  on  the  flat  at  the  south  end 
of  town  a  78-acre  industrial  park,  which  includes  the 
Port  of  Montana,  affording  a  customs  point  of  t  ntry  and 
bonded  warehou^i     i-o  short-circuit  the  cargo  conges- 


tion in  Seattle. 

County  Executive  Don 
Peoples  and  the  Chamber  of 
Commerce  set  up  the  Butte 
Economic  Futures  Progam  to 
look  for  ways  of  diversifying 
the  local  economy — toward 
high-tech,  services,  tourism. 

And,  in  fact,  Butte  had 
considerable  tourist  poten- 
tial, too.  Enough  remained 
from  its  great  days  as  a  min- 
ing camp  to  stir  the  imagina- 
tion powerfully — million- 
aires' houses,  the  headframes 
on  the  hilltops,  even  the 
World  Museum  of  Mining  on 
the  edge  of  town.  Thus  Butte 
has  been  restoring  some  of 
its  historic  business  district 
and  gone  out  beating  the 
bushes  for  convention  busi- 
ness. The  three-day  Montana 
High  School  Association 
Tournament,  a  sports  com- 
petition, to  cite  one  example, 
brings  in  $900,000  every 
year.  Butte  is  even  trying  to 
promote  itself  as  a  film  loca- 
tion, and  made  an  auspicious 
start  with  Rnmnvay  Train, 
which  was  filmed  just  out- 
side town  on  the  Butte,  Anaconda  &  Pacific  Railroad. 

Local  merchants  hung  on  despite  declining  sales,  and 
as  organized  labor's  fervor  faded,  such  fast-food  outfits 
as  Arby's  and  McDonald's,  which  had  always  avoided 
Butte,  opened  up  shop.  So  did  Scoular  Grain,  with  a 
grain  terminal  on  the  edge  of  town.  Montana  Power, 
now  the  town's  largest  employer,  began  increasing  em- 
ployment at  the  Butte  headquarters  of  its  Western  Ener- 
gy coal  mining  affiliate.  With  Butte's  Montana  Tech  as 
a  focus,  a  half-dozen  or  so  smallish  high-tech  firms,  in 
areas  like  magnetohydrodynamics,  fiber  optics  and  su- 
perinsulation,  moved  into  town.  With  state  funds  the 
town  set  up  what  it  calls  a  small-business  incubator  in 
an  abandoned  high  school,  providing  marketing  assis- 
tance and  shared  services  in  low-cost  space  to  startup 
companies. 

Butte's  St.  James  Hospital  began  expanding  as  a  re- 
gional medical  center,  enlarging  its  cancer  center,  add- 
ing a  new  outpatient  center,  and  a  $5  million  children's 
psychiatric  center  being  built  by  Rivendell  of  America. 
The  U.S.  High  Altitude  Speed  Skating  Foundation  just 
broke  ground  on  a  $10  million  Olympic  Sports  complex 
that  will  eventually  employ  over  100. 

Construction  began  to  boom,  rising  from  $7.54  mil- 
lion in  1982  to  over  $11  million  last  year,  the  highest 
level  in  12  years,  and  Butte's  unemployment  rate  is 
down  to  a  more  manageable  8.5%. 

Knocked  down  but  not  knocked  out,  Butte  has  reason 
for  optimism.  "We  will  never  be  a  one-company  town 
again,"  Bowan  says.  And  she  smiles:  "They  don't  call  us 
the  City  of  Champions  for  nothing." — J.C. 


Expanding 
your  computer 
system 

shouldn't  be 

harder^ 
than  expanding 

your 

business 


If  you  think  bringing  in  new 
business  is  difficult,  try  bring- 
ing in  a  larger  computer  system 
to  handle  that  business. 

Unless  your  computer 
company  designs  systems  with 
growth  in  mind,  you'll  have  to 
reprogram  all  the  data  from  your 
old  system  to  run  on  your  new 
system.  An  undertaking  that 
could  drag  on  for  more  than  a 
year  and  cost  hundreds  of  thou- 
sands of  dollars. 

For  Burroughs  users,  how- 
ever, this  problem  simply  does 
not  exist.  Thanks  to  our  cost- 

  efficient  A  Series— a  wide 

^#  range  of  mainframes  designed 

^  ^  -      ^  not  only  to  cost  less  to 

run  and  require  fewer  support 
people,  but  also  to  allow  our 
users  to  increase  programming 
power  up  to  70  times  without 
expensive  reprogramming. 

And  Burroughs  software 
grows  as  easily  as  our  systems. 
All  our  key  line  of  business 
software  packages  (for  finance, 
manufacturing,  health 
care  and  distribution)  are  mod- 
ular. So  you  can  start  with  a 
few  functions  and  just  add  more 
as  you  need  them. 

Which  means  that  with 
Burroughs,  you'll  be  able  to  put 
a  lot  of  energy  into  expanding 
your  business.  And  almost 
none  into  expanding  your  com- 
puter system. 

Burroughs 


"Management's  job  is  to  see  the  company  not  as  it  is. . . 

but  as  it  can  become."  —  John  W.  leets,  chairman 


One  of  the  major  strengths  at 
Greyhound  is  our  ability  to  view  the 
c  jn^pany  objectively 

Only  in  this  way  can  we  renew 
our  company  making  certain  that  the 
Greyhound  of  tomorrow  is  not  just  differ- 
ent, but  better  ihan  the  Greyhound 
of  today. 


The  combination  of  divesting  mai 
ginal  businesses  (we've  sold  14  of  the 
in  the  last  three  years  alone) ...  the 
acquiring  of  new  companies  that  mee 
our  15%  ROE  goal . . .  and  the  restruc- 
turing of  our  mature  businesses  ...  is 
a  winning  formula  for  revitalization. 


To  learn  more  about  where  the 
jreyhound  dog  is  running  these  days, 
/rite  us  for  an  annual  report.  The  new 
greyhound  . . .  it's  getting  sleeker, 
harper  more  defined  in  muscle  and 
inew.  And  has  been  tempered  by  fire. 


The  Greyhound  Corporation 

Greyhound  Tower,  Phoenix,  Arizona  85077 

A  $3-billion,  multi-industry  company  offering: 

•  Consumer  Products 

•  Financial  Services 

•  Services  -^-^---^^   

•  Transportation  &  Manufacturing 


On  the  Docket 


Some  businesses  think  they  have  a  new  way 
to  go  after  people  who  counterfeit  goods. 

Be  your  own 
prosecuting 
attorney 


By  Jill  Andresky 


Iouis  VuiTTON,  the  French  manu- 
-facturer  of  expensive  leather 
■  goods,  has  battled  counterfeit- 
ers for  nearly  a  decade.  With  the  high 
markups  on  its  products  and  the  rela- 
tive ease  of  copying  them,  Vuitton  is 
an  easy  mark.  But  finally,  after  years 
of  relying  on  an  overworked  Justice 
Department,  Vuitton  has  found  a  bet- 
ter way.  In  over  50  cases  so  far,  Vuit- 
ton has  convinced  federal  judges  in 
New  York  City's  Second  Circuit  to 
appoint  its  corporate  counsel  as  a  spe- 
cial prosecutor,  empowered  to  launch 
criminal  contempt  proceedings 
against  offenders  who  violate  court 
injunctions  against  counterfeiting. 
Over  half  the  violators  wound  up 
fined  and  ten  were  imprisoned. 

With  counterfeiting  a  $5.5  billion- 
a-year  problem  and  growing,  a  host  of 
other  manufacturers,  including  Gucci 
and  Ralph  Lauren's  Polo,  have  fol- 
lowed suit.  "Justice  is  too  busy  prose- 
cuting dope  dealers  and  the  Mafia  to 
be  able  to  make  'knockoffs'  a  priori- 
ty," says  Julian  Greenspun,  a  former 
deputy  chief  of  the  Justice  Depart- 
ment and  now  a  partner  in  the  law 
firm  Parker  Chapin  Flattau  &.  Klimpl. 

But  while  the  special  prosecutor 
strategy  has  gained  popularity,  it 
leaves  many  legal  experts  profoundly 
uneasy.  While  the  Second  Circuit  has 
approved  its  use  against  counterfeit- 
's the  Sixth  Circuit  in  Cincinnati 
xcrc.ads  it  in  a  1985  case  involving 
fak-^  Polo  shirts.  The  Sixth  Circuit 
insisted  that  crixriinal  cases  "be  prose- 
cuted by  dibinteresteJ,  publicly  em- 
ployed attorneys."  The  issue  has 
worked  its  way  up  to  the  SupiCiiie 
Court,  which  has  agreed  to  hear  one  of 


the  Vuitton  cases,  U.S.  v.  Barry  Dean 
Klayminc  et  al. 

The  Supreme  Court  is  expected  to 
focus  on  the  issue  of  conflict  of  inter- 
est. "It  certainly  seems  that  a  lawyer 
in  one  of  these  cases  would  be  biased 
toward  the  client  paying  him,  and, 
therefore,  be  somewhat  less  indepen- 
dent than  a  U.S.  federal  prosecutor," 
says  Russell  Brooks,  a  partner  at  Mil- 
bank,  Tweed,  Hadley  &  McCloy  and  a 
specialist  in  corporate  litigation. 

Not  so,  says  J.  Joseph  Bainton,  a 
senior  partner  at  Reboul,  MacMurray, 
Hewitt,  Maynard  &.  Kristol.  Bainton, 
who  acted  as  special  prosecutor  in  the 
Vuitton  cases,  argues  that  he  can  keep 
himself  independent  from  those  who 
pay  his  fees.  Says  he:  "Your  client  is 
the  U.S.  government.  It's  in  the  gov- 
ernment's interest  that  an  injunction 
that  was  granted  earlier  against  a 
counterfeiter  be  enforced."  As  prose- 
cutor, says  Bainton,  a  lawyer's  main 
task  is  to  subpoena  documents  and 
testimony.  "If  I  act  in  bad  faith,  I  can 
be  sued,"  he  emphasizes,  since  he 
lacks  the  sovereign  immunity  offered 
to  public  prosecutors.  In  any  case,  a 
judge  is  there  to  review  his  actions. 

But  Brooks  of  Milbank,  Tweed  ques- 
tions the  safeguards.  "In  the  Klayminc 
case,  the  private  prosecutor  was  very 
careful  to  keep  involving  the  judge  and 
public  prosecutor  in  what  he  was  doing. 
If  this  practice  becomes  more  wide- 
spread, I  don't  know  if  you  can  count  on 
all  attorneys  to  be  so  careful." 

If  the  Supreme  Court  concludes  that 
this  is  just  another  case  of  letting  the 
fox  guard  the  chickens,  stand  back; 
those  chickens  will  once  again  be  hav- 
ing a  fine  old  time  pecking  away  at 
Vuitton,  Gucci,  Ralph  Lauren — and 
maybe  at  your  business  as  well.  ■ 
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AMARILLO,  TX,  Sheraton  Amarillo 

Hotel  &  Towers 
BOCA  RATON,  FL,  Sheraton  of  Boca  Raton 

Hotel  &  Towers 
BOSTON,  MA,  Sheraton  Boston  Hotel  &  Towers 
DALLAS,  TX,  Sheraton  Dallas  Hotel  &  Towers 
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Hotel  &  Towers 
OKLAHOMA  CITY  OK,  Sheraton  Century 

Center  Hotel  &  Towers 
SALT  LAKE  CITY  UT,  Sheraton  Triad 

Hotel  &  Towers 
SEATTLE,  WA,  Seattle  Sheraton  Hotel  &  Towers 
SHREVEPORT  LA,  Sheraton  at  Pierremont  Plaza 
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STAMFORD,  CT,  Sheraton  Stamford 
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BRISBANE,  AUSTRALIA,  Sheraton  Brisbane 

Hotel  &  Towers 
BRUSSELS,  BELGIUM,  Brussels  Sheraton 

Hotel  &  Towers 
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Sheraton  Hotel  &  Towers 
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El  Geziroh  Sheraton 
Hotel  &  Towers 
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LIMA,  PERU,  Lima  Sheraton  Hotel  &  Towers 
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Hotel  &  Towers 
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Hotel  &  Towers 
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Oslo  Fjord  8c  Towers 
SINGAPORE,  [^PUBLIC  OF  SINGAPORE, 

Sheraton  Towers  Singapore 
STOCKHOLM.  SWEDEN.  Sheraton  Stockholm 

Hotel  8c  Towers 
TEL  AVIV.  ISRAEL,  Tel  Aviv  Sheraton 
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AUCKLAND,  NEW  ZEALAND,  The  Towers  at  the 

Sheraton  Auckland  Hotel 
BANGKOK,  THAILAND,  The  Towers  at  the  Royal 

Orchid  Sheraton  Hotel 
BEIJING,  CHINA,  The  Towers  at  the  Great  Wall 

Sheraton  Hotel 
GOTHENBURG,  SWEDEN,  The  Towers  at  the 

Goteborg  Sheraton  Hotel 
PERTH,  AUSTRALIA,  The  Towers  at  the  Sheraton 

Perth  Hotel 

RANCHO  CORDOVA,  CA,  The  Towers  at  the 
Sheraton  Sunrise  Hotel 
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LUXURY  RISES  TO  NEW  HEIGHTS  AT  SHERATON  TOWERS. 


Sheraton  Towers.  It's  a  hotel- within-o- 
hotel  that  combines  the  outstand- 
ing services  and  facilities  that 
Sheraton  is  world-famous  for  with  the 
ultimate  in  elegance  and  intimacy. 

a  Exclusive  registration 
□  Private  lounge  □  Towers  concierge 
□  Special  personal  care  amenities 
□  Complimentary  continental 
breakfast  and  hors  d'oeuvres 
□  Nightly  turn-down  service 
□  Terry  robe  □  Daily  newspaper 
And  our  gracious  staff  is  always  there 
to  attend  to  special  requests. 
Sheraton  Towers.  It's  the  height 
of  luxury  And  it's  one  more  way 
we're  building  the  new  Sheraton 
around  you. 


SHERATON 


INTERNATIONAL- 

C.  U.  liOORI 

CAISBHSb 


JOIN  SHERATON 
CLUB  INTERNATIONAL^" 

The  world's  most  rewarding  guest 
recognition  and  award  program. 
Coll  800-228-5002. 


Sheraton  Club  Intetnational"  is  a  registered  service 
mark  of  The  Sherorton  Cofporation 

©  1986  The  Sheraton  Corporation 


The  hospitality  people  of  HT 

800-325-3535 

Or  coli  your  Travel  Agent. 


Hitachi's  wide-ranging  technologies  in  communication  [from  left  to  right]: 
optical  fibers,  image  signal  processor,  advanced  telephone  exchange  system, 
satellite  communication,  and  machine  translation  system. 


EOMMUNnmON 

ommunication  is  not  simply  sending 
nnessage. .  .it  is  creating  true  understanding— 
/viftly,  clearly  and  precisely. 


mow  he's  trying  to  tell  me  something; 
t  what  does  he  really  mean?"  In  our  world 
proliferating  technologies  and  new  termi- 
logy,  this  i<ind  of  question  is  asked  a  lot. 
re  is  what  we  are  doing  about  it. 

tachi's  scientists  and  technicians'  long- 
m  goal  is  to  break  the  language  barrier, 
ey  are  diligently  at  work  today  on  an  array 
projects  that  will  vastly  improve  the  com- 
jnications  of  tomorrow. 

For  example,  we've  made  tremendous 
)gress  on  a  system  to  translate  Japanese 
D  English, 

This  system  can  be  used  to  translate 
ious  scientific/technical  papers  and 
ichinery/equipment  manuals.  Special 
ossahes"  can  be  developed  to  adapt  it  for 
ds  as  diverse  as  medicine,  electronics 
d  aeronautics.  Further  development  could 
d  to  automatic  telephone  translation  or 
)n  portable  verbal  translators  for  travelers. 

In  addition  to  the  machine  transla- 
T  system,  Hitachi's  research  specialists 
!  also  developing  advanced  transmission 


systems  that  send  your  phone  calls  or 
business  data  across  great  distances  using 
hair-thin  optical  fibers  and  laser  beams. 
They  are  also  working  on  other  new  methods 
of  communications,  such  as  advanced 
telephone  exchange  systems,  satellite  com- 
munication systems,  TV  conferences, 
and  so  forth. 

At  the  root  of  much  of  this  is  our  highly 
advanced  computer  technology:  because 
Hitachi  is  producing  some  of  the  fastest, 
largest-capacity  systems  available  today. 

We  Wnk  technology  to  human  needs.  We 
believe  that  Hitachi's  advanced  technologies 
will  result  in  systems  and  products  that  are 
functionally  sophisticated  but  easy  to  use. 
Our  goal  in  communications— and  trans- 
portation, energy  and  consumer  electronics 
as  well  — is  to  build  products  and  systems 
that  will  improve  the  quality  of  life  the 
world  around. 


0  HITACHI 


Edited  by  Jeffrey  A.  Trachtenberg 


It  takes  more  than  an  improved  editorial 
product  to  turn  a  magazine  around.  Just 
ask  Jann  Wenner. 


Tough  slogging 


By  David  Henry 


A LITTLE  MORE  THAN  A  YEAR  agO 
an  exuberant  Jann  Wenner, 
i  founder  of  Rolling  Stone,  sat  for 
a  photograph  with  his  two  Siberian 
huskies  for  his  inaugural  issue  of  Us 
magazine,  which  he  had  acquired 
with  partner  Lorimar-Telepictures. 

To  the  skeptics,  the  picture  was  apt: 
Some  folks  thought  Wenner  had  ac- 
quired a  dog.  The  Neiv  York  Times 
launched  Us  in  1977  to  challenge 
Time  Inc.'s  wildly  suc- 
cessful People  magazine. 
The  Times  went  through 
five  editors,  spent  close  to 
$10  million,  never  found 
the  advertisers  it  needed 
and  finally  unloaded  the 
publication  to  the  Mac- 
fadden  Co.  in  1980.  After 
five  years,  Macfaddcn 
gave  up.  In  May  1985 
Wenner  and  his  partners 
acquired  ;7.s;  putting  up  $5 
million  in  cash  and  taking 
on  $5  million  in  subscrip- 
tion liabilities. 

Wenner  sensed  oppor- 
tunity, although  advertis- 
ers were  dropping  away 
and  circulation  had 
slipped  under  the  1.1  mil- 
lion rate  base.  He  decided 
there  must  be  room  at  the 
classier  end  of  celebrity 
joumalism,  up  from  the 
National  F.nijuirer,  the  Star, 
Sim  and  Globe,  and  v/ith 
brighter     graphics  and 


more  acid  prose  than  People. 

Wenner  was  not  so  naive  as  to  ex- 
pect that  he  could  turn  around  this 
moneyloser  in  the  15  months  he  has 
run  it.  Yet,  says  he,  "It  is  a  lot  harder 
work  than  I  thought  it  was  going  to 
be."  He  discovered  that  advertisers 
actually  like  People's  gray  interior 
graphics  because  color  ads  command 
more  attention  when  they  appear  in  a 
black-and-white  environment.  Edito- 
rially, as  a  biweekly.  Us  is  frequently 
unable  to  compete  with  People  on  fast- 


lls  co-owner  Jann  Wenner 

"It's  a  lot  harder  loorfc  than  I  thought  it  was  going  to  be 


breaking  stories. 

To  build  credibility  with  advertis- 
ers, Wenner  and  his  partners  first  cut 
guaranteed  circulation  to  900,000. 
Then  they  invested  $5  million  in  tele- 
vision and  radio  advertising,  and  re- 
built circulation  to  1  million.  But  ri- 
val People  has  a  rate  base  almost  three 
times  as  large:  2.85  million  copies.  A 
single  full-color  page  in  People  costs 
advertisers  $61,345,  triple  the  Us  rate. 
The  problem  for  Us,  however,  is  that 
the  two  magazines'  demographics  are 
similar:  about  60%  women,  median 
age  32,  median  income  $30,000  for 
People  and  $29,000  for  Us 

But  Wenner  has  made  progress.  ^  .s 
has  been  attracting  new  advertising. 
In  July  Chevrolet  bought  a  full  fall 
advertising  schedule.  Lorimar-Tele- 
pictures already  has  begun  selling  l!s 
ad  space  in  packages  with  commercial 
slots  on  L-T  syndicated  TV  shows.  Us 
ad  pages  grew  66%,  to  192,  during  the 
first  six  months  of  1986. 

Impressive,  but  not  out  of  the 
woods.  Us  will  have  to  increase  its  ad 
pages  by  an  additional  50%  to  break 
even — unlikely  in  a  year  that  will  see 
the  magazine  industry's  total  ad  lin- 
eage decline  by  an  estimated  5%. 

More  competition  looms  if  Time 
Inc.  launches  its  new  Picture  Week. 
Picture  Week  is  edited  by  Richard  Stol- 
ley,  who  created  People  and  made  it  a 
monster  hit.  At  the  same  time,  the 
tabloids  are  getting  more  respectable. 
The  4.5-million-circulation  National 
Erujnirer,  the  second-largest  weekly  in 
the  nation,  was  down  to  a  single  UFO 
story  per  issue  at  last  glance.  The  Star, 
with  3.5  million  circula- 
tion, now  has  a  quieter 
full-color  magazine  for- 
mat and  has  stopped  run- 
ning headlines  like  "Mom 
Horrified:  Son  Can't  Stop 
Eating  Roaches." 

After  the  stunning  suc- 
cess of  Rolling  Stone,  Wen- 
ner has  tried  without 
much  luck  to  create  a  sec- 
ond publishing  triumph. 
In  1977  he  started  Outside, 
which  he  sold  in  1978  to 
Mariah  Publications  at  a 
$300,000  loss.  He  was 
brought  in  to  try  to  save 
the  revived  Look  in  1979, 
but  that  folded  after  three 
issues.  His  latest  venture. 
Record,  closed  in  1985. 

Wenner  won't  give  up 
easily  this  time.  But  a  lot 
rides  on  whether  he  can 
maintain  the  advertising 
momentum  I 's  has  shown 
in  the  difficult  environ- 
ment of  1986.  ■ 
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The  Pathfinder® 
labeler  from  Monarch 

Marking-A  Pitney 
Bowes  Company 
For  details  call 
1-800-MR.  BOWES, 
ext.  365. 


o  vou 
think  we 
could 
invent  a 
machine 
that  marks 
prices  and  takes  inventory 
at  the  same  time? 

I  don't  know.  Keep  talking. 

A  Moiiarcli  marker  with 
a  little  computer  in  it. 
At  the  end  of  the  day  they 
feed  the  info  into  their 
big  computer. 

I  Ve  spoken  to  a  lot  of  business 
people  who'd  love  something 
like  that. 

It'll  save  them  hours  and 
money  and  errors. 

You  design  it,  we'll  build  it. 

I  made  some  drawings. 
Look.  The  minicomputer 
feeds  olf  the  price  marker, 
then  plugs  into  the 
master  computer. 

We  can  do  it.  Wait  till  our  manage- 
ment hears  this.  They'll  flip  over  it. 

We'll  even  let  them 
name  it. 


^^BB^*^  ^  **>  •« 


A  climate  that  grows  ideas 

ftp  Pitney  Bowes 


Science  &  Technology 


Edited  by  Gail  Bronson 


So  the  kids  came  home  with  long  faces 
from  summer  camp  again?  Okay,  then 
next  year  send  them  to  astronaut  school 


Space  cadets 


By  Jeff  Bloch 


Space 


The  trouble  be- 
gins as  the  crew 
of  space  shuttle 
Discovery  prepares  to  return  to  Earth. 
Navigators  must  position  the  craft  at 
the  precise  angle  for  re-entry,  but 
there  is  a  problem.  "Um,  flight  direc- 


tor, we  don't  know  which  buttons  to 
push,"  reports  Commander  David 
Parks.  No  sweat  for  flight  director 
Stewart  Sentell,  who  sizes  up  the 
available  options,  then  barks  out  his 
order:  "Skip  some  stuff." 

Welcome  to  the  U.S.  Space  Camp  in 
Huntsville,  Ala.  For  one  week  chil- 
dren 11  to  16  have  a  chance  to  re- 


hearse today  for  the  experiences  they 
could  encounter  as  adult  astronauts 
tomorrow.  "I  can  learn  a  whole  se- 
mester of  science  here  in  one  day.  And 
it's  fun,"  says  Brian  Dowling,  14,  from 
Boynton  Beach,  Fla.  "I  intend  to  go  to 
MIT,  then  Air  Force  pilot  training. 
Then  I'll  wait  for  NASA." 

NASA  sorely  needs  that  kind  of  en- 
thusiasm these  days.  There  has  been 
little  good  news  out  of  the  Marshall 
Space  Flight  Center  since  the  space 
shuttle  Challenger  exploded  last  Janu- 
ary. Yet  despite  the  continuing  bad 
press  that  has  followed.  Space  Camp 
and  its  adjoining  museum  remain  an 
oasis  of  optimism.  Campers  say  they 
see  no  reason  that  disaster  should  al- 
ter their  future  flight  plans.  "There's  a 
risk  in  everything,"  says  11 -year-old 
space  cadet  Liz  Carleton,  from  Tipp 
City,  Ohio.  "So  what's  the  big  deal?" 
In  fact,  inquiries  about  camp  enroll- 
ment doubled  in  the  weeks  following 
the  accident.  And  both  active  and  re- 
tired NASA  officials  who  lecture  the 
campers  seem  to  enjoy  the  opportuni- 
ty to  address  enthusiastic  and  non- 
critical  ears. 

The  camp  is  the  brainchild  of 
Wernher  von  Braun,  the  famed  rocket 
scientist  who  worked  at  Marshall  af- 
ter leaving  Germany  at  the  end  of 
World  War  II.  In  the  1960s,  Alabama 
marketed  a  $1.9  million  bond  issue  to 
build  a  space  museum  on  35  acres 


l'll..l.>s  h\  \X  ill  .\klnl\r. 


Campers  constructing  a  pyramid  during  a  mock  space  walk  at  the  U.S.  Space  Camp  in  Huntsville.  Ala 
I^espite.  continuing  bad  news  since  the  Challenger  explosion,  an  oasis  of  optimism. 
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isten  to  this  idea. 

Shoot. 

It's  for  a  fax  machine  like  no 
other  fax  machine  ever  made. 

With  more  memory? 

600  pages.  With  that  much 
memory,  you  could  send  a  30  page 
document  to  35  branch  offices 
with  the  touch  of  a  button.  And 
you  can  assign  private  mailboxes, 
for  your-eyes-only  mail. 

Fine  idea. 

That's  just  for  starts.  We  can  tie  it 
into  tlie  PC  to  exchange  information 
between  the  fax  and  PC  networks. 
And!  We  can  simplify  the  operation 
so  you  pencil  in  a  few  marks  on  a 
card,  use  that  as  the  first  page,  and 
fax  anything  out  to  99  preset 
phone  numbers.  And! 

Ar^otherand? 

And,  we'll  diagnose  problems  over 
the  phone,  long  distance,  and  fix 
them,  electronically.  You  may  never 
see  a  repair  man.  Good? 

Astounding.  We  better  tell  our  management 
to  sit  down  before  we  lay  this  on  them. 

Pitney  Bowes 
facsimile  systems 
For  details  call 
N800  MR.  BOWES,  ext.  363. 

A  climate  that  grows  ideas 

Pitney  Bowes 


U.S.  space  Camp  s  l  ersiun  uj  '  niissiuN  cuiUrul" 


The  shuttle  crew  at  a  mock  control  panel 


r^-  in  the  spin  nu  I' ^  1 1, 1  u  It  i -axis  trainer 

Experiencing,  from  ttvs  gut,  how  early  astronauts 
preparedfor  disorientation  in  space. 


Science  & 
Technology  | 

adjacent  to  the  Space  Center.  The  mu- 
seum was  such  a  successful  tourist 
attraction  that  the  space  camp  was 
added  m  1982.  Tuition  fees  of  $425  to 
$575  (depending  on  age)  per  week 
meet  the  camp's  $2  million  annual 
budget  for  some  5,000  campers. 

"We  have  football  camps  and  cheer- 
leader camps.  Why  don't  we  have  sci- 
ence camps?"  asks  camp  director  Ed- 
ward O.  Buckbee.  "We  may  lead  some 
youngsters  toward  a  career  they  never 
knew  existed.  I'm  going  to  be  very 
disappointed  if  we  don't  see  some 
campers  in  space  in  the  21st  century." 
Indeed,  the  camp's  regimen  and 
equipment  are  so  authentic  that 
NASA  sent  its  ten  teacher  shuttle 
candidates,  including  New  Hamp- 
shire grade  school  teacher  Christa 
McAuliffe,  there  in  1985. 

Campers  arrive  weekly,  beginning 
m  March  and  ending  each  Labor  Day,  , 
and  are  divided  by  age  into  space  shut-  ' 
tie  teams,  then  suited  up  in  copies  of 
astronaut  flight  suits.  The  younger 
children  start  with  classes  on  the 
principles  of  rocketry  and  propulsion. 
Later  they  launch  their  own  18-inch 
balsa  wood  rockets  carrying  payloads 
of  live  crickets  and  propelled  by  small 
fuel  pellets.  Splashdown  and  rescue 
techniques  are  practiced  in  an  indoor 
pool.  NASA  officials  and  other  ex- 
perts provide  lectures  on  the  Ameri- 
can and  Soviet  space  programs  and 
other  topics,  during  which  campers 
mostly  want  to  know  exactly  when 
they  can  hop  aboard  a  real  mission. 

For  the  older  set,  this  is  even  less 
your  typical  tent-and-canoe  wilder- 
ness adventure.  The  14-to-16-year-old 
campers  design  space  stations,  prac- 
tice space  walks  using  discarded 
NASA  simulators,  and  prepare  for 
their  final  performance:  a  mock  two- 
hour  shuttle  mission. 

While  the  younger  campers  perform  , 
a  brief  mock  flight,  the  older  kids' 
missions  take  place  on  what  looks 
like  a  movie  sound  stage.  Mission 
control  is  designed  to  resemble  the 
real  thing  in  Houston.  Nine  campers, 
dressed  in  blue  flight  suits  and  sneak- 
ers, sit  in  front  of  banks  of  consoles  ; 
crammed  full  of  buttons,  switches, 
colorful  lights  and  video  monitors. 
Some  of  the  equipment  came  from 
NASA,  while  other  panels  were  de- 
signed with  the  advice  of  NASA  engi- 
neers. A  videotape  of  an  actual  shuttle  ! 
flight  accompanies  the  mission  direc- 
tor's launch  and  landing  commands. 
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I  guess  it  would  be  the  hidden 
costs,  the  ones  that  sneak  up  on 
you  later  on.  Overpriced  service 
contracts,  interest  charges,  heavy 
supply  costs... 

Maybe  Pitney  Bowes  could 
eliminate  them. 

How  could  we  do  that? 

We  could  work  out  a  total 
package — financial,  service 
and  supplies. 

Sure!  An  automatic  service 
dispatching  system  and  a  discount 
supply  line! 

So,  with  a  Pitney  Bowes  copier 
you  can  get  a  state-of-the-art 
machine  and  one  person  to 
talk  to.  One  contact  for  the 
lease,  for  service  and  supplies. 
l^>u  get  peace  of  mind. 

This  will  make  a  lot  of  people  happy 


including  our  management. 
Let's  present  it. 


Pitney  Bowes  copiers 
For  details  call 

1-800-MR.  BOWES,  ext.  362. 


A  climate  that  grows  ideas 

fl  Pitney  Bowes 


ered  they  can  count  on  the  prom- 
ises that  go  with  a  General  Electric  jet 
Whether  that*s  an  explicit 
ce  delivering  an  engine  on 


plicit  promise  like 
customer  satisfaction. 

Take  delivery.  We  believe  on* 
time  delivery  should  be  a  given. 
Beyond  that,  we  believe  delivery  is  not 
the  end  of  a  sale.  lt*s  the  beginning 

relationship  in  which  we 


give  absolute  first  priority  to  antici- 
pating and  meeting  the  needs  of  our 
airline  customers. 

A  good  example  concerns  obso- 
lescence. In  the  last  13  years  weVe 
upgraded  the  performance  of  our  CF6- 
50  series  of  engines  to  a  remarkable 
degree— improving  fuel  efficiency 
by  5.6%,  increasing  thrust  from  48,000 
to  54,000  pounds,  and  time  between 


shop  visits  from  1000  to  5000  hours. 

Yet,  every  design  change  behind 
these  improvements  can  be  retro- 
fitted into  engines  we  manufactured  13 
years  ago.  And  the  same  thing  will 
apply  to  the  next  generation  of  fuel  effi- 
cient jet  engines  now  being  delivered: 
theCF6-80C2. 

It  all  comes  down  to  an  atti- 
tude. Promises  are  not  just  a  matter 
of  good  intentions.  Promises  are 
meant  to  be  commitments. 


ere  aoes  „ 
^  ®s  Aig^  Timesi^^^ 

who,  what ,  where  &  when 
of  their  phone  hills? 


The  answer  is  Account-A-Call 
Corporation,  the  nation's  leading 
telecommunications  data  proc- 
essing firm.  AccoUnt-A-Call  gets  . 
the  scoop  on  every  Los  Angeles 
Times  call  placed  from  its  down-  - 
town  headquarters  and  seven  ; 
suburban  zone  locations.  That's 
more  than  15,000  calls  a  day! 

Account-A-Call  then  reports  its 
findings  to  the  Times  every 
month,  with  unmatched  accuracy 
and  adhering  to  the  strictest 
deadlines.  And  we  uncover  our  "f 
sources,  revealing  who  at  the 
Times  made  each  call;  where  and 
when  the  call  was  placed;  how 
long  it  took,  and  most  important: 
how  much  the  call  cost  the  Times, 


With  complete  objectivity, 
Account-A-Call's  reports  allocate 
the  newspaper's  costs  by  division, 
department,  cost  center  and  indi- 
vidual, enabling  the  Times  to 
manage  and  control  its  telephone 
costs.  ^ 

To  find  out  more  about  how 
Account-A-Call  Corporation  can  - 
help  manage  and  control  your 
company's  telephone  costs,  call: 
(818)  846-3340,  or  write:  Acqount- 
A-Call  Corporation,  4450  Lakeside 
Drive,  Burbank,  CA  91505.     .  . 

Account-A-Call 

CORPORATION  : 


Science  & 
Technology 
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A  rocket  with  cricket  passenger 
"Into  space  in  the  2 1st  centMuy." 

There  also  is  a  mock-up  shuttle 
craft  whose  interior  closely  resembles 
the  equipment  used  to  train  shuttle 
pilots.  The  cockpit  sits  on  a  hydraulic 
lift  that  tilts  backward  during  lift-off, 
while  loudspeakers  emit  the  roar  of 
rocket  engines  from  an  actual  shuttle 
launch.  Campers  use  computers  to 
cope  with  such  problems  as  bad 
weather,  a  stuck  payload  door  or  a 
malfunctioning  coolant  pump.  The 
commander  manipulates  a  joystick  to 
control  the  craft's  movement.  "This 
was  so  fun,  even  on  the  simulator," 
says  Commander  Jeff  Forrest,  a  14- 
year-old  from  Blum,  Tex.,  who  admit- 
ted that,  after  he  made  a  mistake  dur- 
mg  landing,  he  turned  the  controls 
over  to  his  pilot.  "I  can't  fly  when 
people  are  making  fun  of  me." 

During  the  flight,  some  campers 
perform  "space  walks."  Their  mission 
is  to  construct  a  pyramid  out  of  six- 
foot  plastic  pipes  and  repair  a  space 
telescope.  Two  campers  are  strapped 
into  chairs  atop  wobbly,  7-foot-high 
contraptions  used  to  simulate  the  ef- 
fects of  weightlessness.  The  chair  eas- 
ily rotates  360  degrees  fore,  aft  and 
sideways,  like  a  kind  of  amusement 
park  ride,  so  that  the  slightest  move  is 
magnified  many  times  over. 

As  for  the  future?  Three-day  ses- 
sions for  adults  were  such  a  hit  last 
fall  that  they  are  now  going  to  be 
repeated  this  autumn.  The  camp  also 
has  plans  to  create  programs  for  col- 
lege students,  corporations  and  even 
the  military.  Soon  everybody  can  play 
at  Star  Trek.  Beam  me  up,  Scotty. 


Surprising  PPG: 

Better  total  return  to  investors 
than  some  big  names. 


Total  Return  to  Investors*  (1975-85  Average) 


Since  1975,  PPG  Industries  has  had  a  higher  average  total  return  to  investors  than  Dow  Chemical, 
Procter  &  Gamble,  IBM,  Hewlett-Packard  or  GE* 

Surprising?  Perhaps.  But  successful  performance  has  always  been  a  PPG  hallmark. 

And  our  plans  for  the  future  are  no  less  surprising. 

If  you'd  like  to  find  out  more,  just 
complete  and  mail  the  coupon  to  receive 
our  brochure,  "Quality  Growth  for  the 
Decade  Ahead." 

Or  call  James  F.  Compton,  Director  of 
Investor  Relations,  at  (412)  434-2120. 

We  had  to  work  hard-and  smart-to 
achieve  our  success.  Because  ^ 
the  competition  has  never      • .  P  ^  ^ 
been  tougher. 


•According  to  FORTUNE  magazine,  based  on  annually 
compounded  averages-including  both  stock  price  appreciation 
and  dividend  yield  when  reinvested  on  payable  dates. 


PPG  industries,  Inc. 

Corporate  Communications  Department  LCM  32 

One  PPG  Place 
Pittsburgh,  PA  15272 

I  want  to  know  where  PPG  Industries  is  going.  Please  send  me 
your  financial  brochure. 


Name, 


Company- 


Address. 


City. 


-State. 


-Zip. 


n  Individual  Investor     □  institutional  Investor     □  Broker 


Persoital  Affairs 


Edited  by  William  G.  Flanagan 


Thinking  of  sponsoring  a  foreigner for  U.S. 
residency?  Be  prepared  for  red  tape,  ex- 
penses and  lawyers.  And  the  coveted  green 
card  still  might  not  be  forthcoming. 


Getting  in 


By  Barbatm  Kallen 


Immigration  is 
supposed  to  be 
straightforward," 
says  San  Antonio, 
Tex.  immigration 
lawyer  Nancy 
Shivers.  "But  so 
are  taxes." 

Close  to  50  mil- 
lion people  come 
to  the  U.S.  each  year  to  visit,  and  over 
500,000  come  to  settle  here  perma- 
nently. Visitors,  such  as  tourists  and 
businessmen,  are  issued  nonimmi- 
grant or  "temporary"  visas,  which  can 
be  obtained  at  U.S.  consulates  abroad 
and  are  usually  valid  for  one  year. 

A  permanent  immigration  visa  is 
much    harder    to  get. 
Known    by    the  magic 
words      "green  card" 
(though   it  hasn't  been 


quota — currently  about  60,000  open- 
ings per  year. 

Everybody  else  falls  into  a  compli- 
cated and  often  confusing  system  of 
categories  and  preferences  that  per- 
mits a  total  of  270,000  permanent  im- 
migrants per  year,  with  no  more  than 
20,000  coming  from  any  one  country. 

Immigration  authorities  scrutinize 
all  would-be  immigrants,  and  one 
wrong  answer  can  throw  a  wrench 
into  the  process.  Take  the  case  of  the 
Schleichers.  In  1984,  while  working 
abroad  in  Saudi  Arabia  as  a  flight  coor- 
dinator for  the  Saudi  government, 
Richard,  a  native-born  U.S.  citizen, 
fell  in  love  with  Nina,  a  Philippine 
nurse  working  at  the  airport.  Later, 
back  in  the  U.S.,  he  wrote  Nina  a 
letter  asking  her  to  marry  him.  She 


green  for  many  years),  it 
confers  the  right  to  hold  a 
job,  live  permanently  in 
the  U.S.  and,  after  five 
years,  become  a  natural- 
ized U.S.  citizen. 

Certain  groups  of  peo- 
ple who  seek  to  immi- 
grate— spouses  of  U.S.  cit- 
izens, unmanied  children 
(under  21)  of  U.S.  citizens, 
and  parents  of  U.S.  citi- 
zens who  are  over  21 — are 
eligible  for  green  cards,  re- 
gardless of  any  quotas  in 
force.  Political  refugees 
have  their  own  separate 


Immigration  office  in  lower  Manhattan 
The  tine  sttirts  to  form  at  dawn. 


consented,  and  Richard  bolted  down 
to  the  immigration  office  in  Los  Ange- 
les to  get  a  fiancee  visa  for  his  bride- 
to-be.  A  few  weeks  after  Richard  filed, 
Nina  was  contacted  in  Saudi  Arabia 
by  the  U.S.  consulate  there.  She  had 
to  answer  a  number  of  personal  ques- 
tions, such  as  where  she  met  Richard 
and  where  they  had  their  first  date. 
"They  wanted  to  make  sure  that  Nina 
was  in  love  with  me,  not  with  the 
U.S.,"  says  Schleicher.  Foreign 
spouses  now  seeking  U.S.  residency 
are  closely  questioned  because  of  the 
increase  in  fraudulent  marriages  for 
immigration  purposes  (see  box,  p.  88). 

About  three  months  after  Nina's 
interview  at  the  consulate,  a  fiancee 
visa,  which  allows  an  alien  fiancee  to 
come  to  the  U.S.  for  up  to  three 
months,  came  through.  She  flew  to 
Los  Angeles  and  married  Richard 
within  a  week. 

But  the  Schleichers'  problems 
weren't  quite  over.  The  newlyweds 
had  planned  to  fly  to  Nina's  home  in 
the  Philippines  for  another  wedding 
ceremony  immediately  afterward. 
And  Nina  was  told  she  would  not  get 
her  green  card  for  another  six  months 
to  a  year.  Problem:  An  alien  who 
leaves  the  country  without  a  green 
card  can't  get  back  in.  So  the  Schlei- 
chers saw  an  immigration  lawyer. 
"We  paid  her  $750  to  cut  through 
bureaucratic  red  tape.  We  got  Nina's 
green  card  the  next  day,"  says  Rich- 
ard, and  on  they  went  to  Manila. 

Sponsoring  nonrelatives  for  U.S. 
residency  is  more  complicated.  What 
can  you  expect  if  you  sponsor  your 
live-in  housekeeper  who  is  from,  say, 
Jamaica? 

"I  get  that  question  five  times  a 
day,"  says  Dale  Schwartz,  an  Atlanta 
immigration  lawyer.  "I  tell  people  to 
forget  it  unless  they  feel  strongly 
about  making  their  housekeeper  le- 
gal. It  will  cost  between 
$2,000  and  $5,000  in  legal 
fees,  and  then  you  will 
have  to  wait  up  to  four 
years." 

If  you  do  decide  to  pro- 
ceed, the  first  step  is  to 
obtain  certification  for 
your  housekeeper  from 
the  Labor  Department. 
You  must  prove  to  the  de- 
partment that  she  is  a 
"business  necessity" — for 
example,  you  and  your 
spouse  are  working  par- 
ents— and  that  she  is  not 
displacing  an  American 
worker.  You  will  have  to 
advertise  her  position  in 
the  local  newspaper.  Ac- 
cording to  Howard  David 
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SHE  FIRES  YOUR  IMAGINATION.  FIRE  BACK. 


Every  quality  diamond  of  a 
carat  or  more  is  one  of  natures  rarest 
and  most  exquisite  phenomena— 
with  more  fire^  more  sparkle  and 
scintillation. 

Each  is  a  visible  reflection  of 
you.  Unique  in  all  the  world; 


possessing  four  characteristics  that 
set  it  apart  forever.  They  are  called 
the  4(§s:  Cut,  Color,  Clarity  and 
Carat -weight.  These  determine  the 
value  of  a  diamond— and  to  an 
astonishing  degree,  the  beauty  and 
value  of  your  jewelry 


Your  jeweler  is  the  expert 
where  diamonds  are  concerned. 
His  knowledge  can  help  make  the 
acquisition  of  a  quaUty  diamond 
of  a  carat  or  more  the  beautiful, 
rewarding  experience  it  should  be. 

A  diamond  is  forever. 


The  ring  shown  features 

a  quahty  diamond  of  3.59  carats. 

For  more  information, 

call  1-800-543-8800  Ext.  283. 


A  QUALITY  DIAMOND  OF  A  CARAT  OR  MORE. 
AFIRE  RARELY  SEEN. 


Weddings  of  convenience 


With  divorce  and  remarriage  increasingly  com- 
mon, few  are  genuinely  shocked  by  a  woman 
who  marries  frequently.  But  when  the  clerk  in  the 
Palm  Beach  County,  Fla.  courthouse  processed  Debra 
Ann  Lee's  second  marriage  license  in  two  weeks,  she 
became  suspicious.  She  told  her  boss,  who  called  the 
Immigration  Service.  It  turned  out  Debra  Lee  was  part 
of  one  of  the  largest  marriage  fraud  rings  in  the  coun- 
try, charging  Haitians  and  Jamaicans  about  $1,500  to 
marry  Americans,  mostly  welfare  recipients,  in  order 
to  get  green  cards. 

Investigators  are  discovering  more  and  more  cases 
of  marriage  fraud  as  entry  into  the  U.S.  becomes  more 
difficult.  In  May  undercover  agents  posing  as  brides, 
ministers  and  immigration  officials  uncovered  a  Seat- 
tle marriage  ring  that  arranged  marriages  between 
Indians  and  Americans  for  $10,000  per  nuptial.  And  in 
Oregon,  Indian  guru  Bhagwan  Shree  Rajneesh  ar- 
ranged almost  1,000  marriages,  for  immigration  pur- 
poses, between  his  Indian-bom  and  American-bom 
followers.  "With  all  this  marriage  fraud,  the  Immigra- 
tion Service  is  skeptical  of  everyone.  It  can  be  difficult 
for  alien  spouses  in  valid  marriages  to  get  green 
cards,"  says  immigration  lawyer  Nancy  Shivers. 

Immigration  authorities  will  automatically  ques- 
tion the  validity  of  marriages  where  the  spouses  are 
from  different  social  backgrounds  (she's  a  college  pro- 
fessor, he's  a  busboy),  where  there  is  a  wide  age  differ- 


ence (especially  when  the  woman  is  older  than  the 
man)  or  where  the  couple  married  after  only  a  brief 
acquaintance.  Says  Shivers:  "The  immigration  depart- 
ment does  not  believe  in  love  at  first  sight." 

If  immigration  officials  suspect  the  legitimacy  of  a 
marriage,  they  separate  the  happy  pair  and  pose  per- 
sonal questions: 

"Where  was  your  first  date?" 

"What  movie  did  you  see  last  night?" 

"What  is  your  phone  number?" 

As  on  TV's  Newlywed  Game,  if  the  answers  don't 
match,  the  couple  loses.  Says  Atlanta  immigration 
lawyer  Dale  Schwartz,  "The  Immigration  Service 
would  really  like  to  know  if  the  sheets  are  wet." 

While  not  romantics,  immigration  officials  do  re- 
spond to  the  presence  of  children.  A  couple  with  a 
baby  due  should  wait  until  after  the  baby  is  bom  to 
apply  for  a  green  card.  "I  can  go  into  immigration  with 
the  baby  in  my  arms,  put  it  on  the  counter  and  say, 
'Exhibit  A,'  "  says  Schwartz. 

There's  another  type  of  marriage  fraud,  Schwartz 
points  out,  that  is  as  effective  as  it  is  old.  "The  gigolo 
thing  happens  a  lot.  Good-looking  Italian  sailor  finds 
homely  girl  from  Brooklyn  in  a  bar,  woos  her,  marries 
her,  gets  his  green  card  and  leaves  her  the  next  day." 

In  that  case,  the  victim  can  go  to  immigration 
officials,  but  chances  of  catching  the  man  and  deport- 
ing him  are  slim. — B.K. 


Deutsch,  author  of  Getting  into  Ameri- 
ca, if  you  specify  that  the  position 
requires  evening  and  weekend  work, 
chances  are  that  no  American  will 
respond. 

When  your  housekeeper's  applica- 
tion date  becomes  "current"  with  the 
immigration  department,  which  can 
take  two  years  or  more,  she  will  have 
to  appear  before  the  U.S.  embassy  in 
her  native  country  for  an  interview. 
Then  it's  downhill  for  her,  but  re- 
member, once  your  housekeeper's 
green  card  is  granted,  she  isn't  depen- 
dent on  you  anymore  for  a  job. 

Elaine  Koenig  of  Atlanta  recalls 
that  her  Jamaica-bom  housekeeper, 
after  being  denied  once  before,  finally 
picked  up  her  green  card  at  the  U.S. 
consulate  in  Kingston,  Jamaica — with 
Koenig's  help — and  returned  to  Atlan- 
ta. "She  quit  the  next  day  for  a  higher- 
paying  job,"  laments  Koenig.  "I 
should  have  known." 

If  you  want  to  bring  a  foreigner  into 
the  country  for  business  reasons — to 
work  for  your  company  as  an  employ- 
ee— you  can  sponsor  him  for  U.S.  resi- 
dency. There  are  generally  two  ways 
to  do  that. 

First,  you  can  take  advantage  of 
what  is  called  the  "third  preference 
category"  for  "persons  of  exceptional 
ability  in  the  sciences  and  arts."  Or 
yon  can  use  the  "sixth  preference  ca- 


tegory" for  "skilled  and  unskilled 
workers  in  short  supply."  Both  cate- 
gories have  27,000  open  slots  a  year. 
You  will  have  to  obtain  labor  certifi- 
cation for  the  alien,  which  includes 
advertising  his  position. 

When  Professional  Consulting  Ser- 
vices, an  Atlanta  software  company, 
wanted  to  hire  Krishna  Shamasundar, 
an  Indian  computer  scientist,  the 
company  first  got  him  a  two-year  HI 
visa,  for  persons  of  "distinguished 
merit  and  ability."  When  PCS  decided 
it  wanted  to  keep  Shamasundar  on, 
they  sponsored  him  for  permanent 
immigrant  status.  In  July  1983  PCS 
filed  an  application  for  Shamasundar 
under  the  third  preference  category 
and  placed  an  ad  for  his  position  in 
Computer  World.  No  one  responded. 

In  February  1984  Shamasundar's 
date  "became  current"  with  the  im- 
migration department,  which  then 
called  him  in  to  fill  out  forms.  Finally, 
in  April  1985,  Shamasundar  was  told 
he  could  go  to  the  U.S.  consulate  in 
Madras  and  pick  up  his  green  card. 
Becoming  a  resident  cost  Shamasun- 
dar $3,500  in  legal  fees  and  $1,300  in 
airfare.  He  is  now  trying  to  sponsor 
his  wife,  who  still  lives  in  India. 

If  you  want  to  help  a  wealthy  for- 
eign businessman  or  investor  enter 
the  country,  you're  in  luck  if  he  hap- 
pens to  come  from  one  of  the  immi- 


gration "treaty  countries."  About  25 
countries,  including  England,  Israel 
and  Japan,  have  treaties  with  the  U.S. 
under  which  nationals  involved  in 
"substantial"  (usually  import/export 
or  banking)  trade  may  obtain  renew- 
able visas  that,  in  effect,  permit  per- 
manent residence. 

A  "treaty"  visa  will  also  be  issued 
to  an  investor  from  one  of  these  coun- 
tries who  holds  a  "substantial,"  ac- 
tive investment  here.  "Substantial" 
means  that  an  alien  must  control  the 
business.  Passive  investments  like 
stocks  and  bonds  will  not  qualify  a 
person  for  a  treaty  visa. 

Nor  will  money  alone,  for  that  mat- 
ter. Says  Schwartz,  "There  are  billion- 
aires in  Hong  Kong  who  are  dying  to 
come  here  and  invest  money,  but  they 
don't  qualify  for  the  visa  because  we 
don't  have  a  treaty  with  Hong  Kong." 

The  key  to  negotiating  the  immi- 
gration maze  successfully  is  to  get 
good  advice  early.  That  usually  in- 
volves finding  a  competent  lawyer. 
Word-of-mouth  is  always  the  best 
way  to  find  a  lawyer,  but  the  Ameri- 
can Immigration  Lawyers  Association 
can  recommend  one  in  your  area.  Says 
Schwartz,  "Immigration  is  extremely 
complicated.  There  are  always  lots  of 
different  avenues.  Take  the  wrong 
one  and  it  will  change  your  life." 
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MERCURY.  The  shape  you  want  to  be  in. 
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oca  Cola  Clothes 
will  do  a  quarter 

of  a  billion  dollars 
worth  of  business! 


■Auguit  1985  thicugh  December  1986 


em's  a  lot  of 
bubbles' 


We  welcome  to 

the  Coco-Cola*  Clothes  Family... 

Gabar  WOMENSSWIMWEAR 

Great  American  Design  Center  HANDBAGS 

Jain-Sax  Industries  Inc.  MATERNITY  CLOTHES 
Keepers  Industries  MENS  AND  BOYS  SOCKS 
IVIantiattan  Industries  MENS  AND  BOYS  ACCESSORIES 
Swatch  WATCHES 

Uvex  Winter  Optical  SUNGLASSES 

Wundies  Industries  WOMENS  &  GIRIS  DAVWEAR  &  SLEEPWEAR 

...and  the  millions 

of  Americans  who  love 

Coca-Cola*  Clothes! 

"Coca-Cola'  is  a  registe(ed  hodemoik  of 
the  CocaCokj  Compony 

^Cj  IQAiS  Mi  irinni 


Careers 


A  bad  employment  reference  can  haunt 
you  like  a  curse.  What  can  you  do  if  you 
are  being  bad-mouthed  by  a  former  em- 
ployer or  'friend'? 

References 
upon  request 


By  Janet  Bamford 


IN  RusHviLLE,  Ind.  Paul  Barada 
makes  a  living  checking  job  refer- 
ences for  companies  like  Kraft, 
Home  Box  Office  and  Sherwin-Wil- 
liams. Once  in  a  while  Barada  gets  an 
unusual  request:  An  employee  wants 
a  check  run  on  his  own  references. 
"One  candidate  said  he  had 
been  missing  out  on  jobs  and 
thought  maybe  one  of  his  ref- 
erences was  giving  him  a  bum 
rap,"  says  Barada.  But  Barada 
refused  to  do  the  search.  "I 
don't  want  to  get  in  the  middle 
of  a  situation  like  that,"  he 
says.  That  unfortunate  candi- 
date's experience  points  up  a 
problem:  what  to  do  if  you 
think  you  have  a  bum  refer- 
ence haunting  you. 

With*  so  many  inflated  re- 
sumes around,  job  references 
are  now  given  more  weight 
than  ever  by  headhunters  and 
employers.  Says  Robert  Mont- 
gomery, a  partner  with  Chris- 
tenson  &.  Montgomery,  a  New 
Jersey  recruiting  firm:  "I  want 
to  make  sure  an  individual  has 
actually  been  responsible  for 
an  accomplishment,  rather 
than  just  being  associated  with  one." 

The  importance  of  references  scares 
some  companies.  Fearful  of  being  hit 
with  lawsuits  from  ex-employees 
who  get  wind  of  having  been  bad- 
mouthed,  many  firms  now  disclose 
only  dat.e$  of  empioyment,  position 
and  sala.n;.  But  such  policies  are  wide- 
ly jgncred  by  empjoyees  who  have 
been  a?ked  to  serve  as  refe  .ences. 
Increasingly.  headhun:v:is  such  as 
'1     Stafford     Associ^ves  and 


Montgomery's  firm  are  asking  the 
candidates  for  written  permission  to 
dig  into  their  past. 

What  does  a  reference  check  uncov- 
er? A  good  interviewer  can  unearth 
more  than  you  might  think.  Even  the 
most  loyal  friend  is  going  to  be  asked 
questions  about  your  weaknesses,  or 
"developmental  needs."  Typical  tele- 


phone checks  last  anywhere  from  a 
half  hour  to  an  hour,  sometimes  even 
longer,  during  which  an  interviewer 
may  ask  75  questions,  on  everything 
from  management  style  to  marriage. 

"Nobody's  perfect.  I  want  to  know 
what  someone's  faults  are,"  says  Mil- 
lie McCoy,  managing  director  of 
Gould  McCoy,  a  New  York  execu- 
tive search  firm. 

What  gives  rise  to  bad  references? 
There  are  the  people  who  might  lust 


after  the  job  that  you  are  up  for.  Or 
perhaps  there's  bad  blood  between 
you  and  someone  at  an  old  job — a 
former  boss,  say,  for  some  reason  re- 
sents your  having  left  the  fold. 

There  are  ways  you  can  safeguard 
against  bum  references.  First,  the  ob- 
vious. Get  in  touch  with  the  people 
you  want  as  references  before  you  list 
them.  Brief  them  on  what  you  think 
they  will  be  asked  and  try  to  find  out 
what  they  will  say  about  you.  Remind 
them  of  your  accomplishments. 

Interviewers  will  often  ask  you  if 
there  is  anything  they  should  know 
before  talking  to  references.  "I  always 
tell  a  candidate  who  we  will  call  and 
ask  him  how  he  thinks  the  reference 
will  answer  certain  questions,"  says 
Edward  Meagher,  vice  president  of 
personnel  at  a  PepsiCo  division.  And 
if  you  have  had  problems  in  the  past, 
they  are  bound  to  surface,  so  it's  best 
to  come  clean.  "Someone  told  me  he 
had  to  declare  personal  bankruptcy  a 
few  years  ago  because  of  a  drinking 
problem,"  says  Carl  Menk,  president 
of  Canny,  Bowen,  New  York  recruit- 
ers. Painful  to  admit,  yes,  but  better 
than  being  caught  in  a  lie. 

If  jobs  mysteriously  dry  up,  ask  the 
company  or  recruiter  if  references 
have  anything  to  do  with  it.  Some- 
times they'll  tell  you  what 
was  said,  if  not  who  said  it.  In 
some  states,  such  as  New 
York,  you  may  even  be  enti- 
tled to  see  the  file  a  headhunt- 
er  keeps  on  you. 

If  you  discover  someone 
who  is  bad-mouthing  you, 
confront  him.  Millie  McCoy 
once  had  a  candidate  who 
found  that  a  reference  from 
two  jobs  earlier  was  causing 
problems.  The  candidate 
talked  with  him,  and  he  toned 
down  his  comments. 

But  a  single  negative  refer- 
ence may  not  hurt  as  much  as 
you  might  fear.  Recruiters  of- 
ten speak  with  six  to  ten  refer- 
ences. Extreme  comments — 
wildly  negative  or  positive — 
are  usually  chucked. 

"The  easy  ones  to  throw  out 
are  the  hostile  ones,"  says 
John  Johnson,  president  of  recruiting 
firm  Lamalie  Associates,  especially  if 
they  contradict  a  career  history. 

The  hardest  bad  reference  to  shake, 
of  course,  is  one  that  is  deserved.  "If 
you  didn't  perform  well  or  didn't  meet 
deadlines,  it  will  haunt  you,"  says 
Barada.  "We  give  seminars  for  college 
and  high  school  kids  and  one  thing  we 
always  tell  them  is,  don't  think  you 
can  screw  off  in  a  job.  It  will  stay  with 
you  a  lot  longer  than  you  think."  ■ 


Dependable. 

A  reputation  earned  on  six  continents, 

in  TTcountries,  and  150  cities  around  the  world. 


0  Lufthansa 

German  Airlines 


See  your  Travel  Agent. 
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Jimmy  Litig  in  his  Da/las  office 
Hatching  comeback  schemes. 


What  becomes  a  legend  most? 


When  LTV,  the  nation's  second- 
largest  steelmaker,  went  bank- 
rupt recently — instantly  becoming 
the  largest  Chapter  1 1  reorganization 
in  U.S.  histoiy — people  with  long 
memories  remembered  that  the  L  in 
LTV  stood  for  Ling,  Jimmy  Ling.  He 
led  the  conglomerate  craze  of  the  late 
Sixties,  starting  with  a  Dallas  electri- 
cal contracting  firm  that  he  took  pub- 
lic in  1955  and  dazzling  Wall  Street 
with  hyperactive  diversifications  and 
reorganizations. 

More  recently  the  stock  market  has 
forced  once-grand  conglomerates  like 
Gulf  &.  Western  and  ITT  to  focus  on  a 
small  number  of  key  businesses.  Yet 
Ling,  63,  still  believes  in  diversified 
conglomerates.  "It's  a  constantly  on- 
going process,"  he  says  of  the  con- 
glomerate strategy,  "a  continual  en- 
trepreneurial program  of  acquisitions 
and  divestitures." 

Could  LTV  have  been  rescued?  Not 
once  Ung  was  fired,  in  1970,  he  says, 
and  his  successors  began  violating  the 
boss'  first  coiiimandmeni;  cf  conglom- 
erating: No  division  shall  account  for 


more  than  30%  of  sales.  By  1985  steel- 
making  provided  65%  of  LTV's  $8.2 
billion  in  sales — while  tying  up  nearly 
80%  of  its  assets. 

Ling  himself  has  been  floundering 
since  his  LTV  days.  Projects  like  his 
Omega-Alpha,  a  haircut  on  the  con- 
glomerate theme,  and  Xenerex,  an  ill- 
timed  fling  into  energy  leases,  have 
gone  into  Chapter  1 1 . 

Now  substantially  recovered  from 
the  effects  of  Guillain-Barre  syn- 
drome, which  paralyzed  him  in  1981, 
Ling  just  won't  give  up.  From  his  me- 
mento-filled Dallas  office  he  scav- 
enges the  battered  Texas  landscape 
and  beyond  for  deals.  Only  this  time 
instead  of  huntmg  the  likes  of  Braniff 
Airways  and  Wilson  &.  Co. — targets 
he  bagged  at  LTV — he  is  stalking 
small,  distressed  prey,  such  as  oil  and 
gas  outfits  and  computer  software 
producers.  "I'm  getting  back  in  the 
hunt,"  Ling  says. 

Who  knows?  Like  last  year's  hem- 
line. Ling's  idea  of  conglomerating 
may  yet  find  itself  back  in  fashion. 
But  not  this  year. — James  Ring  Adams 


Chinese 
marketing 

Y'ou  have  to  make  your  own  desti- 
ny," says  David  Yeh,  56,  chairman 
and  founder  of  Universal  Matchbox 
Group  (1985  sales,  $241  million),  a 
Hong  Kong-based  Bermuda  holding 
company.  While  most  Hong  Kong 
toymakers  still  manufacture  exclu- 
sively for  others,  Yeh  sees  his  future 
in  making  and  selling  his  own  toys. 

The  strategy  is  paying  off.  When  the 
company  Yeh  started  22  years  ago 
with  $10,000  went  public  on  the 
NYSE  this  spring,  the  youthful-look- 
ing entrepreneur  cashed  out  to  the 
tune  of  $12  million,  and  still  owns 
shares  worth  about  $108  million. 

Today  contract  manufacturing  still 
accounts  for  half  his  profits,  but  Yeh, 
a  former  banker  who  founded  his 
company  to  produce  dresses  for  dolls, 
wants  to  be  viewed  as  a  marketer. 
Last  year  his  hottest-selling  toys  were 
Voltron  robots.  This  year  he  has  high 
hopes  for  Rubik's  Magic,  a  new  puz- 
zle. "Our  objective  is  to  be  a  Mattel 
soon,"  he  says. 

From  his  manufacturing  base  in 
Hong  Kong,  Yeh  makes  frequent 
shopping  trips  abroad  to  enlarge  his 
empire.  For  five  years  he  owned  most 
of  New  York-based  LJN  Toys  and  in 
1982  picked  up  then-bankrupt  U.K.- 
based  Lesney  Group,  owner  of  the 
Matchbox  miniature  toy  car  line.  "Ev- 
eryone predicted  it  would  be  a  fail- 
ure," says  Yeh.  It  wasn't.  He  cut  labor 
costs  by  moving  factories  from  En- 
gland to  Macao.  Last  year  Matchbox 
earned  $6  million. 

Yeh's  toys  sell  around  the  globe,  but 
the  market  he  would  most  love  to 
dominate  is  right  in  his  own  back- 


\jim 


I  nirersdl  Matchbox'  David  Yeh 

$5  a  kid  times  337  million  kids? 
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Plainly  for  Everyone* 

The  first  plain  paper  facsimile  that  doesn't 

come  at  a  premium. 


Until  now,  plain  paper  in  a  facsimile 
was  the  exception.  But  no  longer. 
Introducing  the  FAX-610  Plain  Paper 
Facsimile.  It  costs  no  more  than  similar 
thermal  units.  But  the  advantages 
are  plain. 

Because  the  image  quality  of 
documents  you'll  get  on  plain  paper  is 
far  better  And  you  can  use  them  as 
originals.  Since  you  can  write  on  them 
with  just  about  anything,  and  file  them 
away  indefinitely 

Yet  the  economical  FAX-610  is  no 
plain  Jane.  It  has  everything  you'd 
expect  from  an  advanced  business 
facsimile  Plus  it's  just  plain  smart:  with 
speed  dialing  to  49  locations,  delayed 


transmission  with  auto  document  feeder, 
and  delayed  20-location  multiple  polling 
with  automatic  document  cutting,  And 
it's  just  plain  fast:  17  seconds  a  page.* 

Finally  the  FAX-610  is  just  plain 
affordable.  Which  looks  good  on  paper 
and  definitely  makes  plain  old-fashioned 
business  sense. 

The  Canon  FAX-610:  The  first  plain 
paper  facsimile  that's  plainly  for  everyone. 
And  that's  just  plain  extraordinary 

*Based  on  CCITT  No  1  Tesi  Chart, 


Canon  U.S.A.,  Inc.,  Facsimile  Division 

PO  Box  5210,  Clitton,  New  Jersey  07016 1-800-OK  CANON 

I  :  Please  send  me  more  information  at)out  ttie  Canon  FAX-610 
I  ]  Please  have  a  salesperson  contact  me 
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THE  FASnST  WCmOS  IN  BUSINESS  COMMUNICATIONS. 

198hCjrto"U:-M,lnc 


PLAIN 
PAPER 
FACSIMILE 


Faces 

Behind  the  Figures 


yard — the  People's  Republic  of  China, 
where  he  now  has  a  joint  venture  with 
a  government-owned  toy  company. 
He  reckons  the  Chinese  now  spend 
only  50  cents  per  child  per  year  on 
toys.  The  government's  target,  ac- 
cording to  Yeh,  is  $5. 

Let's  see.  At  $5  a  kid,  times  337 
million  kids  under  14,  that's  a  market 
worth  $1.7  billion. — Eva  Pomice 


The  Riches  get  richer 

This  is  a  story  about  an  acquisition 
that  actually  seems  to  be  working. 
No  golden  parachutes,  no  transconti- 
nental turf  battles.  The  acquired  com- 
pany is  still  run  by  Anthony  Rich,  69, 
and  his  son,  Jerome,  47.  They  sold 
privately  held  Rich  Inc.,  a  Franklin 
Park,  111.  supplier  of  computer  sys- 
tems for  securities  trading  rooms,  to 
Reuters  Holdings  Pic.  in  1985  for  $2 
million  in  cash  and  stock  worth  $55 
million.  By  last  month,  when  they 
sold  $15  million  worth  of  their  Reu- 
ters shares  in  a  secondary  offering,  the 
value  of  their  Reuters  stock  had  near- 
ly doubled,  to  $100  million. 

Anthony  Rich,  a  former  Motorola 
engineer,  started  Rich  Inc.  in  1949  to 
make  communications  systems  for 
schools  and  hospitals.  Today  Bankers 
Trust,  E.F.  Hutton  and  PaineWebber 
use  Rich's  electronic  trading  systems. 


which  give  traders  access  to  up  to  76 
information  sources  from  commodity 
prices  to  news  wires  like  Reuters'. 

Several  years  ago  the  Riches  consid- 
ered how  best  to  exploit  the  market 
created  by  the  worldwide  expansion 
of  the  securities  trading  indvistry. 
They  could  have  tried  to  do  it  them- 
selves, raising  money  by  selling  stock, 
but  Rich  didn't  know  overseas  mar- 
kets. They  chose  instead  to  merge. 

First,  in  1982,  Rich  let  Reuters  dis- 
tribute Rich  systems  in  Europe.  Then 
Reuters  offered  to  buy  the  company 
and  let  the  family  run  it.  "It  simpli- 
fied our  entering  into  the  world  mar- 
kets," he  says.  Since  the  merger.  Rich 
has  installed  some  50  systems  world- 
wide, up  from  about  10  the  prior  two 
years,  and  contributed  $6  million  to 
Reuters'  pretax  earnings  last  year  on 
sales  of  $42  million.  Rich  almost 
equaled  that  record  in  the  first  half  of 
this  year,  with  pretax  earnings  of  $7 
million  on  $39  million  in  sales. 

The  distance  from  London  to  Chi- 
cago isn't  the  only  reason  that  this 
merger  is  working.  "This  company," 
says  Jerome  Rich,  "has  our  name  on 
it."— Ruth  Simon 


Straw  in  the  wind? 

Iast  year  Longman  Group,  a  unit  of 
I  Pearson  Pic,  the  British  outfit  that 
owns  the  Financial  Times  and  The 
Economist,  among  other  things,  went 
on  a  shopping  spree  in  the  U.S.,  and  it 
now  runs  the  largest  test-preparation 
school  for  the  brokerage  industry. 

Longman's  recent  move  is  bad  news 
for  Irwin  Shapiro's  Securities  Train- 
ing Corp.,  the  dominant  trainer  in  the 


Anthony  (ieiu  and  jerome  Rich  o}  Reuters  Holdings  Pic. 
No  traimasntime  jttul  turf  battles. 


Securities  Training  Corp 's  Shapiro 
The  British  are  coming. 

country's  largest  market.  New  York 
City.  Over  17  years  Shapiro  has 
helped  100,000  people  at  every  major 
Wall  Street  firm  pass  one  of  the  20 
exams  required  by  the  Securities  & 
Exchange  Commission.  Shapiro 
charges  $300  for  the  basic  six-hour 
Series  7  General  Securities  exam  re- 
quired of  all  brokers  and  lets  students 
who  fail  a  test  stay  in  his  classes  for 
free  until  they  pass. 

Is  Shapiro  worried  about  Longman? 
Of  course.  "You  have  a  $1  billion  con- 
glomerate buying  seven  of  our 
competitors,"  he  says.  "They  have 
beefed  up  their  sales  force  and  mar- 
keting here.  They're  a  definite  threat 
to  us."  The  bull  market  now  ambling 
into  its  fifth  year  has  kept  Shapiro's 
classrooms  full.  Shapiro  trained  at 
least  20%  of  the  people  who  took  the 
50,000  Series  7  exams  given  last  year. 
Sales  should  hit  $7  million  this  year, 
up  from  $4  million  last  year. 

Shapiro,  57,  began  dabbling  in 
stocks  in  the  1950s,  while  working  as 
a  Hebrew  National  butcher.  In  1961 
he  hung  up  his  white  apron  to  become 
a  Wall  Street  broker  and  later  an  exam 
trainer.  He  started  STC  in  1969  with 
$7,500. 

Over  the  years  he  has  honed  a  sub- 
tle sense  of  market  timing.  In  1982, 
before  the  current  bull  market  was 
bom,  a  friend  asked  where  stocks 
were  headed.  "Things  were  rough,  we 
didn't  have  any  enrollments,"  recalls 
Shapiro.  "I  told  him  I  thought  it  might 
be  a  good  time  to  get  in.  And  then  the 
market  turned."  Now  business  is 
great,  and  he's  talking  about  going 
public,  possibly  as  early  as  this  fall. 
Has  Shapiro  spotted  the  top  of  the 
market? — Matthew  Schifrin 
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oes. 

And  we  found  few  footprin 


Here  lies  the  heart. The  heart  of  Explorer  Class' 
cruising.  Big  ships  and  small  ships  are  ships  that  pass 
in  the  night.  They  chart  different  courses,  because 
when  you're  as  big  as  an  ocean  liner  most  out-of- 
the  -way  spots  are  simply  out  -  of  -  reach. 

The  smaller  vessels  of  Exploration  Cruise  Lines 
choose  paths  less  travelled  On  shore  youll  explore 
moonlit  beaches  free  from  the  crush  of  tourists.  On 
board  you'll  relax  in  casual  comfort.  An  atmosphere 
graced  with  an  uncommon  friendliness.  This  kind 
of  camaraderie  only  grows  when  a  small  group  of 
passengers  share  paradise. 

Come  join  us  this  winter  and  cruise  special  worlds 
the  big  ships  can't. 

!^  EXPLORATION'CRUISE  LINES 


ONE  OF  THE  AMHEUSER.BUSCH  COMPANIES 


Mail  this  coupon  today  for  your  free  brochures 
and  cruise  special  worlds  this  winter. 

For  reservations  or  free  brochures,  see  any  Travel  Agent, 
check  box(es)  below  and  mail  coupoa  or  call  1-800-426-0600, 
Then  make  your  own  footprints  on  the  beaches  of:    •-  ".^'V; 


(E)  Tahiti 

(F)  Panama  Canal 


I  (R)  Virgtfl  Islands 


I  cn  Caribbean 
t(W}H9waii 


Exploration  Cruise  Lines.  1500  Metropolitan  Park  Bldg..  Dept. 


.Seattl.e;WA  98101 


You  can  cmile i'iiif;c'  ltnviilsofpm/kvioMi/c/esig>i  sliulio  (jiuihl\  inlh  u  muz/i/i'  v,?;,:^ 
()J'poi>//  and  clicks. 
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Serving  North  America's  Auto  Makers  with  the  Finest  Synthetic  Industrial  Detergents 


Liberty  News 
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Dispensing  with  Dispensing  Problems 

NO  COST  SYSTEMS, 
NO  COST  MAINTENANCE  A  REALITY 

Liberty  Technologies,  Inc.,  long  a  leader  in 
developing  innovative  detergents  and  dispensing 
systems,  is  stepping  up  its  manufacturing  schedule 
to  meet  an  industry-wide  demand  for  its  various 
bulk  dispensing  systems. 

The  LT-500bulk  dispensing  system  (right) 
continues  to  be  the  most  popular  of  the  bulk 
systems.  Offering  large  bulk  storage  lo  meet  a 
wide  range  of  tasks  from  floor  cleaner  to  parts 
cleaners  dispensing . 

The  metering  head  remains  one  of  the  most 
accurate  and  maintenance  free  of  any  type  now 
in  use.  Mixing  ratios  from  1  :  .3  lo  1  :  600  can 
easily  be  set,  maintained  and  re-sel .  Thus, 
enabling  ihc  system  to  dispense  any  Liberty 
product  designed  to  be  metered. 

Since  the  introduction  of  the  basic  dispensing 
system,  auto  plant  customers  have  welcomed  the 
new  technology  with  open  amis.  While  the 
dispensing  systems  can  never  be  all  things  to  all 
people,  a  bulk  metering  system  docs: 

1.  Eliminate  handling  drum^,  approx. 

10  drums  per  LT-500  system 

2.  Automatically  mix  cleaners  at  the 
exact  desired  ratio,  regardless  of  any 
change  ui  water  pressure.  No  more  hand 
mixing  chemicals  that  can  expose  workers 
directly  to  concentrated  chemicals  and  no 
more  wasted  chemicals  due  to  inaccurate 
measuring  and  mixing  methods 

3.  Scheduled  automatic  system  re-fills 
at  your  convenience,  you  can  arrange 
to  have  your  system  filled  when  you  want 
it  to  be,  or,  let  Liberty  keep  it  full  so  you 
never  have  to  worry  about  miming  out  of 
product 


LT-500  Bulfc  SywUm,  500  pMop  opactty 


4.  No  maintenance  worries,  Liberty  will 
maintain  your  bulk  system  at  no  cost  to  you 

or  your  department. 

5.  No  cost  use  of  bulk  equipment,  when  you 

use  Liberty  products  in  them. 

Reasons  like  these  make  Liberty  bulk  dispensing 
systems  tlic  way  to  go  for  now  and  the  future. 

By  combining  outstanding  synthetic 
detergents  with  bulk  dispensing  and 
metering  systems.  Liberty  has  a  one- 
two  punch  to  handle  any  industrial 
cleaning  problem  the  Automakers 
can  dish  out. 

You  can  contact  Liberty  to  find  out  more 
Liberty  Technologies,  Inc 
P.  O.  Box  678  ,  40  Salzburg  Rd. 
Bay  City,  MI  4«707 
517-  893-  0521 


Xmr  you  'II  he  Me  to  ^el  your  company  mi'sk'ttm  out  uMe  thy  re  still  mil's 


W^ena 
Blue  Northern  whips  into  the  high 
country,  you  need  three  things  to 
survive — hunting  knife,  dry 
shelter,  and  a  warm  pair  of 
JanSport  jeans  made  from  heavy 
duty  denim  bar-tacked  where  you 
need  them  most  and  lined  with  soft 
flannel  to  keep  you  toasty  warm. 
So  when  that  Blue  Northern  whips 
through  this  winter,  you  can  wink 
and  give  them  a  warm 
JanSport  smile. 
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SUPPLIER  QUALITY  ASSURANCE  SURVEY  REPORT 


OIVISHDN 
SURVEYOR 


□  MTRODOCTORY 

□  UNSCMEOULEO 


SUPPLIER  PAAENT  COMPANY 
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1 

2 
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4 
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A.  SUPPLIER  ORGANIZATION  □  p^rtM«rwgef 
lepon*  to  (obtain  orflanuailon 


JEfiglnMn_ 
MANY  □  InapMtori 
rn  AnnlyiU 


3  lnw>*Sloo  fuftdlon  raportc  to       □  Ou«Mv  U»n«fl«T       «  70TA1.  EMPLOYEES 
□  Olh«<  □  PfodtKlK>n 


Do«a      QuaMy  organiialiDn  h 


•  •  00«lriv  m«ou«WQ  YmQ  No 
It  Btn*  N  Wa>  R«v>B*d   


■  DTogram  lor  training  qoaIXy  pi 


Indlcaia  YES.  NO.  or  N/A  [not  appllcabi*) 
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Quality 
Olhat 


d  (ra<iu«<icy  of  Intpacton  ia     1  D0%  Inapaciion 
SampHngpai  Mil  Std  105 


■  ilatiatteal  piocaaa  c 


CUALITY 

By  whOM  authority?  PHOOOCTON 


/J}m  rejomwi^yvur  own  ht4stness. you  aw  create  wur  (nni  business  fcmns 


Arthur  Young 


TO:    SAN  JOSE  OFFICE 
Robert  Donzelli 

SUBJECT:    Increasing  Productivity 


FROM;  NATIONAL  OFFICE 
John  Sifonis 

DATE;  March  18,  1^6 


Enlargements 


Dear  Bob. 

The  lollowrng  graphs  vividly  depict  the  productivity  gains  a  company  could  achieve  by  using  the 
tools  and  techniques  we  discussed  m  our  telephone  conversation  last  week.  As  vwe  disc-jssed.  the 
implementation  of  these  productivity  tools  will  save  much  time  and  effort,  and  result  m  re  directing 
maintenance  and  enhancement  resources  to  the  systems  development  area. 


FY  '86  •  Current  ProfecUon 


FY  '86  '  With  Productivity  Tools 


y-^  ^"""V.  Sysloms  v^^X  Syetems 

Mainlenance^*"**— ^^^^^   Enhance  men  Is  Mainisnance^^'™"^^^^^  Enhancements 


Based  on  our  experience,  additional  improvements  may  be  possible  through  the  application  of  our 
systems  methodology  We  believe  that  further  analysis  may  define  opporlunities  to  provide 
additional  competitive  advantages.  Please  call  me  to  discuss  the  details. 


Reductions 


Best  regards, 


Now  you  can  have  your  copies  enlarged 
up  to  154%  or  reduced  all  the  way  down 
to  65%  of  original  size  at  AlphaGraphics 
Prinishops  Of  The  Future.  Ajid  at  Alpha- 
Graphics  you  can  have  your  copies  just 
the  way  you  want  them: 
•  You  can  have  copies  made  on  your 
osvn  lenerhead,  or  on  colored  and  tex- 
tured Slock. 


•  You  can  even  have  copies  made  on  label 
stock  or  on  transparencies  for  overhead 
projection. 

>\'heo  you  need  enlargements,  reductions, 
multiple  copies  of  multiple  pages  or  just 
about  anything  on  paper,  come  on  in  and 
let  us  help  you  make  a  good  impression. 


I  cc;  Dick  Welsh 


We  take  business  personally. 


fllphflSrapliiGS 

Pfintshops  Of  The  Future 


mmmmimmmmmmmmmmmfliliKKfKm  ' ' 

Now  you  can  integrate  graphics  untb  text  without  using  smudgy,  not  soniin,  »hirhri\ 


Anyone  with  a  reasonably  nimble  nu  h  w 
Jorads.Jhviy 


For  Fronchisfe  Information  call 
1  -800-528-4885 


,i>7iera  readv  art 


tilTAke  us  at  least  Sk  Pages  ID 
Explain  Desktop  publishing. 


These  six  pages  should  do  nicely  That  concept  being,  the  people 
No,  they  areht  the  work  of  a  pro-  who  are  responsible  for  business 


essional  artist. 

Or  a  professional  typesetter 

Or  a  professional  printer 

But  the  handiwork  of  an  ordi- 
lary  pair  of  human  hands.  Using 
)ur  not-so-ordinar\'  Macintosh™Plus 
:omputer,  LaserWriter™ Plus  printer 
ind  software  like  our  own  MacDraw™ 
ind  MacProject™  Micro-  — 
oftsWord  and  Excel,  and 
ddus'  PageMaker 

Wliich  is  the  whole 
dea  behind  desktop  pub- 

.  ,  ,  !      ,       Ih  iwy  III  luni  runs  tij  iiiKiiiilih'lx'nsilik' 

ISning,  a  concept  Apple    numbers  Ilke  Ik  Iraditmmil  nuipul  on  //» 


irtually  invented. 


communications  can  now  use  our 
Macintosh  Plus  and  LaserWriter  Plus 
to  save  two  things  they  had  problems 
saving  before.  Time  and  money 

Time,  because  you  can  create 
and  print  your  own  newsletters,  con- 
tracts, data  sheets,  overhead  transpar- 
encies, manuals,  memos  and  forms 
faster  than  you  can  run 
downstairs  for  coffee 
and  donuts. 

And  money  because 
of  all  the  big  type  and 
art  production  bills 


Which,  in  the  end,  means  an  Apple® 
Desktop  Publishing  System  will  vastly 
improve  the  looks  of  one  more  very  im- 
portant page  in  your  company: 

Your  budget  sheet. 


lefi.  into  a  single  amj/rek'Nsu  v  chart  >  i 

uith  an  Apple  Desktop  Publishing  System.   yOU  WOnt  De  paying, 


)  1986  Al)ple  Computer  Inc.  Af>ple  and  the  .A/iple  logo  are  registered  trademarlis  qfA/>ple  Computer  Inc.  UtstrKi-iler  MacDraw  and  MacFroject  are  Irculemarks  oj.^yipte  Computer  Inc.  Macintosh  iv  a 
ademark  of  Mcintosh  l^oralones  and  is  being  used  with  its  e.y>reis  permission.  Microsoft  is  a  rmslered  trademark  of  Microsoft  Cotjioration  PageMaker  is  a  regkstered  trademark  of  Aldus  Corporation, 
tran  authmzed  Apple  dealer  near  you.  call  (800 )  446-3000  ext.  50.  In  Canada  call  (800)  268-  7796  or  (800 )  268  7637. 


1986  Annual  Mutual  Funds  Survey 


Since  the  1982  bull  market  began,  a  riot  of  mutual  funds  has  been 
loosed  on  investors.  Forbes  helps  you  make  sense  of  the  melee. 

Out  of  proliferation, 

confusion 


By  Laura  Saunders 


Ml 


MERiCANS  HAVE  DISCOVERED  mutual  funds — the 
small  investor  and  the  more  substantial  one  as 
well.  In  the  last  12  months  to  June  30,  the 
number  of  equity  and  bond  funds  has  jumped 
31%,  to  1,199.  Fidelity  Investments,  the  Bas- 
kin-Robbins  of  fund  selling,  has  108  portfolios. 

"The  specific,  the  regional  and  the  foreign  have  really 
taken  off.  It  looks  like  we  could  have  a  fund-a-day  year," 
says  Deborah  Patterson,  who  has  lately  been  staying  up 
nights  in  order  to  keep  track  of  SEC  filings  for  the  Mutual 
Fund  Monitor. 

How  is  the  poor  investor  to  make  sense  of  it  all?  Forbes 
has  been  rating  equity  mutual  funds  since  1956,  using  a 
formula  that  rewards  consistency  of  results.  Consistency? 
Yes.  Most  surveys  use  a  straight-line  method  that  rewards 
funds  with  a  single  spectacular  performance,  whereas  we 
seek  out  those  that  do  well  year  after  year  and  in  varied 
markets.  Remember  this:  Last  year's  results  are  a  poor 
predictor  of  this  year's,  but  good  performance  over  a  long 
time  does  have  a  certain  predictive  value  for  the  future.  In 
the  tables  beginning  on  page  1 12,  Forbes  lists  1,339  stock, 
bond  and  money  market  funds  and  assigns  consistency 
ratings  to  the  3 1 6  equity  funds  in  existence  long  enough  to 
be  measurable.  This  year,  for 
the  first  time,  we  rate  tax- 
able bond  funds,  using  a  sim- 
ilar yardstick.  Features  on 
the  fund  business  follow  the 
tables. 

Read  the  survey  carefully 
if  you  are  a  fund  investor  or 
considering  becoming  one. 
The  choices  before  you  are 
overwhelming.  Available  or 
in  the  works  are  a  junk  bond 
fund  for  nonresident  aliens;  a 
fund  for  employees  of  reli- 
gious groups  and  cemetery 
companies;  a  Germany  fund, 
a  France  fund,  an  Italy  fund, 
two  Australia  funds  and  two 
Scandinavia  funds.  A  fund 
for  Muslims;  a  fund  that 
buys  only  shares  of  compa- 
nies in  OhiO;  and  a  fund  that 


Where  to  find 
mutual  funds  tables 


Stock  funds   112 


Balanced  fund.<i   

  150 

Municipal  bond  funds  

  161 

Money  market  funds: 

  172 

•  General  money  market  funds   

  174 

•  Tax-free  money  market  funds   

  182 

  186 

Fund  features  begin  on  page  834. 


lets  you  exchange  your  shares  in  South  African  precious 
metals  firms  for  fund  shares  invested  in  non-South  African 
precious  metals  firms. 

The  fund  industry,  responding  to  investor  demand,  has 
created  a  product  to  meet  every  conceivable  investor  need, 
and  a  few  besides.  In  the  first  six  months  of  this  year 
investors  dumped  $75  billion  more  into  stock  and  bond 
funds  than  they  withdrew.  That's  only  $5  billion  shy  of  the 
total  for  all  of  last  year,  and  triple  the  amount  invested  in 
all  of  1984.  Business  is  so  good  that  Fidelity,  the  king  of 
fund  marketing,  in  the  past  few  years  has  begun  levying 
loads  of  2%  or  3%  on  its  popular  equity  funds. 

Newcomers  to  the  mutual  fund  business  include  veter- 
an money  men  like  Mario  Gabelli;  Fred  Alger,  a  former 
star  jumping  back  into  the  business  while  running  numer- 
ous TV  ads  promoting  his  firm's  image;  and  banks  like 
Chemical  and  Security  Pacific.  Banks  can't  sponsor  or  sell 
funds  directly,  but  can  manage  portfolios  and  supply  lists 
of  depositors  to  fund  marketers.  Pension  fund  managers, 
such  as  Dimensional  Fund  Advisors  in  Chicago,  and 
Miller,  Anderson  &  Sherrerd  in  Bala  Cynwyd,  Pa.,  are 
using  in-house  funds  to  run  institutional  money.  (Forbes 
doesn't  catalog  funds,  like  these,  not  open  to  the  general 
public.)  For  all,  "The  barriers  to  entry  are  few,  relative  to 
sponsors'  dreams  about  how  much  money  they  can 

make,"  says  Michael  Lipper, 
whose  Lipper  Analytical  Ser- 
vices sells  fund-rating  data  to 
the  funds  themselves. 

For  established  fund  fam- 
ilies like  Fidelity,  Vanguard 
and  T.  Rowe  Price — much  as 
for  tobacco  or  cereal  compa- 
nies— more  brands  mean 
more  chances  to  snare  inves- 
tor dollars.  "If  it  costs  $100 
to  put  an  investor  on  the 
books  and  he  puts  only 
$1,000  in  a  growth  fund,  it 
takes  too  long  to  break  even. 
You've  got  to  get  his  money 
market  and  bond  fund  mon- 
ey, too,"  says  Stanley  Egener, 
president  of  Neuberger  & 
Berman  Management,  of 
Partners  Fund  and  Guardian 
Mutual  Fund  fame. 


100 


Specialized  funds  also  mean  a  better  shot  at  the  best 
advertising  there  is:  making  the  top-ten  quarterly  perfor- 
mance lists  that  naive  investors  love  to  read.  In  any  one 
period,  one  segment  of  the  market  will  outperform  others. 
If  a  fund  family  covers  all  the  bases,  it  will  have  a  better 
chance  of  having  a  fund  or  two  on  the  list.  Fidelity's  Select 
Retail  is  up  16%  in  the  latest  quarter.  Naturally,  that  one 
gets  a  bit  more  advertising  than  Select  Electronics,  one  of 
the  worst  performers. 

For  too  many  investors,  the  result  of  this  plenitude  is 
sheer  confusion — and  a  strong  temptation  to  pay  a  broker's 
load  in  order  to  avoid  arduous  self-education.  The  brokers 
love  that.  They  hauled  in  $1.8  billion  last  year  in  fund 


sales  commissions,  up  from  $122  million 
in  1 98 1 .  Yet  with  a  little  study  most  inves- 
tors could  find  an  equally  suitable  no-load 
mutual  fund  to  meet  his  or  her  needs — and 
with  substantial  savings:  On  a  $5,000  in- 
vestment, load  charges  can  take  as  much 
as  $425  right  off  the  top. 

The  proliferation  of  funds  strikes 
some  skeptics  as  a  sure  sign  of  a  market 
top.  But  the  flood  goes  on.  "I  think  the 
number  of  funds  available  could  double 
by  the  end  of  next  year,"  says  Neuberger 
&.  Herman's  Egener.  ■ 


Total  number  of  equity  and  bond  funds 


500 


See  how  they  grow 


400 


As  the  public  has  dumped  money  into  funds, 
promoters  have  dumped  new  funds  on  the  pub- 
lic. In  the  last  three  years  the  number  of  bond 
and  equity  funds  has^nearly  doubled 
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A  longer  prime  of  life  means  growth  for  0-l's 
long  term  health  care  business. 


A  key  element  in  our  profitable  growth  strategy  is  the  long  term  health  care 
usiness.  Our  subsidiary,  Health  Care  and  Retirement  Corporation  of  America, 
5  already  the  fifth  largest  investor-owned  operator  in  this  high-return  business— 
nd  growing  rapidly. 

America  is  growing  older  and  more  affluent.  And  senior  citizens  are  in- 
reasingly  seeking  a  distinctive  lifestyle  and  high  quality  care.  HCR's  strategy  is 
D  be  the  provider  of  choice— offering  the  best  in  long  term  care,  assisted  living 
nd  retirement  communities.  We're  regularly  making  acquisitions  which  fit  this 
trategy,  and  will  add  several  thousand  beds  in  1986. 

HCR  is  also  the  largest  developer  of  nursing  homes  in  the  United  States — 
onstructing  extended  care  and  other  health  related  facilities  for  itself  and 
thers.  In  addition,  HCR  leads  in  the  renovation  of  existing  facilities, 
nd  intends  to  offer  this  service  on  a  national  scale. 

Studies  indicate  the  need  for  an  additional  1.6  million  nursing  home  beds 
y  the  year  2000,  or  double  the  number  available  today.  And  HCR  will  continue 
3  play  a  leading  role  in  responding  to  this 
xplosive  demand — providing  the  finest  in 
uality  care  and  services  for  a  targeted 
egment  of  this  market. 

Owens-Illinois.  A  $3.7  billion  global 
rganization  focused  on  profitable  growth, 
ou  should  get  to  know  us  better.  The 
rognosis  is  excellent.  OWENS-ILLINOIS 


Toledo,  Ohio  43666 


1986  Annual  Mutual  Funds  Survey 


You  II  he  tempted  to  sign  up  for 
the  fund  with  the  hottest  record. 
Stop,  take  a  deep  breath  and 
sign  instead  for  consistency. 

Buyer's  guide 


By  Laura  R.  Walbert 
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e've  said  it  before.  We'll  say  it 
again:  Last  year's  results  are  a 
very  poor  predictor  of  this  year's. 
Indeed,  if  the  market  was  up 
strongly  in  the  previous  year  and 
now  heads  down,  then  you  can  bet  that  last  year's 
winners  will  be  this  year's  losers. 

What  is  one  to  do?  Forget  the  hot-performer 
list.  Look  for  a  fund  that  has  a  history  of  doing 
respectably  well  in  both  bull  and  bear  markets.  In 
the  Forbes  rating  system,  that  means  a  fund  that 
gets  a  B  or  better  in  up  markets  and  a  B  or  better  in 
down  markets. 

Consistency  is  everything.  During  a  bull  mar- 
ket like  this  one,  with  the  Standard  &.  Poor's  500 
up  35.8%  during  the  12  months  ended  June  30, 
plenty  of  funds  can  post  enticing  gains.  But  too 


often  investors  jump  into  those  fastest-rising  funds  just  as 
the  market — and  the  fund — is  running  out  of  steam. 

Likewise,  after  a  painful  bear  market,  too  many  inves- 
tors cling  to  the  most  conservative  funds,  at  exactly  the 
wrong  time.  Since  no  one  can  predict  market  swings  with 
acceptable  regularity — and  we  mean  no  one — an  investor 
needs  a  fund  that  performs  well  in  fair  weather  and  in  foul. 

It's  a  matter  of  simple  arithmetic.  Suppose  a  fair-weath- 
er fund  is  up  50%  during  the  bull  market  and  loses — being 
probably  highly  volatile — 35%  when  the  market  falters. 
Someone  who  had  invested  $10,000  with  such  a  fund 
would  be  left  with  $9,750  after  these  two  swings,  a  $250 
loss  despite  the  fund's  early  success. 

Now  suppose,  instead,  you  put  your  money  with  a  more 
steady  performer.  During  the  bull  market  period  this  fund 
earns  only  25%,  but  it  falls  only  10%  when  the  market 
drops.  Your  $10,000  investment  would  be  worth  $11,250. 
By  going  for  consistency  rather  than  for  hot  performance, 
you're  $1,500  ahead  of  the  other  fellow. 

The  ability  to  capitalize  on  a  market  upswing 
and  preserve  capital  during  a  market  downswing 
is  what  the  Forbes  rating  system  measures.  We 
grade  funds  separately  on  how  well  they  do  in  bull 
markets  and  how  well  they  do  in  bear  markets. 

Our  formula  is  fairly  complicated,  but  the  es- 
sence of  it  is  that,  long  run,  you  will  be  ahead  if 
you  pick  a  fund  that  performs  tolerably  well  in 
both  up  and  down  markets  rather  than  one  that 
does  spectacularly  in  bull  markets. 

Our  grading  is  on  a  curve.  If  all  funds  did  worse 
than  the  averages  during  one  leg  of  a  bear  market, 
the  least  bad  can  still  earn  an  A.  Balanced  funds, 
which  invest  in  both  bonds  and  stocks,  are  rated 
on  their  own  grading  curve,  beginning  on  page 
146.  The  ratings  cover  the  9^/*  years  from  Sept.  30, 
1976  to  June  30,  1986  and  include  three  up-and- 
down  market  cycles  (see  chart,  p.  1 12) 


Through  the  back  door 


If  you  call  up  the  Pennsylvania  Mutual  or  Explorer 
funds  and  ask  about  buying  shares,  you'll  be  told 
to  get  lost.  Politely,  of  course.  These  consistently 
superior  funds — and  nearly  two  dozen  more — don't 
want  any  more  shareholders  right  now.  At  Loomis- 
Sayles  Capital  Development  there's  a  six-month 
wait.  Can  an  outsider  buy  them  anyhow?  Yes — but. 

Mutual  fund  shares  can  generally  be  transferred 
just  like  other  securities.  All  it  takes  is  a  buyer  and  a 
seller  and  perhaps  a  broker  to  bring  them  together. 
Indeed,  in  the  late  1960s  and  into  the  1970s  more 
than  two  dozen  mutual  funds  were  traded  over-the- 
counter.  They  were  open-end  funds  because  the  fund 
manager  would  redeem  shares  at  net  asset  value.  But 
they  wouldn't  sell  new  shares.  New  investors,  if 
they  couid  get  in  at  all,  could  do  so  only  by  buying 
out  an  existing  shareholder — at  a  premium,  if  the 
■!  v>'As  hot. 

■  .  Rowe  Price  New  Horizons  Fund,  for  exam- 
•  .V,  L  -iJed  over-the-counter  at  hefty  premiums  in 
'hv  growth-stock  bu-I  market  of  the  late  1960s. 


Quite  an  irony,  considering  how  poorly  the  fund 
performed  when  the  crash  came  in  1973. 

Today  the  secondary  market  in  shares  of  mutual 
funds  that  have  closed  their  doors  has  all  but  van- 
ished. The  funds  themselves  now  frown  on  the  prac- 
tice. It's  fine  if  you  give  shares  to  your  granddaugh- 
ter, but  you  will  have  to  do  a  bit  of  explaining  if  they 
think  you're  selling  them  at  a  premium.  "We  just 
would  not  approve  it,"  says  Robert  Paczkowski,  trea- 
surer of  the  closed  Sequoia  Fund,  of  suspect  trans- 
fers. They  would  be  acting  within  their  rights,  since 
they  can  control  the  transfer  of  a  registration  on  their 
own  books.  Of  course,  if  you're  determined,  you 
could  probably  put  shares  in  a  trust  in  your  name  and 
then  sell  the  interest  in  the  trust  to  someone  else. 

"We  wondered  whether  some  enterprising  young 
broker-dealer  would  try  to  make  a  secondary  mar- 
ket," says  Jeremy  Duffield,  senior  vice  president  at 
Vanguard  Group,  which  has  closed  three  of  its  funds. 
"No  one  has.  Maybe  it's  not  worth  the  effort  or  the 
premium  price." — Mark  Clifford 
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REDUCE  A  HELICOPTER'S  SOUND 
TO  A  SHADOW  OF  ITS  FORMER  SELF 

The  sound  of  a  helicopter  providing  life-saving 
speed  for  the  ill  and  injured,  or  a  fast  response  by 
law  enforcement  agencies,  has  been  a  welcome 
intrusion  in  our  communities.  But  now, 
helicopters  go  about  doing  good,  they  c 
more  quietly. 

Traditional  helicopter  designs  have  taih 
with  two  blades  which  must  rotate  rapidly  to 
provide  directional  control.  Our  engineers  devised 
a  slower-turning,  four-bladed  rotor  that  provides 
equal  control  but  reduces  noise  by  fifty  percent! 
rhis  better  w  ay  to  fly  not  only  helps  keep  our 
neighborhoods  safe  and  quiet,  it  helps  our  military 
crews  go  quietly  about  their  missions 
We're  creating  breakthroughs  that  m 
in  the  way  things  work  and  the  way  peo 
VVe're  McDonnell  Douglas. 


For  more  information,  write 
Helicopters,  McDonnell  D 
Box  14526,  St.  Louis,  MO 


"ELICOPTERS      HEALTHCARE.     MILITARY  &  COMMEf^lAL  AIRCRAFT      INFORMATIOM  SYSTEMS      SPACE  &  MISSILES      FINANCING  ENERGY 


This  year,  for  the  first  time,  we  also  rate  taxable  bond 
funds  separately  in  up  and  in  down  markets.  The  swings  in 
the  bond  market  also  cover  three  market  cycles,  but  with 
different  end-points  (char, ed  on  p.  150).  Take  a  look  at  the 
grades.  As  with  stock  funds,  there  are  fair:wcather  funds 
and  foul-weather  funds,  but  the  best  choice— the  world 
being  as  uncertain  as  it  is — would  be  a  bond  fund  with  a 
reasonable  showing  under  both  circumstances.  Over  the 
past  9%  years  T.  Rowe  Price  New  Income  Fund  almost 
always  held  short-term  bonds  rather  than  long-term  ones, 
so  it  did  extremely  well  when  interest  rates  were  rising 
and  poorly  when  rates  were  falling.  New  Income  rates  an 
A -I-  during  bear  markets.  But  the  same  caution  left  it  with 
an  F  for  up  markets. 

We  tinker  with  the  raw  performance  numbers  to  keep  an 
unnaturally  good  or  bad  performance  in  any  one  period 
from  having  too  large  an  effect  on  a  fund's  rating.  Without 
this  adjustment,  gold  funds  would  be  spectacular  perform- 
ers, when,  in  fact,  their  great  showings  are  ancient  history. 

Now  that  you  have  the  ratings  in  hand,  you  simply  need 
to  choose  a  fund  with  the  right  amount  of  risk  for  you.  If 
you're  looking  for  a  stock  fund  and  you  would  willingly 
suffer  some  bear  market  losses  in  order  to  enjoy  a  breath- 
taking bull  market  gain,  you  might  look  at  funds  with  a 
bear  market  rating  as  low  as  a  C  if  the  fund  also  boasts  a 
bull  market  rating  of  A  or  A-t-.  Twentieth  Century 
Growth,  Weingarten  Equity,  AMEV  Growth  and  IDS 
Growth  are  good  examples. 

On  the  other  hand,  it  you're  the  conservative  type,  you 
may  want  to  stick  with  stock  funds  that  offer  an  A  or  A -I- 
rating  for  down  markets  and  less  of  a  ride  during  bull 
markets.  If  that's  the  case.  Mutual  Shares,  Source  Capital 
and  Fidelity-Equity  Income  each  averaged  over  20%  a  year 
for  the  past  decade  and  earned  As  in  down  markets. 

All  performance  numbers  in  the  tables  beginning  on 
page  112  are  stated  before  sales  commissions  and  taxes. 
Yet  sales  loads  do  eat  into  an  investor's  real  return.  So  for 
the  funds  on  the  honor  roll  (seep.  J  JO),  we've  calculated  a 
hypothetical  investor's  earnings  since  1976  with  taxes  and 
sales  loads  deducted.  Look  in  the  column  labeled  "Hypo- 
thetical investment  results."  However,  all  other  perfor- 
mance numbers  listed  in  the  honor  roll  table  and  in  the 
main  tables  are  before  taxes  and  sales  loads.  "Average 


annual  total  return"  is  the  fund's  total  return  for  the 
years,  on  a  compound  annual  basis. 

The  column  "Annual  expenses  per  $100  assets"  shows 
the  fund's  management  fees  and  operating  expenses,  ex- 
pressed per  $100  of  average  net  assets.  A  double  dagger  [t] 
appears  if  the  fund  also  has  authorized  a  so-called  12b-l 
plan,  which  allows  the  fund  management  to  dip  into 
shareholders'  money  to  pay  for  advertising  or  brokers' 
commissions.  Watch  out  for  these  12b- Is.  The  12b-l  ex- 
pense is  incorporated  into  the  annual  expense  total,  but  we 
remind  you  of  it  because  it's  an  insidious  load  that  careful 
shoppers  will  avoid.  Money  spent  hustling  the  fund 
doesn't  help  your  pot  grow. 

Closed-end  funds,  which  are  bought  like  shares  of  IBM 
or  GM,  have  a  fixed  number  of  shares  that  can  trade  at  a 
premium  or  a  discount  to  the  fund's  underlying  asset 
value.  For  a  list  of  closed-end  stock  funds,  see  the  begin- 
ning of  the  distributor  tables  on  page  186. 

Most  funds  are  open-ended;  that  is,  they  sell  more  shares 
when  more  money  comes  in.  Load  funds  are  bought 
through  brokers,  no-loads  directly  from  a  distributor,  usu- 
ally the  fund  operator  itself.  Whether  you're  calling  a 
distributor  or  meeting  with  a  broker,  ask  for  the  fund's 
"statement  of  additional  information"  along  with  the  pro- 
spectus. In  those  two  documents,  you'll  find  all  the  details 
about  fund  fees,  performance  and  management. 

Much  of  our  raw  data  comes  from  CDA  Investment 
Technologies,  a  Silver  Spring,  Md.  consultant  to  money 
managers.  Raw  performance  data  on  municipal  bond  funds 
come  from  CDA  and  Lipper  Analytical  Services.  The  yield, 
or  return  from  income  dividends,  is  based  on  the  June  30, 
1986  net  asset  value  and  dividends  received  during  the 
prior  12  months. 

We  exclude  from  the  survey  funds  that  are  closed  to  the 
public,  such  as  the  Elfun  funds  for  General  Electric  em- 
ployees and  many  funds  available  only  to  corporations.  We 
also  exclude  personal  holding  companies  like  Baldwin 
Securities. 

Here,  then,  is  the  information  the  investor  will  need  to 
choose  a  mutual  fund — or  to  measure  funds  he  owns 
against  others.  Adapting  the  information  to  your  own 
circumstances  will  take  a  bit  of  work.  But,  then,  nothing 
worthwhile  comes  without  effort.  ■ 


Shake  the  apple  tree,  but  don't  cut  the  limbs 


Remember  the  old  wheeze  about  the  two  respect- 
able Boston  ladies  who  turned  to  prostitution 
rather  than  dip  into  their  capital?  Spending  capital 
may  no  longer  be  thought  a  sin,  but  it  is  an  almost 
certain  way  to  go  broke.  Failing  to  realize  this,  tens 
of  thousands  of  investors  confuse  yield  and  total 
return,  and  thereby  consume  their  own  capital. 
Here's  the  story: 

A  fund  rnay  advertise  that  its  return  was  23.6%  for 
the  past  12  months.  Now,  no  sensible  securities 
yield  23.6% — nor  did  they  even  at  the  height  of  the 
Paul  Volcker  interest  rate  squeeze.  What  the  fund 
means  is  that  its  income  from  dividends  plus  its 
capital  appreciation  added  up  recently  to  23.6%  of 
the  starting  principal  amount.  But  don't  confuse  this 
with  yield.  Most  of  that  23.6%  came  from  market 
appreciation — which  is  neither  predictable  nor  sus- 
'ainabie  at  that  rate,-  the  actual  yield  from  dividends 
31.  :i  imerest  was  probably  3%  or  4%.  Now,  let  us 


suppose  that  in  the  next  12  months  the  stock  market 
drops  10%  and  takes  the  fund  down  10%  with  it. 
The  fund  might  still  yield  3%  in  dividends,  but  it 
would  have  a  total  return  of  -7% . 

You  can  be  sure  that  fund  will  not  run  big  adver- 
tisements trumpeting:  Our  return  last  year  was  -7% . 
Nor  will  it  tell  you  that  with  inflation  at  4%,  your 
return  in  terms  of  purchasing  power  was  -11%.  A 
similar  problem  arises  with  option  funds,  as  we 
explain  elsewhere  in  this  issue.  They  have  a  way  of 
making  a  return  of  capital  look  like  yield. 

Let's  put  it  this  way:  Yield  is  like  the  apples 
produced  by  apple  trees,  but  capital  gains — or 
losses — are  the  growth  or  shrinkage  of  the  limbs  that 
produce  the  apples.  Eat  the  apples,  but  take  it  easy  on 
cutting  the  limbs  for  firewood.  Translated  into  in- 
vestment advice:  Don't  buy  a  fund  just  because  it 
promises  you  a  high  "return"  based  on  recent  perfor- 
mance.— J.W.M. 
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WfMTDOESmAKE 
TO  PRODUCE  AINNUAL  COMPOUND 
GROWTH  OF2ryoFOR21  YEARS? 

AGEMUS 
FOR  MANAGING  MO]NEY. 


SYSTEMS  DESIGNED  TO  FIND 
THE  RARE  OYSTER  WITH  THE  PEARI, 


Meet  Fred  Alger.  The  legendary 
money  manager  whose  unique 
investment  disciplines  over  21  years 
have  consistently  outperformed  the 
market  averages.  We  know  of  no 
other  manager  of  diversified 
equity  portfolios  who  can  match  that 
record. 

$10,000  invested  with  Fred 
T  \^  ^  kd  Jk        Alger  in 
1965  would 
w  ^I(>itVV       have  grown 
to  $679,395 
today; a 
gain  of 
better 
than 


Alger's 
analyst? 
follow 
1,400 
stocks 
-250 


FRED  ALGEK:  THK  M  AN  BEHIM)  THE  LEGEND. 

21%  compounded  annually  and 
more  than  10  times  the  gain  in 
the  S&P  500  over  the  same  span.* 

First  and  foremost,  Fred  Alger 
is  a  research  organization.  Unlike 
most  Wall  Street  money  managers, 
Alger  will  not  buy  outside  research. 
Because  you  can't  outperform 
everybody  else  by  using  everybody 
else's  research. 

The  original  research  generated 
by  Alger's  30  handpicked 
analysts  is  not  for  sale  to 
anybody.  Only  Alger  ana- 
lysts can  use  it.  And  only 
Alger  clients  can  benefit 
ft*om  it. 

They  benefit  from  a 
higher  productivity  of 
superior  investment  ideas.  | 

RESEARCH  AVAILABLE  ONLY 
TO  OUR  MANAGED  ACCOUNTS. 


more 
than 
Merrill 
Lynch- 
continuously. 
And  Alger's 
analysts  have  devel 
oped  computer  models  so 
sophisticated,  they  can  often 
forecast  a  company's  earnings 
more  accurately  than  all 
the  gnomes  on  Wall  Street. 

His  11  senior  analysts  and  19 
research  associates  are  possibly 
the  most  talented,  most  intuitive  on 
Wall  Street.  Armed  with  an  uncanny 
ability  to  discover  the  rare  pearl  in 
the  oyster,  they  search  out  what  he 
calls  the  "serendipitous  factor," 
found  only  <»oo<»| 
m  compa- 
nies with  a  600 
rapid  posi-  ^ 
tive  change 
in  their  life  4oo 
cycle  or  a 
high  unit 
volume  200 
growth 
rate. 

There 
are  no  port 
folio  man- 
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•Throufih  March  31.  1986.  ReoulU  for  Alfipr  and  for 
the  S&P  500,  an  unmanaged  index  of  oummon  storks, 
reflerl  rapilal  appreciatiun  and  di\idend  reinvestment 
but  nut  payment  uf  advisory  fees  to  .\Jger. 


FRED  ALGER 
MANAGEMENT.  INC. 


i.S  '70  '75 

OUTPERFORMING  THE 
BETTER  THAN  10  TO  1  SI 

agers  or  investment  committees 
at  FVed  Alger.  His  analysts 
make  all  buy  and  sell  decisions, 
and  are  held  strictly  account- 
able. With  Alger's  research  sys- 
tem constantly  generating  better 
ideas,  the  performance  of  every 
stock  already  in  his  portfolio  is 


scrutinized 
twice  a 
day.  Only 
the  fittest 
stocks 
survive. 
Fred  Alger 
Management, 
Inc.  Unique 
investment 
disciplines  and 
uniquely  talented 
people  that  add  up  to  a  genius 
for  managing  money.  A  genius  that 
over  21  years  has  compiled  an 

extraordinary  record. 

While  not 
guaranteeing  future 
performance,  it  is 
a  genius  that  promises 
FVed  Alger's  clients  the 
greater  likelihood  of 
success. 

Success  that  could 
be  yours. 

Interested  pension 
fund  sponsors  and  indi- 
vidual investors  should 
call  Krista  Woodall, 


'80 

S&P  500 
NCE  1965. 

Senior  Vice  President,  at 
1-800-223-3810,  ext.  400  (in  New  York, 
call  coUect  212-806-8800,  ext.  400). 
To  request  a  copy  of  our  performance 
report  as  prepared  by  Coopers  & 
Lybrand,  write:  Fred  Alger 
Management,  Inc.,  Dept.  450, 
75  Maiden  Lane,  New  York,  NY  10038. 


FRED  ALGER 
MANAGEMENT,  INC. 


This  is  Motorola's 
display  pager  and 
message  center. 


Optrx®  display  radio  pager  (at  right)  fits  in  a  shirt  pocket, 
oners  tone  alert,  optional  voice  alert,  and  12  character 
scrolling  lighted  readout. 

Message  center  (above)  produces  hard  copies  of  your 
messages  while  charging  Optrx®  battery. 

®  1986  Molorola.  Int  Motorola,      and  Opirx  are  registered  trademarlis  of  Motorola.  Inc. 


It  displays. 
It  beeps. 
It  even  talks. 
And  when 
you  leave  it 
behind,  it 
doesn't  just 
sit  there. 
It  takes  notes. 

(M)  MOTOROLA 

Advanced  Electronics  for 
a  More  Productive  World. 


The  1986  Annual  Mutual  Funds  Survey 


SOME  PEOPLE  PICK  FUNDS  THE  WAY  THEY  di 
horses.  They  bet  on  the  one  that  finished  first 
.last  time  out.  But  buying  the  fund  that  was  up 
the  most  last  year  is  a  prescription  for  trouble. 
Many  a  fund  that  buys  high-risk,  fast-moving 
stocks  looks  brilliant  in  a  bull  market  but  loses  its 
investors  huge  sums  in  the  inevitable  bear  market  that 
follows.  It  is  almost  axiomatic  that  people  lose  more 
money  in  hot-performing  funds  than  they  gain.  Why? 
Because  the  hot  performance  brings  in  a  flood  of  new 
money,  whereupon — almost  inevitably — the  hot  perfor- 
mance turns  cool  or  cold. 

So  how  does  a  mutual  fund  get  on  the  Forbes  honor  roll? 
Not  by  coming  in  first  in  any  year,  but  by  doing  respect- 
ably well  in  all  kinds  of  races,  in  up  as  well  as  down 
markets.  Since  one  cannot  predict  the  future,  one  wants  a 
fund  that  will  do  well,  come  what  may,  not  one  that  will 
glisten  only  when  the  sun  shines.  Alas,  no  announcement 
is  made  on  Wall  Street  when  the  market  is  about  to  change 
direction.  Thus  the  Forbes  rating  system  demands  that  a 
r^/      )        fund  earn  a  B  or  better  grade  in  both  bull  markets  and  bear 
'    j      markets  before  it  can  qualify  for  the  honor  roll.  It  isn't  hard 
I      at  all  to  win  a  B  in  only  up  or  only  down  markets — Bs  go  to 
I       the  top  45%  of  funds  in  each  group.  Earning  a  B  in  both 

^  _  j       kinds  of  markets,  however,  is  something  only  the  most 

0    ^      -  "    g       skilled  can  do. 


Fund/distributor 

Performance 
UP  DOWN 

Manager 
(consecutive  years 
as  manager) 

Net  assets 
6/30/86 
(millions) 

Maximum 
load 

Ann 

expei 
per  $ 
asst 

Acorn  Fund/Acom 

B 

A 

Ralph  Wanger  (16) 

$  425 

none 

$0 

Amcap  Fund/Amencan  Funds 

B 

A 

Michael  Shanahan  (1) 

1,506 

8.50% 

0 

American  Capital  Pace  Fund/American  Cap 

B 

A  + 

John  Roche  (1) 

2,229 

8.50 

0. 

American  Capital  Venture  Fund/ American  Cap 

B 

A 

Robert  Meyer  (1) 

415 

8.50 

0 

Claremont  Capital  Corp/closed  end 

B 

A  + 

Erik  Bergstrom  (10) 

61 

NA 

1. 

Evergreen  Fund/Lieber 

A  + 

B 

Stephen  Lieber  (15) 

714 

none 

1 

Fidelity  Destiny  Portfolio  I/Fidelity 

B 

A 

George  Vanderheiden  (6) 

1,166 

NA'' 

0. 

Fidelity  Magellan  Fund/Fidelity 

A  + 

A 

Peter  Lynch  (9) 

7,412 

3.00 

1 

Growth  Fund  of  America/ American  Funds 

A 

A 

William  Newton  (1) 

829 

8.50 

0 

Janus  Fund/)anus 

B 

A 

Thomas  Bailey  (17) 

542 

none 

1. 

Mass  Capital  Development  Fund/Mass  Financial 

A 

B 

Wilham  Harris  (16) 

1,035 

7.25 

0. 

NEL  Growth  Fund/NEL 

A 

B 

Kenneth  Heebner  (10) 

313 

8.00 

0. 

Nicholas  Fund/Nicholas 

B 

A  + 

Albert  Nicholas  (17) 

1,084 

none 

0. 

Over-the-Countet  Securities  Fund/Review 

B 

A 

Binkley  Shorts  (5) 

263 

8.00 

 1 

L 

Partners  Fund/Neuberger 

B 

A 

Phihp  Steckler  (11)" 

431 

none 

0. 

Scudder  Development  Fund/Scudder 

B 

B 

Edmund  Swanberg  (15) 

359 

none 

1. 

Shearson  Appreciation/Shearson 

B 

B 

Harold  Williamson  (5) 

279 

5.00 

1. 

Sigma  Capital  Shares/Sigma 

B 

B 

Richard  King  (19) 

102 

8.50 

Sigma  Venture  Siiares/Sigma 

A 

B 

Richard  King  (16) 

93 

8.50 



Oj 

Tudor  Fund/Weiss,  Peck 

A 

B 

Melville  Strauss  (13)  . 

191 

none 

 1 

0. 

Twentieth  Century  Select  Investors.'Twentieth  Century 

A  + 

B 

James  E.  Stowers  (15) 

1,987 

none 

1. 

United  Vanguard  Fund/Wadde!l  &.  Reed 

B 

B 

Henry  Herrmann  (10) 

525 

8.50 

1. 

Value  Liue  Leveraged  Growth  Investors/Value  Lme 

B 

A 

Mark  Tavel  (14) 

306 

none 

0. 

'Mos^  plans  have  lower  minimum  investment  requirements  for  IR-Vs  -Average  of  price-to-earnings  ratios  for  stDcks  in  ponfolio.  weighted  b\  size  of  holding 
3  i.'Ki  ^Greater  oi  security-  .sales  or  purcha.ses,  divided  b\'  average  net  as.sets.  A  measure  of  trading  activiry.  A'aiue  on  6/30/86  of  $10,000  in\  ested  9/30/^6.  after  taxe 
hypotherical  upper-income  investor  (see  text  for  details)  ^Monthly  contractual  plans  only.  ''Second  manager,  Dietrich  Weismann.  has  two  years'  tenure.  ^:Fund  has 
plan  (ciddeii  load)  pending  or  in  fc>rce.    NA:  Not  awiil.ihle  or  not  applicable. 


The 


honor  ^ 

roll  ^1 


no 
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Consistency,  then,  is  key.  We  also  demand  excellent 
performance  over  the  long  haul — a  period  that  we  define  as 
9^1,  years,  covering  three  market  cycles  (see  chart  on  follow- 
ing page).  Our  23  honor  roll  funds  have  delivered  a  20%  or 
better  compound  annual  return  for  that  period. 

To  further  narrov^  the  list,  v^e  have  added  this  year  a  new 
criterion.  Honor  roll  members  had  to  do  well  enough  after 
taxes  and  sales  charges  to  have  turned  $10,000  into  at  least 
$50,000  over  the  9y4-year  period  if  the  mvestor  reinvested 
all  dividends.  The  aftertax  results  are  shown  in  the  column 
headed  "hypothetical  investment  results."  Forbes  as- 
sumes tax  rates  that  would  have  applied  to  someone  with 
$100,000  of  gross  income  m  constant  1984  dollars,  deduc- 
tions equal  to  20%  of  income  and  four  exemptions.  Loads, 
if  any,  were  applied  at  1986  rates.  No  deduction  is  made  for 
the  additional  taxes  that  would  be  due  if  the  investor 
cashed  out  his  shares  at  the  end  of  the  period. 

The  rule  on  investment  results  penalizes  funds  paying 
out  hefty  income  and  capital  gains  distributions  (better 
that  fund  shareholders  simply  see  the  fund's  price  per 
share  go  up,  untaxed).  The  rule  also  penalizes  funds  with 
loads.  In  short,  Forbes'  rules  for  the  honor  roll  simulate 
real  life. 

This  year's  honor  roll  boasts  several  newcomers:  Part- 
ners, .Shearson  Appreciation,  Sigma  Capital  and  Value 
Line  Leveraged  Growth.  We  have  dropped  honor  roll  mem- 


bers that  are  closed  to  new  investors.  That  knocks  off  the 
list  the  excellent  Vanguard  Explorer,  Loomis-Sayles  Capi- 
tal Development  and  Pennsylvania  Mutual. 

The  "portfolio  turnover"  column  tells  whether  the  man- 
ager's style  runs  to  in  and-out  trading.  Since  trading  costs 
money,  not  only  in  commissions  but  in  the  spread  be- 
tween bid  and  ask  prices,  shareholders  should  keep  an  eye 
on  It.  Some — repeat,  some — managers  can  achieve  superi- 
or results  in  spite  of  heavy  transaction  costs.  For  the  group 
below,  "average"  turnover  means  turnover  in  the  vicinity 
of  60%  a  year. 

What  about  changes  in  fund  management?  Last  year  we 
received  a  letter  from  a  portfolio  management  executive 
noting  that  Howard  Schow,  the  man  responsible  for  much 
of  Amcap's  long-term  success,  left  the  fund  in  1983  and  is 
now  managing  Vanguard's  Primecap.  "It's  not  the  ships, 
but  the  men  who  sail  them,"  he  said.  True  enough. 

So  how  does  the  investor  make  sure  that  the  manager  of 
an  honor  roll  fund  is  the  same  one  who  achieved  the  honor 
roll  results?  We  have  allowed  for  that  by  telling  readers 
how  long  their  managers  have  reigned — shown  in  the  third 
column  below.  The  managers  of  Amcap,  American  Capital 
Pace,  American  Capital  Venture  and  Growth  Fund  of 
America  are  new  to  the  top  spot.  One  should  be  alert  to  the 
possibility  that  the  managers  who  created  the  honor  roll 
performance  are  no  longer  in  charge. — Eva  Pomice 


Weighted 

%  of 

Average 

Hypothetical 

Fund 

Minimum 

average 

assets 

Portfolio 

annual  total 

investment 

(consecutive  years 

investment' 

in  cash 

turnover^ 

return 

results^ 

on  honor  roll) 

$1,000 

28.3 

10.0% 

low 

21.8% 

$55,990 

Acorn  Fund  (3) 

1,000 

24.7 

17.1 

low 

22.3 

54,889 

Amcap  Fund  (8) 

500 

24.6 

19.1 

average 

27.1 

78,222 

American  Capital  Pace  Fund  (5) 

500 

28.1 

2.4 

high 

24.2 

59,307 

American  Capital  Venture  Fund  (4) 

none 

20.9 

24.7 

very  low 

25.0 

75,735 

Claiemont  Capital  Corp  (3) 

2,000 

17.9 

10.0 

average 

27.9 

92,297 

Evergreen  Fund  (2| 

NA' 

16.3 

1.2 

average 

24.1 

50,420 

Fidelity  Destiny  Portfolio  I  (4) 

1,000 

18.8 

1.0 

average 

35.1 

151,684 

Fidelity  Magellan  Fund  (5) 

1,000 

35.8 

11.7 

low 

23.4 

62,987 

Growth  Fund  of  America  (4) 

1,000 

31.1 

28.9 

very  high 

21.9 

50,934 

|anus  Fund  |5j 

250 

23.1 

1.5 

high 

24.1 

61,688 

Mass  Capital  Development  Fund  (2| 

250 

33.4 

0.5 

very  high 

23.8 

61,248 

NEL  Growth  Fund  (2) 

500 

19.6 

37.7 

very  low 

25.1 

75,700 

Nicholas  Fund  (5) 

500 

20.6 

7.0 

low 

24.5 

62,745 

Over-the-Counter  Securities  Fund  (51 

500 

15.1 

15.2 

very  high 

21.8 

50,716 

Partners  Fund 

1,000 

25.8 

2.8 

low 

21.7 

61,805 

Scuddet  Development  Fund  (2) 

500 

21.1 

15.4 

average 

20.7 

54,754 

Shearson  Appreciation 

none 

21.3 

26.6 

very  low 

20.9 

52,544 

Sigma  Capital  Shares 

none 

26.2 

10.0 

very  low 

23.7 

66,823 

Sigma  Venture  Shares  (2) 

1,000 

29.0 

1.5 

high 

23.1 

72,130 

Tudor  Fund  |2) 

none 

22.2 

1.0 

high 

29.6 

108,588 

Twentieth  Century  Select  Investors  (8) 

500 

26.6 

15.3 

very  high 

22.1 

52,104 

United  Vanguard  Fund  (2) 

1,000 

22.7 

5.5 

high 

24.3 

61,769  ■ 

Value  Line  Leveraged  Growth  Investors 
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1986  Fund  Ratings 


Stock  funds 


This  list  of  stock  funds  includes  funds  that  invest  abroad  listed  next  to  the  name  of  the  fund  in  this  table.  Then  ust 

and  gold  funds.  To  be  rated,  a  fund  must  be  in  existence  for  the  distributor  table  on  page  186.  Closed-end  funds  aren't 

at  least  two  market  cycles;  that  is,  since  Nov.  30,  1980.  To  distributed;  they  trade  the  way  other  shares  do,  either 

obtain  information  about  a  fund,  first  find  the  distributor,  over-the-counter  or  on  an  exchange. 


Performance 


Investment  results 

Average  Latest  12  months 
annual 


in 

in 

total 

from 

Total  assets 

Maximum 

Anni 

UP 

DOWN 
-markets  

Fund/distributor 

return 
1976-86 

total 
return 

income 
dividends 

6/30/86 
(millions) 

%  change 

'86  vs  '85 

sales 
charge 

expen 
per  $1 

Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

14.7% 
16.7% 

35.8% 
32.4% 

3.2% 
2.2% 

C 

D 

ABT  Growth  &  Income  Trust/Leshner 

14.2% 

27,8% 

5.6% 

$123 

5% 

8.50% 

$1.4 

ABT  Investment-Emerging  Growth/Leshner 

53.2 

none 

38 

180 

8.50 

2.3 

ABT  Investment-Security  Income/Leshner 

12.9 

1.4 

19 

-16 

8.50 

2.0 

•D 

•B 

ABT  Utility  Income  Fund/Leshner 

19.2 

7.9 

109 

29 

8.50 

1.5 

B 

A 

Acorn  Fund/Acorn  Fund 

21.8 

32.8 

1.2 

425 

58 

none 

0.7 

Adam  Investors/Con  way 

28.3 

3.8 

14 

88 

none 

2.5 

D 

B 

Adams  Express/closed  end 

15.8 

36.0 

3.0 

522 

29 

NA 

0.4 

Advantage  Growth  Fund/Advest 

14 

4,00b 

2.8< 

C 

B 

Affiliated  Fund/Lord  Abbett 

15.8 

32.3 

4.8 

3,125 

30 

7.25 

0.3 

B 

C 

Afuture  Fund/Afuture 

15.6 

26.1 

0,7 

25 

-6 

none 

1.6 

Alliance  Convertible  Fund/Alliance 

49 

5.50 

0.21 

Alliance  Counterpoint  Fund/ Alliance 

41.1 

1.6 

38 

101 

none 

1.4 

Alliance  International  Fund/Alliance 

93.5 

0,1 

139 

94 

8,50 

1.2. 

Alliance  Technology  Fund/ Alliance 

40.6 

none 

153 

14 

8,50 

1.1. 

C 

B 

Alpha  Fund/ Commodore 

17.0 

43.6 

2,7 

28 

34 

8.50 

1.51 

Towl  return  is  for  9''.W/~6  to  6  30; 86,  For  all  categories  other  than  nii)iie\'  markets,  funds  are  added  In  tins  section  when  the\-  exceed  milhon  in  net  a.s,sets  and  delel 
when  the\'  drop  below  $2  million.  Stock  and  balanced  funds  are  rated  only  if  in  operation  since  11/30/80.  "hund  rated  for  two  periods  onh-,  maximum  allowall 
grade  A,  'Pund  not  in  operation  for  full  period,  ^.Fund  has  12b-]  plan  ( hidden  load)  pending  or  in  force,  b:  Includes  redemption  fee  that  revens  to  distributor.  NA:  ij 
applicable  or  not  available. 

Table  of  distributors,  showing  addresses  and  phone  numbers,  begins  on  page  186. 
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ick  funds 


Investment  results 

  Average  Latest  12  months 

erformance  annual  return 

in  in  total  from  Total  assets  Maximum  Annual 
UP  DOWN  return  total  income  6/30/86  %  change  sales  expenses 
 markets            Fund/distributor  1976-86  return  dividends    (millions)  '86  vs  '85       charge  per  $100 

Standard  &  Poor's  500  stock  average  14.7%  35.8%  3.2% 

Forbes  stock  fund  composite  16.7%  32.4%  2.2% 

D               B        AMA  FundVAMA  14.3%  32.0%  1.8%  $34  18%  none  $1.60t 

B               A       Amcap  Fund/ American  Funds  22.3  29.7  1.8  1,506  25  8.50%  0.54 

C              A+     American  Capital  Comstock  Fund/ American  Cap  22  0  20.4  2.4  1,001  22  8.50  0.58 

A              D       American  Capital  Enterprise  Fund/American  Cap  19.4  33.9  17  718  13  8.50  0.61 

American  Capital  Exchange  Fund/tt  — •  27  7  2.6  51  3  none  0.69 

American  Capital  OTC  Sees/ American  Cap  — •  218  0.3  129  42  8.50  1.19 

B              AH-     American  Capital  Pace  Fund/American  Cap  27.1  23.7  3.2  2,229  47  8.50  0.60 

B              A       American  Capital  Venture  Fund/ American  Cap  24.2  17.8  0.9  415  -5  8.50  0.68 

D              A       American  Growth  Fund/ American  Growth  17.0  15.1  4  2  71  3  8.50  1.32 

B              D        American  Investors  Fund/American  Invest  7.6  22.6  2  3  82  -3  none  1.32 

D               B        American  Leaders  Fund/Federated  12.7  23.3  4.0  116  44  none  1.09t 

D              A       American  Mutual  Fund/American  Funds  18.6  31.7  3.7  1,962  47  8.50  0  46 

B               B       American  National  Growth/Securities  Mgmt  18.4  34.6  1.6  102  9  8.50  0.95 

D              A       American  National  Income/Securities  Mgmt  14.1  23.4  3.5  62  27  8.50  0.90 

American  Pension  Investors  Trust^/Amer  Pension  — '  35,6  5.1  6  NM  5.00b  1.43* 

American  Telecommunications-Growth/tt  — '  38.9  2.4  45  23  3.00b  1.32 

American  Telecommunications-Income/tt  — *  37.5  5.2  104  21  3.00b  1.07 

A               C       AMEV  Capital  Fund/AMEV  Investors  20.9  47.6  1.4  106  42  8.50  0.90 

AMEV  Fiduciary  Fund/AMEV  Investors  — •  56.2  0.8  16  103  4.00  1.50t 

A+            C       AMEV  Growth  Fund/AMEV  Investors  25.4  50.2  0.8  163  59  8.50  0.86 

•F             "B       Analytic  Optioned  Equity  Fund/ Analytic  Option  — *  15.6  3.7  84  -25  none  1.23 

B              D       Armstrong  Associates/ Armstrong  14.6  17.8  2.7  12  7  none  1.60 

A               C       ASA  Limited/closed  end  20.2  1.0  4.9  437  -4  NA  0.30 

Associated  Planners  Stock  Fund/AIM  — *  40.7  0.5  5  178  8.50  2.39 

B               F       Axe-Houghton  Stock  Fund/ Axe-Houghton  13.5  35.1  0.4  108  8  none  0.95t 

Babson  Enterprise  Fund/Jones  &  Babson  — *  23  7  1.7  62  208  none  1.58 

D              D        Babson  Growth  Fund/Fones  &  Babson  11.5  35.0  4.0  254  18  none  0.76 

Babson  Value  Fund/Jones  &  Babson  — *  29.5  2.0  5  286  none  0.93 

»B             "C        Bailard,  Biehl  &  Kaiser  International/Bailard  — '  110.6  0.7  131  111  none  0.98 

B               B        Baker,  Fentress  &  Co/closed  end  19.0  44.0  2.1  456  38  NA  0.54 

Bartlett  Capital  Trust-Basic  ValueVBartlett  — *  32.2  6.0  65  142  none  1.56t 

Bascom  Hill  Investors/Madison  — '  29.2  3.7  7  46  none  1.06 

D              B       Beacon  Hill  Mutual  Fund/Beacon  Hill  13.3  35  1  none  4  34  none  3  40 

D              A       BLC  Capital  Accumulation  FundVPrincor  16.9  37.0  3.5  56  80  8.50  0.80 

B              D        BLC  Growth  Fund/Princor  15.6  42.7  1.7  26  40  8.50  1.00 

C               C        Boston  Co  Capital  Appreciation/Boston  Co  15.0  38.6  1  3  474  50  none  0  96t 

Boston  Co  Special  Growth  Fund/Boston  Co  — •  39.0  1.3  67  49  none  1  35t 

D              C        Boston  Mutual  Fund/Boston  Mutual  11.3  21.6  1.5  7  19  none  1.36 

Brandywine  Fund/Brandy  wine  — *  — *  — '  41  —  none  1.60 

.il  i(.-turn  i.s  lor  9/,V)/"6  lo  (y,^0/H6  I-or  all  categories  othc-r  ihaii  nioncv  ni.ii  kcts,  funds  are  added  to  this  section  when  rliev  e.Nceed  $S  million  in  net  assets  .ind  deleted 

.'M  the\  drop  below  $2  million.    .Stock  and  hai.inceil  lunds  .ire  rated  onK  il  in  operation  since  1 1  30.'H0,    •Fund  rated  lor  two  jieriods  oiiK;  ni.i\iniiini  .illow.ihle 

JeA.  'Fund  not  in  operation  for  full  period-  imd  li.is  \2b  1  pi, m  i  hidden  Io.kI  i  pending  or  in  force,  +.tExchange  hind,  not  cuiientK  selling  new  sh. ires  'lormerK 
)  Fund.    "Fund  pays  a  5W>  premium  on  share  purch.i.ses  and  chaiges  j  S",,  redemption  lee,    *l-ornierly  Midwest  Group  Bartlett  li.isic  \'alue,     'I-ormei  l\  lil.(  Income 

id,  b:  Includes  redemption  fee  that  reverts  to  di,stributor,    NA  Not  .ipplic.ihle  or  not  available    NM:  Not  meaningful, 

ble  oi  distributors,  showing  addresses  and  phone  numbers,  begins  on  page  186. 
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Corromtion  CW  Commercial  Place  Nor/oU.  VA  23510-2191.  Norfolk  and  WesUm  Railway  Comftony. 
nij.  a,^d  NWth  American  Van  Un«,  Im-.  are  subsidiaries  of  Norfolk  Southern  Corpomlion.  ""^^ 


TtalOUGHERED 

Energy 


A 

ggressive.  ^^^^  "^^^k 

A.  jLL>ynamic.  ^jHfli^^l 
Responsive.  Alert; 

These  are  the  qiial-  ^I^^HB 
ities  of  a  corporation  ■ 
that  j»enerates  real  excitement. 

Ncnfolk  Southern  is  dedicated  to  industry 
leadership.  Its  skillful  consolidation  of  two 
of  America's  most  successful  railroads 
created  The  Thoroughbred-a  far-reaching, 
efficient  system  which  always  has  spoken  to 
shippers  widi  ono.  voice. 

Since  1982,  it  has  invested  over  $2  billion 
in  capital  improvements-hundreds  of  high- 
technology  locomotives,  thousands  of  miles 
of  smooth  new  rail,  and  innovation  after 
innovation.  A  computerized  network,  for 
example,  means  shippers  can  locate  rates 


^^|H|^8^^^H  and  shipments 

j^^^^ll^^^^^H  in  seconds. 
^ja^^^^^m  In 
^^^^^^^^^^^H  Southern's 
^^^^^^^^^^^^  development  special- 
ists generated  record  new  rail  revenues  by 
helping  communities  bring  over  70  new 
industries-and  30  expanded  plants-to  sites 
along  its  lines.  Intermodal  business  in- 
creased by  8.5  percent. 

The  Thoroughbred's  fine  lineage  contin- 
ued with  the  acquisition  of  North  American 
Van  Lines,  one  of  the  world's  largest 
trucking  companies. 

To  find  out  just  how  energetic  this 
corporation  is,  write  to: 'Norfolk  Southern 
Annual  Report,  One  Commercial  Place, 
Norfolk,  VA  23510-2191. 
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1986  Fund  Ratings 


Stock  funds 


Performance 

in  in 
UP  DOWN 
 markets  

Investment  results 

Average        Latest  12  months 
annual  return 
total  from 

Total  assets 

Maximum 

Am 

Fund/distributor 

1976-86 

total 
return 

income 
dividends 

6/30/86 
(millions) 

%  change 
'86  vs  '85 

sales 
charee 

expe 
oer  I 

Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

14.7% 
16.7% 

35.8% 
32.4% 

3.2% 
2.2% 

oD 

•C 

Bridges  Investment  Fund/Bridges 

31,5% 

4.0% 

$6 

44% 

1.00%r 

$1. 

B 

D 

Bull  &  Bear  Capital  Growth  Fund/Bull  &  Bear 

17.5% 

29,3 

1,2 

90 

12 

none 

1 

D 

A 

Bull  &  Bear  Equity-Income  Fund/Bull  &  Bear 

14,4 

30,2 

5,0 

8 

48 

none 

2 

Bullock  Aggressive  Growth  Shares/Bullock 

— • 

35.7 

none 

7 

20 

8.50 

1, 

D 

C 

Bullock  Dividend  Shares/Bullock 

14,2 

39.4 

3.2 

374 

28 

8.50 

0. 

C 

C 

Bullock  Growth  Shares/Bullock 

14,6 

39.9 

1,6 

180 

19 

8,50 

0, 

Calvert  Equity  Fund/Calvert 

— • 

32,1 

1,5 

9 

28 

none 

1. 

Calvert  Fund-Washington  Area  Growth/Calvert 

— * 

34,9 

0,1 

17 

NM 

6,00b 

2. 

D 

D 

Canadian  Fund/Bullock 

9.9 

4,9 

2,4 

25 

5 

8,50 

1, 

Capital  Exchange  Fund/tt 

14,9 

30.3 

1.9 

74 

18 

none 

0 

C 

B 

Cardinal  Fund/Ohio  Co 

18.8 

37.1 

2.1 

81 

153 

8,50 

0. 

Carnegie-Cappiello  Trust-Growth/Carnegie 

28.9 

1,5 

51 

71 

4.00 

1. 

Carnegie-Cappiello  Trust-Total  Return/Carnegie 

—' 

— * 

— • 

43 

— 

4.00 

2, 

Cashman  Farrell  Value  Fund/Tenneco 

— * 

— • 

— * 

6 

— 

7.50 

1, 

B 

D 

Central  Securities/closed  end 

16.4 

21.5 

1,1 

119 

18 

NA 

0. 

D 

A 

Century  Shares  Trust/Century  Shares 

17.6 

35.6 

2,6 

163 

60 

none 

0- 

B 

B 

Charter  Fund/AIM 

20,8 

35.3 

2.0 

90 

13 

none 

1, 

C 

D 

Chemical  Fund/Alliance 

12,3 

38.6 

1.4 

775 

7 

8,50 

0, 

Chestnut  Street  Exchange  Fund/tt 

 " 

34.2 

2,1 

161 

22 

none 

0 

Cigna  Aggressive  Growth  Fund/Cigna 

-* 

23,6 

0,8 

20 

117 

5,00 

1 

C 

D 

Cigna  Growth  Fund/Cigna 

14,2 

31,5 

2,4 

235 

20 

5,00 

0, 

Cigna  Value  Fund/Cigna 

-* 

19,5 

2,9 

44 

140 

5,00 

1, 

CL  Assets/closed  end 

-* 

194,1 

none 

37 

39 

NA 

1, 

B 

A  + 

Claremont  Capital  Corp/closed  end 

25.0 

44,0 

2,8 

61 

37 

NA 

1, 

Colonial  Equity  Income  Trust/Colonial 

29,3 

1,9 

11 

33 

6,75 

1 

B 

D 

Colonial  Growth  Shares/Colonial 

14,5 

31,8 

0,9 

86 

23 

6,75 

1, 

F 

•B 

Colonial  Option  Income-Portfolio  I/Colonial 

-* 

16,1 

2,6 

1,264 

-13 

J, 

0, 

Colonial  Option  Income-Portfolio  Il/Colonial 

— * 

14,6 

2,5 

214 

33 

6.75 

1,' 

A 

C 

Columbia  Growth  Fund/Columbia 

19,9 

28,6 

1,3 

292 

42 

none 

1,' 

Columbia  Special  Fund/Cniumbia 

-* 

-• 

25 

- 

none 

0,' 

D 

A 

Commonwealth  Indenture  A&B/Trusteed 

1.3,8 

27,2 

5.3 

11 

14 

7,50 

0,: 

F 

B 

Commonwealth  Indenture  C/Trusteed 

12,1 

23,6 

4.8 

43 

15 

7,50 

0. 

D 

B 

Composite  Growth  Fund^/Murphey  Favre 

13,0 

26,0 

3.5 

69 

45 

4,00 

1. 

Connecticut  Mutual-Growth/Cnnn  Mutual 

19 

6.25 

1,; 

Connecticut  Mutual-Total  Return/Conn  Mutual 

28 

6.25 

1,; 

A  + 

F 

Constellation  Growth  Fund/Prescott,  Ball 

21,5 

49,6 

none 

151 

34 

none 

1, 

Copley  Tax  Managed  Fund/Copley 

23,5 

none 

28 

115 

none 

1.' 

D 

C 

Corp  Leaders  Tr  Fund  Certificates  Set  B/Lexington 

14,9 

37,0 

4.5 

76 

26 

ft 

0.- 

C 

D 

Co5intry  Capital  Growth  Fund/Country  Capital 

12,9 

28,9 

3,1 

75 

15 

7,50 

0.; 

Total  rtiiurn    tor  9/30ro  to  &'30/.S('),    For  all  categories  other  than  money  markets,  fuiuls  .ire  .kIJcJ  to  this  section  when  they  exceed  $=i  niilln  m  in  net  assets  and  deleted 
they  drop  below  il  million.    Stock  and  balanced  funds  are  rated  onl\-  if  in  operation  sukc  1 1  30.  SO,    •Fund  rated  tov  two  periods  only;  niaxinium  allowable  grade  A,  'P 
not  in  operation  for  full  period.    tFund  not  currently  selling  new  shares.    ^Fund  has  12b-l  plan  (hidden  load)  pending  or  in  force,    tirExchange  fund,  not  currently  se 
new  shai\-s.    ■'Formerly  Composite  Fund,    "^'Funql  not  currentK-  selling  new  shares;  fund  would  charge  a  6  ^%  fee  for  share  purchases  and  charge  a  15%  redemption 
b;  Includes  redemption  fee  that  reverts  to  di.stribuior,    r  Includes  redemption  fee  that  reverts  to  fund     N.A:  Not  applicable  or  not  available,    NM:  .\ot  meaningful. 

Table  of  distributors,  showing  addresses  and  phone  numbers,  begins  on  page  186. 
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Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

14.7% 
16.7% 

35.8% 
32.4% 

3.2% 

Z.Z  /o 

Op^n  Wittpr  Cnnvprtihlp/T^pan  Wit-tor 

■-'toil    ¥T  It. id  V<UII  V  CI  1.1  UlC/  JL^Cdll   ¥»  1 IICI 

$1,342 

5.00%  b 

$1.72t 

M-f^aix  »w  iiici          *  ClUJJllJg  \JlU  W  III/  MJfZaW  » »  lllCl 

0.4% 

188 

7% 

5.00b 

l.Slt 

*-'crtii  TTiitci  i^iviuciiii  vjiu will/ jL/cdn  wmcr 

11  A 

66  A 

2.7 

1,084 

390 

5.00b 

1.55t 

•B 

•D 

r)pan  Wittpr  ItiHiictrv.ValiipH/Opan  Wit-tor 

00. U 

Z.  1 

76 

88 

5.00b 

1.24t 

Dean  Witter  Natural  Resource/Dean  Witter 

5  4 

o.U 

00 

AO 

oy 

D.UUD 

1.39t 

T~)pan  \^ittPr  Ontifkn  \nff\mt>  /I^o^n  U/ it  tor 

1  c  n 
iD.U 

Z.o 

591 

34 

5.00b 

1.94t 

i-/cau  Tviiici:  vvuiiu  vviuc  iiivcsiuiciii/ucan  wnier 

CQ  Q 

5(5. y 

U.o 

326 

233 

5.00b 

2.35<: 

D 

lipf^itiir  Infnmp  I^iin/i /T^ol'iiarira 
l-/CL,itlUI  IIICUIUC  F  UllU/ I-Zcld  WdlC 

1  7  no/ 

1  /  -U  /o 

Zo.o 

/I  0 

1,072 

39 

8.50 

0.65 

Q 

T^pl '■uT'if'p  I<iin#1  /l~)p|  au/arp 
XyClaWdlC  rUllU/  I_/ClaW(IIC 

1  7  I 

1  / .  1 

1C\  7 

z.y 

23 

8.50 

0.75 

B 

B 

Delta  Trend  Fund/Delaware 

19.1 

41 .3 

1  4 

1 10 

9A 

zo 

1  .OU 

r^pnocitrkfc  T*iinH  nr  Rnetrtn/i'i' 

^  I  7 
0  1 .  / 

1  -D 

d4 

zu 

none 

0.77 

TlPnfkGi t/^rc  f  nvPG t^  A  oorpcci vo  ^^miA7t n  /Dii t n  -im 
L/C|IU3liUl3  111  VC9l*/\gglC99l  VC  VTlU W 111/ t  Umalll 

DZ.D 

none 

HO 

1  1A 

none 

1 .72t 

TlpnncitnrG  Invoct—/"'  ^nat^l       r#%uTtn /Dii  tn 

i-/cpu3iiui9  III vcsi'v^dpiidi  vjiuwin/x  umam 

oVA 

lo 

00 

none 

1 .74t 

Q 

jj 

/|p\/pori  KAiitii^l  1iiin/1  /  A  11 4 'in 

uc  V  cgii  iTiuiudi  ruiiu/zviiidiiLc 

IZ.Z 

oU.o 

1  7 

none 

1.22t 

Diversification  Fund/i^ 

27.3 

1.8 

68 

1 6 

n  77 

Dividend/ Growth*Dividend/ Amer  Investment 

1  D.O 

A  T 
4-.Z 

c 
O 

z 

none 

Z.UU 

c 

\- 

uoage  oi  L.OX  ^tocK  runa/uoage  oc  v^ox 

1  iC  7 

"37  £^ 

6/ .0 

3. 1 

46 

41 

none 

0.68 

Q 

B 

f^rovol  Riirnnam  I>iin/i /t^rovol 
L/lCACI  DUlUlldlU  rUIlU/ L/icXCl 

1  A  1 

0  f 

0.0 

loy 

A1 
Oo 

0.  jU 

1  .uu 

Drexel  Series'Convertible  Secs/Drexel 

oo 

D.UUD 

0  7n+ 
z.  /  u+ 

Drpvpl  ^pripc-pmprpinp  f^rnwth/Orpvpl 

— — 

53.4 

45 

NM 

5.00b 

2  50t 

Drexel  Series-Growth/Drexel 

ZD.o 

A.  7 

Zo 

*tD  1 

J.UUD 

Drexel  Series~Option  Income/Drexel 

1  o.z 

0.0 

^A 

01 

y  1 

D.UUD 

Dreyfus  Capital  Value  Fund/Dreyfus 

1  1 
1 1 

none 

n  7 1 

U 

D 

a 

Dreyfus  Fund/Dreyfus 

1  A  1 
10.1 

07  zl 
Li  A 

0  A7  1 

z,o/ 1 

Zo 

fS.DU 

n  7^; 

U.  /  J 

r^rpvriiG  ^ptiprsl  Aoprpccivp  (~^TfWk!t\\  Piinn/T^rpvriic 
i^rcyius  vjciiciai  /^.ggicasivc  \jiwvi.ii  i^uiiu/ i^icyius 

63.4 

27 

783 

1.5  It 

A 
A 

Dreyfus  Growth  Opportunity  Fund/Dreyfus 

1  ft  n 

6f.L 

I  7 

1 .  / 

oUO 

z  1 

none 

n  Oft 

D 

a 

D 
D 

Dreyfus  Leverage  Fund/Dreyfus 

Lo.O 

oZ.o 

0.0 

0.3U 

n  04 

U-Vt 

Dreyfus  New  Leaders  Fund/Dreyfus 

DV.y 

none 

en 

none 

M  A 

B 

c 

Dreyfus  Third  Century  Fund/Dreyfus 

17.0 

18.1 

2.5 

176 

-1 

none 

0.97 

D 

c 

Eagle  Growth  Shares/Universal 

12.0 

9.2 

1.7 

4 

-18 

8.50 

1.51 

D 

c 

Eaton  &  Howard  Stock  Fund/Eaton  Vance 

13.3 

29.9 

3.9 

86 

5 

7.25 

0.86 

C 

B 

Eaton  Vance  Growth  Fund/Eaton  Vance 

18.0 

33.9 

1.7 

85 

20 

8.50 

0.91 

B 

B 

Eaton  Vance  Special  Equities  Fund/Eaton  Vance 

17.8 

24.8 

0.2 

50 

6 

7.25 

1.01 

Eaton  Vance  Total  Return  Trust^Eaton  Vance 

48.4 

4.9 

569 

0 

8.50 

0.85 

Ellsworth  Convertible  Growth  &  Inc/closed  end 

52 

NA 

NA 

Emerging  Medical  Technology  Fund/closed  end 

32.3 

none 

14 

47 

NA 

2.24 

C 

C 

Energy  Fund/Neuberger 

14.2 

15.0 

4.5 

385 

1 

none 

0.89 

•A 

•D 

Engex/closed  end 

62.4 

none 

21 

57 

NA 

1.34 

Equitec  Siebel  Aggressive  Growth  Fund/Equitec 

6 

5.00b 

NAt 

tal  return  i,s  for  9/30/76  to  6/.30/86.  For  all  categories  other  than  money  markers,  fuiid.s  are  added  to  this  section  when  they  exceed  IS  million  in  net  assets  and  deleted  when 
^y  drop  below  $2  million  Stock  and  balanced  funds  are  rated  only  if  in  operation  since  11/30/80.  •Fund  rated  for  two  periods  only;  maximum  allowable 
ideA  'Fund  not  in  operation  for  full  period.  ^Fund  ha.s  12b-l  plan  (hidden  load)  pending  or  in  force  tJExchange  fund,  not  currently  .selling  new  shares.  'Formerly 
;on  Vance  Tax  Managed  Trust     b  Includes  redemption  fee  that  revens  lo  distributor     NA:  Not  applicable  or  not  available.    NM:  Not  meaningful. 


ible  of  distributors,  showing  addresses  and  phone  numbers,  begins  on  page  186. 
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1986  Fund  Ratings 


naue  a  word 
for  il: 

WerlJi 


ten 


Boston 
Houston 
Montreal 
New  Orleans 
Newport  Beach 

New  York 
San  Francisto 
Vancouver 


Foi  1  osci  \  aiioiis 
worldwide,  call  800-543-4300, 
II)  NYC:  212-'2(i5-4494. 

MERIDIEN  HOTELS 

I        IVavcl  C-onipanlon  of  Air  France 

j  f-irty  hotels  in  Furope,  Africa,  Asia, 
I       the  Near  East,  North  and  South 
;  Anicrica  and  lli'-  CarihiKaii 


Stock  funds 


Performance 

in  in 
UP        .  DOWN 
 markets  

Fund/distributor 

Investment  resu 

Averaee        Latest  12  m 
annual 
total 

return         total  i 
1976-86        return  di 

Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

14.7% 
16.7% 

35.8% 
32.4% 

Equitec  Siebel  Total  Return  Fund/Equitec 

Equity  Strategies  Fund/Whitman 

 . 

33.0%  1 

EuroPacific  Growth  Fund/American  Funds 

 . 

57.4 

A  + 

B 

Evergreen  Fund/Lieber 

27.9% 

42.0 

•C 

•A 

Evergreen  Total  Return  Fund/Lieber 

_. 

32.4 

Exchange  Fund  of  Boston/tt 

IS.H 

33  9 

A 

F 

Fairfield  Fund/National  Sees 

15.2 

32.6 

Fairmont  Fund/Sachs 

34.6 

D 

C 

Farm  Bureau  Growth  Fund/PFS  Management 

12.5 

24.0 

Federated  Exchange  Fund/14: 

_. 

34.0 

Federated  Growth  Trust/Federated 

 . 

42.5 

Federated  Stock  Trust/Federated 

29.6 

Fenimorc  International  Fund/Drexel 

Fidelity  Congress  Street  Fund/tt 

45.3 

C 

D 

Fidelity  Contrafiind/Fidelity 

12.6 

29.8 

B 

A 

Fidelity  Destiny  Portfolio  I/Fidelity 

24.1 

43,1 

•B 

•C 

Fidelity  Discoverer  Fund/Fidelity 

31.2 

C 

A 

Fidelity  Equity-Income  Fund/Fidelity 

21.5 

26.4 

Fidelity  Exchange  Fund/tt 

40.5 

Fidelity  Freedom  Fund/Fidelity 

_. 

39.1 

C 

C 

Fidelity  Fund/Fidelity 

16.2 

34.9 

Fidelity  Growth  &  Income/Fidelity 

Fidelity  Growth  Company  Fund*/Fidelity 

43.8 

A-H 

A 

Fidelity  Magellan  Fund/Fidelity 

35.1 

52.3 

Fidelity  OTC  Portfolio/Fidelity 

48.4  i 

Fidelity  Overseas  Fund/Fidelity 

109.3 

D 

A 

Fidelity  Puritan  Fund/Fidelity 

16.9 

26.3 

Fidelity  Select-American  Gold/Fidelity 

Fidelity  Select-Biotechnology/Fidelity 

_. 

_. 

Fidelity  Select-Brokerage  &  Investment/Fidelity 

Fidelity  Select-Chemicals/Fidelity 

Fidelity  Select-Computers/Fidelity 

Fidelity  Select-Defense  &  Aerospace/Fidelity 

25.3  1 

Fidelity  Select-Energy/Fidelity 

0.2  1 

Fidelity  Select-Financial  Services/Fidelity 

49.0  1 

Fidelity  Select-Food  &  Agriculture/Fidelity 

Fidelity  Select-Health  Care/Fidelity 

52.0  1 

Fidelity  Select-Leisure/Fidelity 

57.4  1 

Fidelity  Select-Prec  Metals  &  Min/Fidelity 

—  17.2  1 

Total  return  is  for  9/30/76  to  6/30/86  l-'or  all  categories  other  than  nn)ne\-  niarket.s,  funds  are  added  to  thrs  .sect 
they  exceed  $5  million  in  net  a.sseis  and  deleted  when  they  drop  below  $2  niillioiv  .Stock  and  balanced  funds 
only  if  in  operation  since  11/30/80.  •Fund  rated  for  two  periods  only;  maximum  allowable  grade  A  '¥u 
operation  for  full  period.    "Available  only  through  monthly  contraaual  plan    JFund  has  12b-l  plan 

Table  of  distributors,  showing  addresses  and  phone  numbers,  begins  on  page 


Total  assets 

Maximum 

Annual 

6/30/86 
(millions) 

%  change 
'86  vs  '85 

sales 
cliar);e 

expenses 
per  $100 

$  60 

— 

S.OO'X.b 

$l.l6t 

9 

33% 

none 

1.70t 

131 

260 

8,50 

1.3U 

714 

121 

none 

1.08 

569 

3.53 

none 

1.11 

6S 

23 

none 

0,77 

57 

10 

8., 50 

1.17 

76 

103 

none 

1.48t 

47 

6 

none 

l.Olt 

121 

25 

none 

0.99 

54 

421 

none 

1.00 

450 

152 

none 

1.00 

55 

— 

none 

2.67* 

58 

32 

none 

0.64 

93 

9 

none 

1.00 

1 , 1 66 

S.\ 

0.61) 

137 

5 

none 

1.13 

3,091 

94 

2.00 

0.66 

166 

27 

none 

0.62 

94.? 

56 

none 

1.08 

874 

24 

none 

0.66 

267 

— 

none 

NA 

224 

64 

3.00 

1.18 

7,412 

158 

3.00 

1.08 

947 

NM 

3.00 

1.49 

1,826 

NM 

.!.()() 

1.45 

2,190 

108 

none 

0.61 

8 

3.00b 

1..50 

57 

3.00b 

1.41 

26 

3.00b 

1.52 

43 

3.00b 

1..50 

11 

3.00b 

1.68 

11 

3 

3.00b 

1.60 

44 

18 

3.00b 

1.54 

209 

81 

3.0()b 

1.26 

38 

3.00b 

1.75 

408 

64 

3.00b 

1.28 

348 

407 

3.00b 

1.41 

103 

-35 

3,00b 

1.48 

load)  pcMicliiij?  or  in  force.    ^::j:Excliaiigc-  IuikI, 
not  currtMUK'  .sc-lling  new  shares.    "Fornierly  l-'i- 
delily  MerciiiT  l-'und    h:  Includes  redemption 
lee  that  reverts  lo  distributor,    NA:  Not  applita 
hie  or  not  available.    NM:  Not  meaiiinKlul. 

Think 
Global 


Introducing  a  new  and 
attractive  way  to 
benefit  from  worldwide 
growth  opportunities  - 
Scudder  Global  Fund. 


M  Now  you  can  be  a  global 

investor.  As  a  consumer,  you 
benefit  from  products  made  in 
America  as  well  as  the  Far  East, 
Europe,  and  many  other  regions 
around  llie  f^lobe.  Now  you  can 
benefit  from  j^lobal  investinj^,  too. 

■  Global  growth  opportuni- 
ties. Scudder's  newest  fund  com- 
bines U.S.  and  foreij^n  stock  market 
investments.  It's  designed  to  pro- 
vide a  broad  spectrum  of  opportuni- 
ties —  more  than  you  can  get  by 
investing  only  in  the  U.S.  And  since 
American  markets  account  for  less 
than  half  of  the  world's  common 
stock  investments,  a  global  philoso- 
phy is  especially  important. 

■  Professional  management. 

Olobai  investing  is  a  job  for  profes- 
sionals. Scudder,  Stevens  &  Clark's 
global  specialists  attempt  to  maxi- 
mize your  return  potential  by  ana- 
lyzing world  economic  and  invest- 
ment trends.  At  the  same  time  we 
attempt  to  reduce  the  risks  associ- 
ated with  international  investing 
through  broad  diversihcation. 


Scudder  also  offers  experience. 
We  introduced  America's  first  no- 
load  mutual  fund  in  1928,  and  have 
spent  33  years  investing  overseas. 

■  Mutual  fund  convenience. 

Scudder  brings  worldwide  investing 
easily  within  your  reach.  You  don't 
need  to  deal  directly  with  foreign 
market  restrictions,  currency 
conversions,  foreign  brokers  or  the 
many  otiier  problems  which  can 
confront  the  global  investor.  We  do 
all  the  work  so  you  won't  have  to. 

■  No  sales  charges.  You  can 

invest  globally  with  as  little  as  $1000 
($240  for  IKAs)  and  you  pay  no 
brokers'  fees  or  sales  charges.  No 
redemption  or  transaction  fees.  No 
12b-l  charges.  \(){)%  of  your  invest- 
ment goes  directly  to  work  for  you. 

■  Call  or  write  today,  if  VOU 

would  like  to  find  out  more  about 
becoming  a  global  investor,  return 
the  attached  card,  call  or  write 
our  free  information  package. 


SCUDDER  GLOBAL  FUND 

17.S  Fcdcial  .Slicct,  Dcj)!.  ft.'i? 
Boston,  MA  02110 


■JRRF.S  SFPTFMRFR  K   1 9K6 


Call  or  write  Scudder  l-'und  Dislrihutors,  Inc.  for  a  prospectus  containing  more  cotnplelc  iiiformatioi; 
including;  management  fees  and  expenses.  Read  it  carefully  before  you  invest  or  send  money. 
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1986  Fund  Ratings 


Stock  funds 


Investment  results 

Average        Latest  12  months 

PerformailCe  annual  return 

in  in  total  from  Total  assets  Maximum  An: 


UP  DOWN  return  total  income  6/30/86  %  change  sales  exp« 
 markets            Fund/distributor                                               1976-86        return       dividends    (millions)    '86  vs  '85       charge  per 


Standard  &  Poor's  500  stock  average 
Forbes  stock  hind  composite 

14.7% 
16.7% 

35.8% 
32.4% 

3.2% 
2.2% 

Fidelity  Select-Property  &  Casualty/Fidelity 

$  7 

3.00%  b 

SI 



Fidelity  Select-Retailing/Fidelity 

38 

3.00b 

Fidelity  Select-Savings  &  Loan/Fidelity 

51 

3.00b 

Fidelity  Select-Software  &  Computer/Fidelity 

18 

3.00b 

Fidelity  Select-Technology/Fidelity 

14.9% 

none 

240 

-47% 

3,00b 

Fidelity  Select-Telecommunications/Fidelity 

6 

3.00b 

Fidelity  Select-Utilities/Fidelity 

34.3 

none 

1 12 

37 

3.00b 

Fidelity  Special  Situations  Fund/Fidelity 

49.4 

1 .4% 

38 

127 

3.00 

D 

Fidelity  Xrend  Fund/Fidelity 

14.1% 

35.2 

1.5 

835 

25 

none 

0 

Fiduciary  Capital  Growth  Fund/Fiduciary 

33.9 

0.7 

66 

56 

none 

1 

Fiduciary  Exchange  Fund/tf 

30.8 

1.7 

57 

18 

none 

0 

c 

B 

Financial  Dynamics  Fund/Financial  Prog 

16.4 

32.1 

0.7 

88 

13 

none 

0 

c 

c 

Financial  Industrial  Fund/Financial  Prog 

16.2 

28.6 

2.5 

417 

16 

none 

0 

D 

A 

Financial  Industrial  Income  Fund/Financial  Prog 

17.1 

37.2 

5.3 

342 

37 

none 

0 

First  Financial  Fund/closed  end 

89 

NA 

^ 

c 

c 

First  Investors  Discovery  Fund/First  Investors 

12.3 

6.4 

1.1 

43 

-1 1 

8.50 

1 

B 

F 

First  Investors  Fund  for  Growth/First  Investors 

9.9 

8.9 

none 

65 

-8 

8.50 

1. 

First  Investors  International  Sees/First  Investors 

20.7 

0.1 

29 

-14 

8.50 

1. 

D 

F 

First  Investors  Natural  Resources/First  Investors 

-4.4 

-33.6 

6.6 

9 

-18 

8.50 

1. 

First  Investors  Ninety-Ten  Fund/First  Investors 

4.4 

6.6 

12 

-68 

8.50 

1- 

F 

A 

First  Investors  Option  Fund/First  Investors 

9.9 

12.5 

2,8 

207 

15 

7.25 

0. 

Flag  Investors-Telephone  Income  Shares/tt 

36.9 

5.9 

103 

28 

l.OOtb 

0. 

Fiex-fund-Capital  Gains  Fund/Flex 

33.4 

2.1 

9 

60 

none 

1. 

Flex-fund-Retirement  Growth/Flex 

30.8 

3.1 

63 

25 

none 

1. 

•A 

•F 

44  Wall  Street  Equity/44  Securities 

46.6 

none 

13 

25 

1.00 

2. 

A 

C 

44  Wall  Street  Fund/44  Securities 

4.2 

8.0 

none 

34 

-36 

0.25b 

B 

D 

Founders  Growth  Fund/Founders 

17.7 

40.6 

1.6 

69 

40 

none 

1. 

F 

A 

Founders  Income  Fund/Founders 

13.4 

15.2 

4.9 

12 

30 

none 

1. 

C 

D 

Founders  Mutual  Fund/Founders 

12.9 

43.3 

2.9 

202 

37 

none 

0. 

A 

C 

Founders  Special  Fund/Founders 

19.3 

30.4 

0.8 

97 

-22 

none 

1.1 

D 

D 

FPA  Capital  Fund/ Angeles/ Quinoco 

11.4 

33.3 

3.0 

53 

28 

8.00 

0.' 

D 

A 

FPA  Paramount  Fund/Angeles/Quinoco 

17.1 

8.4 

5.9 

128 

-10 

t 

l.( 

FPA  Perennial  Fund/Angeles/Quinoco 

18.4 

2.6 

57 

74 

8.50 

1.: 

B 

D 

Franklin  Custodian-Dynatech/Ftanklin 

16.3 

15.9 

2.1 

43 

-7 

4.00 

0.1 

D 

C 

Franklin  Custodian-Growth/Franklin 

12.8 

28.3 

1.6 

44 

82 

4.00 

0! 

D 

A  + 

Franklin  Custodian-Utilities/Franklin 

15.4 

21.8 

6.7 

188 

251 

4.00 

0.: 

B 

C 

Franklin  Equity  Fund/Franklin 

17.7 

41.3 

1.6 

161 

69 

4.00 

O.i 

A 

C 

Franklin  Gold  Fund/Franklin 

20.5 

-18.1 

4.5 

93 

-30 

4.00 

l.C 

D 

B 

Fta>".!;^in  Option  Fuud/Ftankliii 

14.2 

19.3 

1.8 

19 

108 

4.00 

1.: 

Foul  return  is  for  9/30/76  to  6  50.  S6.  For  all  cai.egories  other  than  money  markeii,  funds  are  added  to  tins  section  when  thev  exceed  $5  million  in  net  assets  and  dele 
when  they^drop  below  U  million  Stock  and  balanced  funds  are  rated  onl\-  if  in  operation  since  11/30/80  •Fund  rated  for  two  periods  onlv;  ma.xinium  allowi 
gradeA.  'Fund  not  in  operation  for  full  period,  tl'und  not  currently  selling  new  shares.  ^Fundhas  12bl  plan  (hidden  load)  pending  or  in  force  JtExchange  fund, 
currently  svlling  nov  share.s.       incKides  redemption  fee  that  revens  to  distributor.    NA;  Not  applicable  or  not  available 

Table  of  distributors,  showing  addresses  and  phone  numbers,  begins  on  page  186.  I 
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THIS  IS  THE  AD 
THATMLL  CHMGE 
THEmYYODEWESI 

Because  with  Fidelity  USA,  not  only  can  you  save  up  to  75%  on 
brokerage  commissions*  every  time  you  trade  -  stocks,  bonds  or 
options,  but  you  can  also  get  complete  asset  management  account 
benefits:  securities  trading  with  24-hour  order  entry  access,  margin 
borrowing,  unlimited  checking,  optional  credit  card,  mutual  funds 
and  more  -  in  one  account.  And  you'll  receive  our  monthly  publication. 
Capital  Ideas  -  free! 

All  cash,  dividends  and  proceeds  in  your  account  are  invested  in 
your  choice  of  a  taxable  or  tax-exempt  money  market  fund  earning 
high  current  yields. 

You  also  have  access  to  Fidelity's  50  performance-driven  mutual  funds. 

And,  to  tie  it  all  together,  the  comprehensive  USA  ultra-statement 
sums  up  your  entire  Fidelity  relationship  each  month. 

For  more  complete  information,  call  or  write  for  a  free  brochure, 
which  describes  all  management  fees,  expenses,  and  the  low  monthly 
account  fee.  Please  read  it  carefully  before  investing  or  sending 

money.  FIDELITY 

m       m  ULTRA 

m  SERVICE 
 —  _  =  ACCOUNT 

FIDELITY  INVESTMENTS 

Fidelity  Brokerage  Services,  Inc. 
Mail  Zone  D4,  Box  832,  82  Devonshire  St.,  boston,  MA  02103 

"CalT  f odaj;  24  Hotirs^ 

1-800-544-6666 

Offices  in  33  cities  nationwide. 


*As  compared  to  April,  1986,  survey  of  full-cost  brokers  who  may  provide  investment  recommendations. 
Minimum  commission  $33.  Member  New  York  Stock  Exchange,  Inc.,  and  other  principal  exchanges.  SIPC 


Over  the  next  ten  years,  net  migration  to  the  Southeast  will 
average 325,000  people  ayear Total  population  will  increase 
by  nearly  6  V2  million.  And  there  will  be  4  million  new  jobs 
and  4V2  million  new  housing  starts.  Creating  an  average 
growth  forthe  region that's25%abovethe  national  average. 
That's  a  sunny  forecast. 

But  an  even  brighter  fact  is  that  BellSouth  is  prepared 
to  capitalize  on  this  growth  in  its  nine-state  region.  First,  with 
a  modern,  efficient  telecommunications  system  already  in 
place.  Second,  with  forward-looking  strategies  that  provide 
increased  customer  services  while  generating  revenues 
designed  to  go  beyond  those  generated  from  regional 
growth  alone. 

The  BellSouth  region.  It's  quite  a  hot  spot.  Learn  more 
about  BellSouth  from  your  broker  Or  write;  Mr  L.E.Spradlin, 
Director  of  Investor  Relations,  BellSouth  Corporation,  675 
West  Peachtree  Street,  N.E.,  Atlanta,  Georgia  30375.  Or 
call  404-420-8136. 


The  BellSouth  Companies: 

South  Central  Bell  •  Southern  Bell  •  BellSouth 
Services  •  South  Central  Bell  Advanced  Systenns 
•  Southern  Bell  Advanced  Systems 

BellSouth  Enterprises  •  BellSouth  Advertising  & 
Publishing  •  Stevens  Graphics  •  TechSouth  • 
BellSouth  Advanced  Systems  • 
BellSouth  Mobility  •  BellSouth  Systems  Technology 
f>  •  BellSouth  International  •  FiberLAN,  Inc. 


BELLSOUTH 


Y(M  best  connection: 


1986  Fund  Ratings 


Stock  funds 


Investment  results 

Perfonnance 

in  in 

Average 
annual 
total 

Latest  12  months 
return 
from 

Total  assets 

Maximum 

Ann 

UP 

DOWN 
-markets  

Fund/distributor 

return 

IV/  O-oO 

total 
return 

income 
dividends 

6/30/86 
(millions) 

%  change 
'86  vs  '85 

sales 
charge 

exper 
per  $ 

Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

14.7% 
16.7% 

35.8% 
32.4% 

3.2% 
2.2% 

Freedom  Gold  &  Govermnent/Tucker  Anthony 

 » 

16.4% 

7.7% 

$42 

39% 

5.00% 

$1.4 

Freedom  Regional  Bank  Fund/Tucker  Anthony 

— • 

— * 

63 

— 

6.00 

1.3 

FT  International/Federated 

_. 

96.1 

0.4 

90 

369 

none 

l.C 

c 

B 

Fund  of  America/American  Cap 

17.6% 

21.3 

3.6 

162 

8 

8.50 

0.7 

B 

D 

Fund  of  the  Southwest/Tenneco 

16.9 

21.3 

1.1 

17 

27 

7.50 

1.; 

D 

B 

Fundamental  Investors/ American  Funds 

15.4 

39.7 

2.6 

531 

26 

8.50 

ox 

Gabelli  Asset  Fund/Reich  &  Tang 

— * 

— ♦ 

25 

— 

2.00r 

1.2 

F 

•B 

Gateway  Option  Income  Fund/Gateway  Option 

_. 

15.2 

2.6 

38 

69 

none 

1.= 

A 

C 

General  American  Investors/closed  end 

20.0 

39.4 

1.5 

359 

35 

NA 

1.: 

D 

C 

General  Securities/Craig-Hallum 

14.6 

28.8 

5.1 

17 

20 

none 

l-^ 

Gintel  Capital  Appreciation  Fund/Gintel 

— • 

— ♦ 

21 

— 

none 

N. 

Gintel  ERISA  Fund/Gintel 

39.1 

2.7 

88 

13 

none 

1.3 

Gintel  Fund/Gintel 

 , 

30.6 

1.8 

132 

17 

none 

1.2 

GIT  Equity  Trust-Special  Growth/GIT 

49.5 

0.6 

19 

403 

none 

1.3 

•F 

•D 

Golconda  Investors/Bull  &  Bear 

-1.9 

0.4 

21 

-5 

none 

2.6 

Gold/Resources  Fund/Van  Eck 

— * 

 • 

8 



7.50 

N, 

Gradison  Emerging  Growth  Fund/Gradison 

43.2 

0.2 

17 

239 

none 

2.C 

Gradison  Established  Growth  Fund/Gradison 

28.0 

2.0 

33 

124 

none 

1.7 

Greenspring  Fund/Greenspring 

19.1 

5.5 

14 

26 

l.OOr 

1.4 

B 

•D 

Greenway  Fund/AIM 

29.8 

0.5 

20 

421 

6.50 

2.C 

A 

A 

Growth  Fund  of  America/American  Funds 

23.4 

33.7 

1.2 

829 

37 

8.50 

0.6 

B 

C 

Growth  Industry  Shares/Growth  Industry 

17.4 

27.9 

2.0 

84 

20 

none 

0.9 

Growth  Stock  Outlook  Trust/closed  end 

— • 

— * 

138 

— 

NA 

N, 

GT  Global  Growth-Europe/GT  Global 

_. 

— * 

— • 

6 

— 

none 

2.8 

•F 

•C 

GT  Global  Growth-Pacific/GT  Global 

59.0 

none 

49 

15 

none 

1.4 

B 

B 

Guardian  Mutual  Fund/Neuberger 

18.2 

28.2 

3.8 

558 

23 

none 

0.7 

B 

B 

Guardian  Park  Ave  Fund/Guardian 

21.1 

43.6 

1.7 

133 

76 

8.50 

0.7 

C 

D 

Hamilton  Funds/Oppenheimer  Inv 

13.2 

36.6 

2.9 

257 

18 

8.50 

0.8 

John  Flancock  Global  Trust/Hancock 

— * 

— • 

53 

_ 

8.50 

1.5 

A 

F 

John  Hancock  Growth  Trust/Hancock 

15.5 

46.4 

1.1 

99 

51 

8.50 

1.0 

John  Hancock  Special  Equities  Trust/Hancock 

39.2 

0.4 

14 

820 

8.50 

1.5 

A 

D 

Hartwell  Growth  Fund/Hartwell 

20.1 

30.1 

none 

11 

-5 

none 

2.7 

A+  D 

Hartweil  I  everage  Fund/Hartwell 

19.3 

49.7 

none 

46 

30 

none 

2.01 

Heartland  Value  Fund/Miiwaukee  Co 

37.3 

0.5 

26 

285 

4.50 

2.5 

Heritage  Capital  Appreciation/  RJ  Financial 

36 

3.00 

2.0( 

Wayne  Hummer  Growth  Fund/Hummer 

30.7 

1.7 

12 

135 

none 

1.5 

Hutton  Investment-Basic  Value/Hutton 

28.2 

2.6 

299 

351 

5.00b 

1.5 

Kui?on  Investment-Growth/Hutton 

33.7 

1.7 

1,216 

39 

5.00b 

1.7 

Hut!  'a  investment-Option  Income/Hutton 

7.2 

7.2 

86 

-43 

5.00b 

1.9 

Tola!  rciui-n  is  loc  9/30/76  to  fv.iCW.  For  ali  categories  other  tlr.in  mone\'  market.s,  funds  are  added  to  thi.s  .section  n  inen  tlie\  exceed  $5  million  in 
R-lien  thw^drop  below  $2  million.  Stock  and  balanced  funds  are  rated  only  if  in  operation  .since  11-30/80  •Fund  rated  for  two  pericsds  onI\- 
g.-:idc  A.  "Fund  not  in  opcratK-...-:  for  full  period.  +Fund  has  12b-l  plan  (hidden  load)  pending  or  in  force  b:  Includes  redemption  fee  that 
r:  Includes  redemption  fee  ibm  rc-.  t-rts  uj  fund.    N.A:  Not  applicable  or  not  available. 

Table  of  distributors,  showing  addresses  and  phone  numbers,  begins  on  page  186. 
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ORIGINAL  BY  RAPHAEL 
COPYBYSHARP 


This  is  an  unretouched  copy  made  by  Sharp's  new  full  color  desktop  copier 


If  a  copier  can  recreate  color  nuances  of  a  16th  century  masterpiece,  think 

#7  "     "  ~  " 


how  well  it  will  reproduce  layouts.  Designs.  Computergraphics.  Any  image  that 
helps  you  sell  your  ideas.  And  with  a  size  and  price  smaller  than  that 
of  any  other  full  color  copier,  it  makes  the  competition  look  positively 
medieval.  For  information  and  a  free  dem- 
onstration, call  1-800-BE-SHARP  Or  write  to  Sharp  Electronics  Corp., 

Sharp  Plaza,  Mahwah,  NJ  07430.©  1986  Sharp  Electronics  Corp 


FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS" 


1986  Fund  Ratings 


IT'S  IMOl  A  RISK 
WHEN  irS  BEEN  DONE 
OVER  1250  TIMES. 


l  ANTASTIC  SAMS,  the  original  family 
haircuHers,  is  the  world's  largest  and 
fastest  growing  haircare  franchise, 
according  to  ENTRF.PRHNEUR,  1986.  It  s 
no  accident  —  Fantastic  Sam's  has  sold 
over  1250  stores  —  and  we're  .still 
growing  with  new  sales  each  day! 

Inquire  today  about  owning  a 
Fantastic  Sam's  franchise. 

•  no  accounts       •  $45,000 
receivahle  minimum 

•  relatively  low  investment 
inventory  •  no  royalties 

•  weekly  fees  of    •in  business 


$131.00 


for  yourself, 
but  not  by 
yourself. 


We  have  a  system  that  will  work  for 
you!  (Don't  take  our  word  for  it;  call 
any  of  our  400  owners,  who  collectively 
own  over  1250  stores,  and  ask  them. 
Most  were  never  in  the  hair  business.) 

In  USA,  caU  1-800-621-9307, 

8:30-5:00  CST 
In  Canaila,  caU  604-530-3177 
or  416-441-6330 


This  offering 
made  by 
prospectus  only. 


f  The  original  tamily  hairaitters!^^^ 


252.2% 

Total  Investment  Return* 

*From  commencement  date  of 
4/16/82  to  6/30/86,  total  return 
includes  reinvestment  of  all  income 
and  capital  gain  distributions.  Past 
results  are  not  necessarily  indicative 
of  future  performance. 

The  LEGG  MASON  VALUE  TRUST  uses  a 
common  sense  investment  philosophy  for 

IRAs*  ROLLOVERS 

INDIVIDUALS*  CUSTOOIANS  •CORPORATIONS 
TRUSTS  «  KEOGH 
PROFIT-SHARING  AND  PENSION  PLANS 

A  Prospectus  coniaining  more  complete  information 
about  THE  LEGG  MASON  VALUE  TRUST,  including 
ctiarges  and  expenses,  will  be  sent  without  obligation. 

Read  it  carefully  before  you  invest  or  send  money. 
This  advertisement  does  not  ccnslituie  an  offer  in  any 
state  in  which  such  an  offer  may  not  lawfully  be  made. 

Call  your  local  Legg  Mason  office  or 

Toll-free  1-800-822-5544 

!n  MD  1-800-638-1107 


 2_ 

Legg  Mason  Wood  Walker.  Inc. 

Mei-'.b'^r  N-iw  Ycrk  Stock  Exchar.ge,  Inc. 
\    7  East  Redwood  St  ,  Baltimore,  MD  21202 


Stock  funds 


Performance 


in  in 

UP  DOWN 

 markets   Fund/distributor 


Investment  resul 

Average  Latest  12  mc 
annual  t 
total  I 
return 

1976-86 


Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

14.7% 
16.7% 

35.8% 
32.4% 

Hutton  Investment-Precious  Metals/Hutton 

—8.9% 

Hutton  Investment-Special  Equities  /Hutton 

Idex  Fund/Idex 

TO  A 

1U3  Ulscovery  runu/ius 

O  J,  J 

u 

14.3% 

40  2 

A  + 

C 

lUb  Orowtn  runu/lUo 

4o,z 

iu^  international  runu/ius 

/  j,o 

IDS  Managed  Retirement  Fund/IDS 

A  1  1 

4.5, 1 

A 

IDS  New  Dimensions  Fund/IDS 

T  1  1 
J.  LA 

A1 
40,0 

IUj  rFcCIOUa  iVlcldls  ruiIU/ll^O 

—0,0 

b 

IDS  Progressive  Fund/IDS 

1  O ,  O 

U 

L. 

lUa  atocK  runa/lJL/3 

oo,4 

IDS  Strategy  Fund-Aggressive  Equity/IDS 

57,9  n 

lus  strategy  rund-tquity/lUb 

26,5 

Industrial  Series- American  Fund/J\^acl(enzie 

Integrated  Capital  Appreciation  Fund/Integrated 

40,2 

A 

C 

International  Investors/Van  Eck 

23,2 

—8.2 

Interstate  Capital  Growth  Fund '"/Interstate 

1 1 ,3  n 

B 

Investment  Co  of  America/American  Funds 

1 7,2 

38.3 

Investment  Port-E(|uity/Kemper 

1 1  3 

Z  1  -O 

Investment  Port-Option  Inccme/Kemper 

8.5 

C 

F 

Investment  Trust  of  Boston/ITB 

12, 1 

31.4 

A  + 

D 

Investors  Research  Fund/Diversified 

21,9 

54.4 

IRl  Stock  Fund/IRI 

42.4 

r 
r 

A 

A 

IM  ijrowtn  runa/ldl  L.orp 

1  T  O 
1  Z,  V 

T  1  1 
24. 1 

F 

A  + 

ISI  Trust  Fund/ISI  Corp 

10,7 

15,5 

Italy  Fund/closed  end 

C 

B 

Ivy  Growth  Fund/Ivy 

18,0 

26,4 

B 

A 

Janus  Fund/|anus 

21,9 

31,0 

[anus  Value  Fund/Janus 

31.5 

Janus  Venture  Fund/Janus 

43.9 

D 

A 

Japan  Fund/closed  end 

18,3 

98.4 

D 

B 

JP  Growth  Fund/Jefferson-Pilot 

14,9 

29.8 

A 

D 

Kemper  Growth  Fund/Kemper 

17,6 

26.0 

Kemper  international  Fund/Kemp^i 

78.9 

F 

•A 

Kemper  Option  Income  Fund/Kemper 

9.7 

A 

C 

Kemper  Summit  Fund/Kemper 

21,3 

30.3 

C 

D 

Keystone  Custodian  K-2/Keystone 

13,3 

39.6 

D 

D 

Keystone  Custodian  S-l/Keystone 

9,6 

34.2 

Total  return  is  for  9/30/76  to  6/30/86.  For  all  categories  other  than  nione\-  markets,  funds  are  added  to  this  sectiu 
they  exceed  $5  million  in  net  assets  and  deleted  when  they  drop  below  il  million  Stock  and  balanced  funds  a 
only  if  in  operation  since  1 1/30/80.  WFund  rated  for  rwo  periods  onh'i  maximum  allo^\able  grade  A  'Funt 
operation  for  full  period.    tFund  not  currently  selling  new  shares.    ±Fund  has  12b-l  plan  (hidden  load!  f 

Table  of  distributors,  showing  addresses  and  phone  numbers,  begins  on  page  1 


Total  assets 

Maximum 

Annual 

6/30/86 
(millions) 

%  change 
'86  vs  '85 

sales 
charge 

expenses 
per  $100 

$26 

10% 

5.00%  b 

$2.37t 

266 

71 

5.00b 

2.204: 

60 

NM 

+ 

1.70 

329 

14 

5.00 

0.74* 

403 

21 

5.00 

0.51t 

871 

20 

5.00 

0.541: 

184 

717 

5.00 

1.21* 

269 

400 

5.00 

1.07t 

598 

41 

5.00 

0.6U 

11 

307 

5.00 

2.00t 

198 

17 

5.00 

0.73* 

1,520 

12 

5.00 

0.51* 

149 

378 

5.00b 

1.76* 

71 

291 

5.00b 

1.86t 

6 

— 

8.50 

1.99t 

114 

NM 

5.00b 

1.05* 

694 

-22 

8.50 

0.81 

10 

90 

2.50 

1.86* 

3,664 

34 

8.50 

0.43 

224 

163 

6.00b 

2,15* 

332 

216 

6.00b 

2.04* 

73 

18 

7.00 

1.00* 

75 

49 

8.50 

0.81 

16 

78 

4.50 

1.50 

15 

8 

8.50 

1.49 

110 

5 

8.50 

1.09 

77 

— 

NA 

1.50 

166 

81 

none 

1.27 

542 

32 

none 

1.01* 

11 

248 

none 

2.00* 

31 

767 

none 

2.00* 

521 

93 

NA 

0.64 

26 

23 

8.00 

0.86 

301 

12 

8.50 

0.79 

141 

235 

8.50 

1.08 

707 

-10 

8.50 

0.86 

343 

43 

8.50 

0.54 

297 

43 

4.00r 

0.97*  , 

118 

39 

4.00r 

1.11* 

or   in    force,    ''Formerly   Hutton  Investment- 
Emerging  Growth,    '"Formerly  GSC  Perfor- 
mance Fund,    b:  Includes  redemption  tee  that 
reverts  to  distributor,    r:  Includes  redemption 
fee  that  revens  to  fund.    NA:  Not  applicable  or 
not  available.    NM:  Not  meaningful 

t 

I 
I 


IS  YOUR  FUND 
STRONG? 

+64.^% 

From  inception  on  12/30/85  through  7/24/86* 

It-  your  mutual  fund  hasn't  performed  as  well  as  the  Strong 
Opportunity  Fund  —  you've  got  a  lot  of  company.  This 
aggressive-growth  fund  has  outperformed  nearly  every  fund 
in  America  since  its  inception.^  '^  If  you're  willing  to  entertain 
above- average  investment  volatility  to  pursue  above- average 
growth,  this  could  be  the  opportunity  you've  been  looking  for 


CALL  1 800  368-3863 

OR  WRITE  TODAY 

□  YES,  send  me  a  FREE  prospectus  with  complete  information  on 
charges,  expenses,  and  the  2%  salescharge(  no  redemption  fee).  Low 
$1,000  minimum  initial  investment.  Read  prospectus  carefully 
before  investing.  Past  performance  is  no  guarantee  of  future  success, 
I  am  also  interested  in: 

□  IRAs    □  Pension  or  Profit  Sharing  Plans  (including  Keogh) 

STRONG  OPPORTUNITY  FUND 

815  East  Mason  Street,  Milwaukee,  VVI  53202 


I 
I 


A  strong 

foundation 

for  your  future.  _ 
   FB609H 

investment  of  all  dividends  and 


Inclucfes  changes  in  share  price,  effects  ot  sales  charge,  and  standard  reir 
capital  gains  distribution. 

'  'The  Strong  Opportunity  Fund  was  ranked  #3  out  of  946  mutual  ftmds  evaluated  by  Lipper  Analytical 
Services  for  the  period  from  1/1/86  through  7/24/86. 


Value  Line  gives  you  all  this  plus  four  bond  funds  and  two 
cash  funds  and  there's  never  a  sales  charge. 

O  12/31/75  6/30/86  O 


Value  Line  Leveraged  Growth  Investors 


Value  Line  Special  Situations 


Value  Line  Fund 


Value  Line  Income  Fund 


S&P  500  Average 


+  1,044.8% 


+  637.2% 


634.3% 


-  503.8% 


303.2% 


The  manager  of  this  Fund  Family  and  its  affiliates  have  more  than  $100  milhon  of  their  own  money  invested 
in  It  Doesn't  it  make  sense  to  invest  with  people  who  place  their  money  where  they  are  asking  you  to  put 
yours''  Return  the  coupon  today  or  call  1-800-223-0818  during  business  hours  in  New  York. 


NOTE:  These  percentage  gains  reflect  the  reinvestment  of  all  distributions.  The  10'/2  year  period  was 
selected  to  compare  the  recovery  of  a  widely  followed  but  unmanaged  index  with  that  of  the  professionally 
managed  Value  Line  Funds.  Past  performance  is  not  indicative  of  future  results.  See  prospectus  for  further 
details. 


Please  send  a  prospectus  and  report  on  the  fund(s)  I  have  selected  on  the  following  list.  I  also  want  □  IRA 

□  Keogh  information  □  403(b)(7)  information, 

□  Value  Line  Leveraged  Growth  Investors 

□  N^lue  Line  Special  Situations  Fund 

□  V^lue  Line  Fund 
n  \falue  Line  Convertible  Fund 

□  Value  Line  Aggressive  Income  Trust 

□  ya\ue  Line  Income  Fund 

□  value  Line  Cash  Fund 

□  Value  Line  Tax  Exempt  Fund 
[1  Value  Line  U.S.  Government 

Securities  Fund 

A  prospectus  containing  more  complete  information  including  charges  and  expenses  will  be 
sent  to  you  Read  it  carefully  before  you  invest  Send  no  money  now 

Manager  ,  .       m  v  m  v  inm-?  Distributor 

Value  Line,  Inc.  ^^'^^       '        ^  ^  Value  Line  Securities,  Inc. 


Dept  816E08 

Name  

Address  

City  


State   

Telephone 


Zip 


1986  Fund  Ratings 


Stock  funds 

Performance 

Investment  results 

Average        Latest  12  months 
annual  return 
total  from 

Total  assets 

JN^axmium 

Am. 

UP 

DOWN 
markets  

Fund/distributor 

return 
1976-86 

total 

income 
dividends 

6/30/86 
(miHions) 

%  change 
'86  vs  '85 

sales 
charge 

expe 
per  i 

Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

14.7% 
16.7% 

35.8% 
32.4% 

3.2% 
2.2% 

B 

D 

Keystone  Custodian  S-3/Keystone 

14.0% 

31.9% 

1.9% 

$274 

28% 

4.UU  /or 

c  1 
Jl. 

A 

D 

Keystone  Custodian  S-4/Keystone 

16.8 

29.9 

0.3 

710 

11 

4.00r 

0.1 

D 

C 

Keystone  International  Fund/Keystone 

12.7 

55.2 

1.8 

67 

136 

4.00r 

1. 

A 

C 

Keystone  Precious  Metals  Holdings/Keystone 

15.2 

-15.9 

3.4 

55 

-6 

1 

Kidder  Peabody  Equity  Income/Kidder 

30 

_ 

5.00b 

fs 

Kidder  Peabody  Special  Growth  Fund/Kidder 

 . 

18.0 

1.0 

39 

-1 

5.00b 

1 . 

Korea  Fund/closed  end 

106.6 

3.7 

141 

144 

NA 

2. 

Legg  Mason  Special  Investment  Trust/Legg  Mason 

_. 

53 

_ 

none 

2.. 

Legg  Mason  Total  Return  Trust/Legg  Mason 

_. 

50 

_ 

none 

L.. 

Legg  Mason  Value  Trust/Legg  Mason 

_. 

31.6 

1.3 

669 

171 

2 

A 

•B 

Lehman  Capital  Fund/Lehman 

 , 

33.8 

1.2 

126 

3 

none 

1. 

C 

C 

Lehman  Corp/closed  end 

15.6 

33.3 

2.9 

932 

25 

NA 

0. 

C 

C 

Lehman  Investors  Fund/Lehman 

16.4 

34.2 

2.5 

449 

18 

none 

0. 

•B 

•B 

Lehman  Opportunity  Fund/Lehman 

_. 

26.5 

1.7 

110 

59 

none 

1 . 

C 

D 

Lepercq*Istel  Trust' VLeperc<j 

11.5 

17.6 

5.0 

28 

-70 

J 

Leverage  Fund  of  Boston/Eaton  Vance 

26.3 

none 

30 

-3 

none 

1. 

Lexington  Goldfund/Lexington 

_, 

3.1 

0.5 

15 

47 

none 

1. 

B 

C 

Lexington  Growth  Fund/Lexington 

15.9 

38.4 

1.6 

35 

24 

none 

1. 

C 

C 

Lexington  Research  Fund/Lexington 

14.6 

33.8 

3.4 

133 

20 

none 

1.' 

Lindner  Dividend  Fund/Lindner 

__. 

17.8 

8.7 

63 

-9 

u. 

D 

A  + 

Lindner  Fund/Lindner 

23.6 

17.3 

0.5 

391 

-2 

t 

0.- 

LMH  Fund/Heine  Mgmt 

21.8 

2.6 

84 

9 

none 

1.: 

A 

B 

Loomis-Sayles  Capital  Development  Fund/NEL 

25.3 

50.8 

0.6 

232 

38 

t 

0. 

B 

•D 

Lord  Abbett  Developing  Growth/Lord  Abbett 

22.2 

none 

318 

3 

8.50 

0.: 

Lord  Abbett  Value  Appreciation/Lord  Abbett 

 . 

43.9 

1.7 

337 

13 

O.DU 

U.' 

Lowry  Market  Timing/Criterion 

6.3 

0.9 

93 

-4 

8.50 

1.. 

C 

C 

Mairs  &  Power  Growth  Fund/Mairs  &  Power 

15.6 

37.2 

1.6 

26 

31 

none 

1.1 

•D 

•B 

Mairs  &  Power  Income  Fund/Mairs  &  Power 

28.7 

4.5 

5 

48 

none 

1.: 

B 

C 

Manhattan  Fund/Neuberger 

.17.8 

37.3 

0.8 

288 

186 

none 

1.' 

C 

D 

Horace  Mann  Growth  Fund/Mann 

14.0 

26.7 

2.5 

84 

16 

t 

u.* 

A 

B 

Mass  Capital  Development  Fund/Mass  FinI 

24.1 

27.1 

1.6 

1,035 

32 

7.25 

0. 

B 

D 

Mass  Financial  Development  Fund/Mass  FinI 

18.3 

36.5 

1.8 

288 

25 

7.25 

0.1 

Mass  Fina::^ial  Emerging  Growth/Mass  FinI 

42.4 

none 

301 

55 

Mass  Financial  Special  Fund/Mass  FinI 

35.4 

1.1 

129 

36 

7.25 

1.' 

B 

D 

Mass  Investors  Growth  Stock  Fund/ Mass  FinI 

14.6 

33.4 

1.8 

■  1,035 

15 

7.25 

0.1 

C 

D 

Massachusetts  Investors  Trust/Mass  FinI 

13.3 

36.0 

3.0 

1,326 

20 

7.25 

0.; 

B 

B 

Mathers  Fund/Mathers 

18.5 

25.4 

4.2 

163 

-14 

none 

O.' 

•A 

•C 

^^i-iSical  Technology  Ftmd/AMA 

53.6 

0.1 

98 

46 

none 

F 

A 

Atf  f  trhaers  Capital  Accumulation/Meeschaert 

12.9 

32.1 

2.5 

33 

47 

4.00b,  r 

1.' 

loul  return  is  for  9/30//;.  ;o  S  _-.U/H6.  Kor  all  categories  other  than  money  markets,  funds  are  added  to  this  .seaion  when  the\'  exceed  $5  millK)n  in  net  as,seLs  and  del( 
v,hen  tliey-  drop  below  i2  Stock  and  balanced  fiands  are  rated  oni>  if  in  operation  since  11/30/80    •Fund  rated  for  two  periixl.-.  onK  ;  maximum  allow; 

--grade  A.  'Fund  not  in  openj^ioi-.  f;,r  full  period  TFund  not  currently  selling  new  shares  tFund  has  12b-l  plan  (hidden  load)  pending  or  in  force  ' 'Formerly  I 
"Fund,    b:  Includes  redempt^;;;      u\at  reverts  to  distributor    r:  Includes  redemption  fee  that  reveas  to  fund    NA:  Not  applicable  or  not  available. 

^able  of  distributors,  .gltosvmg  addresses  and  phone  numbers,  begins  on  page  186.  ^ 


Most  people  who  sell  financial  prod- 
ucts spend  too  much  time  selling  and 
not  enough  time  listening.  Listening 
to  their  clients'  needs,  goals,  and 
plans  for  the  future. 

CM  Alliance  associates  are  differ- 
ent. Very  different.  Their  first  priority 
is  to  establish  a  long-term,  profes- 
sional relationship  with  their  clients. 
So  they  listen,  and  they  learn.  And 
then,  they  advise. 

A  CM  Alliance  associate  becomes 
a  real  financial  partner.  One  you  can 
count  on  for  expert,  timely  financial 
advice.  One  you  can  count  on  for 
Blue  Chip  insurance  and  equity 
products  and  Blue  Chip  services  like 
our  individualized  analysis  of  how 
you're  using  your  money  now,  where 
you're  going  financially,  and  ways  to 


make  your  money  work  harder. 

And  you  can  count  on  a  CM 
Alliance  associate  to  be  among  the 
most  professional  and  best  trained  in 
the  industry.  The  CM  Alliance  has  one 
of  the  highest  percentages  of  CLU's 
and  ChFC's  in  the  industry,  and  many 
of  our  associates  even  have  advanced 
degrees  in  accounting  and  law. 

So  don't  just  talk  to  a  salesperson. 
Take  on  a  financial  partner.  With  Blue 
Chip  credentials. 


Alliance 


An  Alliance  of  Blue  Chip  Companies 

Connecticut  Mutual  Life  Insurance  Company 
Connecticut  Mutual  Financial  Services,  Inc. 
Diversified  Insurance  Services  of  America,  Inc. 
CM.  Life  Insurance  Company 
Urbco,  Inc. 


There's  a  lot  of  good  advice  in  Blue  Chip. 


rr^.-- — t 


86  Dmneaicul  Mulual  Life  In&urance  Company  and  lis  subsidiaries/affiliates,  Hartford.  CT 


1986  Fund  Ratings 


THE  KNICKERBOCKER 
CHICAGO 


A  proud  history  repeats  itself. 

Diirin^^  (he  192{)s,Tti{'  Knickerbocker 
Hotel  proudly  began  a  history  of  taste  and 
elegance  on  Chicago's  Gold  Coast. 

.Today,  its  lobby,  rooms,  restaurants, 
and  services  continue  in  this  tradition  ol 
grace  and  charm.  Come  visit  The 
Knickerbocker... as  we  carry  on  our 
[)roud  history. 

Al  Ihr  Top  o\  \hc  Masnifu  cnl  Mile. 
W.iilon  Pldcc  ,11  North  Michigdn  Avenue. 
(800)  621-8140,(312)751-8100 

l^rERREDHbTElS" 


$10,000  Grew  to 


$645,555 


Over-the-counter 
Securities  FIjnd  Inc 


Over  $260  Million  in  Assets 
Over  24,000  Shareholders 


For  the  last  three  years  our  Fund  has 
made  the  coveted  Forbes  Honor  Roll. 
We  are  one  of  only  23  out  of  500  rated 
funds  to  make  last  year's  Honor  Roll. 

Over-the-Counter  Securities  Fund 
boasts  diversification.  The  portfolio  cur- 
rently contains  stocks  of  more  than  350 
small  growth  companies,  many  of  which 
either  occupy  a  special  market  niche  in 
their  industry,  or  produce  and/or  distri- 
bute specialty  products. 

•An  investment  of  $  10.000  *ith  dividends  and 
capital  gains  reinvested  in  the  period  from  June 
1, 1956  (inception)  :o  December  31. 1985  grew 
to  $645,555.  Past  results  are  no  guarantee  of 
future  performance  Please  read  the  Prospec- 
tus carefully  before  you  invest  or  mail  money. 

For  more  information,  ret'.:m  tiiis  ad  with 
name  and  address  to: 
Review  Managemect  Corpoi?»ison 
Over-the-Counter  Secunties  Puna,  Inc. 
Suite  325,  510  Pennsylvania  ^ve^ue 
P.O.  Box  1537, 
Fort  Washington,  Pa.  19034-1537 
Or  dial  toIi-FREE  1-300  5  2»  2578.  ■ 
.  Call  collect  l-(21;   ^'■■'3  25iCs.  = 


Stock  funds 

Investment  resnl 

Average 

Latest  12 

Performance 

in  in 
UP  DOWN 
 markets  

Fund/distributor 

annual 
total 
return 
1976-86 

f 

total  ir 
return  di\ 

Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

14.7% 
16.7% 

35.8% 
32.4% 

iTlCriUlaU  FUllU/  XTlCllUlall 

45.2% 

C 

•B 

M<>rrill  f  vnph  Rneir  Vnliip  FiinH/MI  FiinHc 

28.4 

D 

B 

IMfrrill  1  viir*h  lanital  Fiinn/iMI  Piinnc 

16.6% 

30.7 

ificiiiii  i^y iicii  ruuu  lui  i  uuiuiiu w  /  iikuj  fuiius 

32.8 

iVlerrill  Lynch  International  Holdings/M.L  Funds 

49.6 

IMprrill  1  vn<^n  \I3t11r9l  Rpcaiifppc  T^nict/ZMI  Fiinnc 
iTiciiiii  i^yiiLii  i^diuidi  r\C9Uuii.C3  iiu9i/i*iLi  iruiiuo 

D 

•A 

A/lprrill  1  vni^n  Papifip  FiinH/jMI  Purine 

73.9 

AAomll  1  un^ri  Dptirpmpnt  RptiPtil'  tn\i/lVl\  Piin/1c 
iTlClIllI  LiyilCII  ncllICIllClll  DCIlClll  IllV/iTll^  FUllUa 

•B 

•D 

IMprrill  I  i/tif^n  ^npfial  \/aliip/fM1  Piinnc 
iTlClIlll  I^yilLII  OpCvldl    VdlUC/ivlLi  FUI1U9 

32.9 

Mexico  Fund/closed  end 

20.5 

IMP^  1\/i^n^of*n  ^ppfnrc  T'nict'/ M ace  Pinl 
UXi/j  iTidlldgcu  CTCCiUis  F  lual/  jTidaa  Fiiii 

D 

B 

iTllU/AJIlCllkd  FFlgJl  \jIUWlll  F  UllU/ ifllU/\ltlC[lCd 

13.5 

22.0 

D 

B 

A/1 1/1  A  m Pff* if^s  IM  iitii^I  PiitiH  /  1W  iH  A  >npn/*a 
if llU/VUlCIlCd  iTlUlUdl  FUUU/ XTllU/XillCIlVd 

14.2 

22.2 

IVitn'XAifQt  r^rAiin~l       Piinn  fnr  f^rnivfn/l  pchtipr 
ITFlUWCal  vJlUUU  I^vZ  FUllU  lUI  VXIU  W  111/  l^CSllllCl 

40.0 

MimHc  Investors  Fund  I/Mlmlic 

_. 

12.0 

Ml   r'nnvprtihlp  ^priiritiPG.r'anital^^/MI  PP&  ^ 

1    r^nm/pffihlp  Cp<^iiri t'iP£_ln<^nmp' ^ /      1  PPJis  C 
iJlLi  \^U11  VCIIIUIC  OCCUlIliCa'lIlCUlllC  /iTlLjFFOtk? 

iTlUUlilCllU  iTlUlUal  FUIlU/rallds 



20.5 

IMiit'ii^l  Rp^i^nn  Piin/1 /f-¥pinp  Cpt^c 
ITlUlUal  DCdCUll  rUIlU/FlcIIlC  >3CC9 

30.4 

D 

C 

Mutual  Benefit  Fund/i^utual  Benefit 

13.1 

39.4 

il 

D 

D 

K/f  iitvi^l  rkt  f~\m'infi  f^r/WMitn  Piin/f  /      11  tii  fil  t\t  f)m'an4 
iTlUlUal  UI  V/Illdlld  VFIUWIII  FUllU/ iTlUlUdl  Ul  \./lll<illa 

11.4 

34.5 

•D 

•A 

iTlUlUdl  VfUdllllCU  lUCUlllC  FUllU/ FlClllC  i7CL9 

29.7 

C 

A  + 

KAiit'ii^l  vnirpc       /\n\  /  IM  ot  n  a  Co/*c 
iriUlUdl  3IldlC3  ^Ur|f/lTdllC  dCV9 

22.4 

29.7 

C 

C 

National  Aviation  &  Technology/AFA 

14.9 

17.7 

C 

F 

National  Growth  Fund/National  Sees 

10.1 

39.6 

D 

D 

IVT^tmnsI  f nrfiict'rioc  Pii n/1 /TVI'i ta/^n In/lc 
i>ldllUIIdl  illUUSlllCS  FUIlU/  i\dllOlldl  lUUS 

10.6 

27.7 

National  Real  Estate  Stock  Fund/National  Sees 

33.2 

D 

B 

National  Stock  Fund/National  Sees 

14.8 

33.4 

National  Telecommunications  &  Tech/AFA 

22.6 

D 

B 

Nationwide  Fund/Nationwide 

12.3 

39.6 

C 

B 

Nationwide  Orowth  Fund/Nationwide 

1 7.5 

36.1 

Nautilus  Fund/Eaton  Vance 

2.4  n 

D 

A 

i\F>Li  F.quiiy  runu/L\£.i-> 

16.1 

36.6 

A 

B 

NFI  Growth  Fiind/NFI 

IKl-il^  VXIUWIII  FUllU/lVfLLi 

23.8 

38.4 

C 

B 

NEL  Retirement  Equity  Fund/NEL 

17.8 

44.9 

A 

F 

Neuwirth  Fund/Alliance 

15.6 

42.6 

New  Beginning  Growth  Fund/Sit 

42.6 

New  Economy  Fund/ American  Funds 

36.8 

C 

B 

New  Perspective  Fund/ American  Funds 

17.6 

39.7 

Tota!  return  is  for  9/30/76  to  6/30/86  Kor  all  categories  other  tiian  money  markets,  funds  are  added  to  this  sectiu 
they  exceed  $5  million  in  net  assets  and  deleted  when  they  drop  below  $2  million.    Stock  and  balanced  funds  a 
oniy  if  in  operation  since  1 1/30/80.    •Fund  rated  for  two  periods  only;  maximum  allowable  grade  A  '  'Funt 
operation  for  full  period    tFund  not  currently  selling  new  shares    ^Fund  has  12b-l  plan  (hidden  load)  pendii 

Table  of  distributors,  showing  addresses  and  phone  numbers,  begins  on  page  1 
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Total  assets 
6/30/86      %  change 
(millions)    '86  vs  '85 

Maximum 
sales 
charge 

Annual 

expenses 
per  $100 

C  1  Q 

Mo 

L/O/o 

none 

$1  90 

Ql  A 

yo 

£^  cno/ 
0.3U  /o 

0.61 

JO 

o.oU 

0.64 

ooz. 

1  U  1 

M-.UUD 

u.yoT 

282 

41 

8.50 

1.45 

190 

4.00b 

0.95t 

333 

165 

6.50 

1.02 

1,861 

4.00b 

1.89t 

115 

28 

6.50 

1.19 

74 

11 

NA 

1.99 

50 

4.75 

NAt 

13 

-1 

8.50 

0.97 

35 

7 

8.50 

0.87 

13 

171 

8.50 

2.12* 

6 

21 

5.00 

1.00 

298 

NA 

0.72 

NA 

23 

632 

3.50 

2.63* 

63 

596 

t 

1.40 

16 

33 

8.50 

1.30 

32 

55 

8.00 

1.25 

545 

77 

none 

0.70 

1,347 

74 

none 

0.67 

89 

3 

8.50 

1.14 

78 

17 

7.25 

0.91 

32 

14 

none 

1.70 

12 

142 

7.75 

1.50* 

282 

21 

7.25 

0.85 

72 

-13 

8.50 

1.30 

370 

41 

7.50 

0.63 

167 

93 

7.50 

0.65 

21 

11 

8.50 

1.78 

31 

44 

8.00 

1.15 

313 

45 

8.00 

0.83 

102 

38 

8.00 

0.84 

32 

44 

none 

1.51 

41 

108 

none 

1.50 

766 

78 

8.50 

0.72 

866 

31 

8.50 

0.73 

force.    '  ^Shareholders  of  ML  Convertible-Capital 
shares  receive  all  capital  gains  Income  share- 
holders receive  all  income  dividends  As.sets  are 
combined    b:  Includes  redemption  fee  that  re- 
veas  to  distributor.    NA:  Not  applicable  or  not 
available. 

For  high,high  yield 
call  Bull  &  Bear! 

If  you're  looking  for  a  fiigfi  yield  from  your  ■         M  0^0/ 

money,  look  no  furtfier.  The  Bull  &  Bear  Higfi  Yield  4%  <C  ^ 

Fund  is  about  as  liigti  as  you  can  find! 

MONEY  Magazine  ranks  us  #1  in  yield  of  all  effective  yield*  on 

no-load  corporate  bond  funds,  for  the  6th  month  in 

a  row.  13.63%!*  Compare //70/ to  your  present  ^%  y  Q/C 

investments.  I  M.^mm^% 

There  are  no  sales  charges  or  redemption  fees.  M^Uw^mt^ 
Free  monthly  income  checks  or  automatic  reinvest-      current  yield 
ment.  Toll-free  transfer  to  7  other  no-load  funds.  And 
only  $1 ,000  minimum  investment ...  $100  for  IHAs. 

So  why  not  call  right  now? 

ItigJiYieJdFuid  1-800-84^^^   

Plea.se  rush  me  more  complete  information  about  the  Bull  &  Bear  High  Yield 
Fund,  including  a  Prospectus  with  performance,  charges  and  expenses.  I'll  read  it 
carefully  before  I  invest. 

Name  


Address- 

City  

State  


.  Zip- 


pBULL 
*^EAR  GROUP 


□  Please  send  IRA  information. 


•7/86  dividend  ^  av. 
price  per  share  x  12. 
Av  maturity  12  yrs 
Yield  and  share  price 
will  fluctuate.  E.g  , 
fi/30/8,5:  $14.42;' 
6/30/86;  $15,02. 
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11  Hanover  Square,  NewYork,  NY  10005 


The  Japan  Fund^  Inc. 


Investment  Advisor  and  Manager:  Asia  Management  Corporation 
(affiliate  of  Scudder,  Stevens  fit  Clark  Ltd.) 

Investment  Research  Advisor:  The  Nikko  Research  Center,  Ltd. 

The  Japan  Fund  is  a  diversified  closed-end  investment  company 
whose  policy  is  to  invest  at  least  80%  of  its  total  assets  in  Japa- 
nese securities,  primarily  common  stocks,  with  the  principal 
objective  of  capital  appreciation.  Shares  of  the  Fund  are  listed 
on  the  New  York  and  Pacific  Stock  Exchanges. 

The  Fund's  total  net  assets  were  over  $546  million  as  of 
August  7,  1986. 

For  a  copy  of  the  most  recent  report,  please  write: 

The  Japan  Fund,  Inc. 

c/o  Scudder,  Stevens  8t  Clark,  Dept.  C.B. 

345  Park  Avenue 

New  York,  New  York  101 54-0004 
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1986  Fund  Ratings 


Stock  funds 


Performance 


Investment  results 

Average        Latest  12  months 


in  in 
UP  DOWN 

 markets   Fund/distributor 


annual 
total 

return  total 
1976-86  return 


return 
from 
income 
dividends 


Total  assets  Maximum  Am 

6/30/86  %  change  sales  expe 
(millions)     '86  vs  '85       charge       per  ! 


Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

14.7% 
16.7% 

35.8% 
32.4% 

3.2% 
2.2% 

A 

C 

New  York  Venture  Fund/Venture 

22.2% 

37.4% 

1.7% 

$167 

32% 

8.50% 

$1 

B 

D 

Newton  Growth  Fund/Newton 

15.9 

20.1 

2.8 

35 

-3 

none 

1 

A 

F 

Niagara  Share  Corp/closed  end 

14.8 

23.5 

2.2 

188 

16 

NA 

1 

B 

A  + 

Nicholas  Fund/Nicholas 

25.1 

22.2 

2.5 

1,084 

135 

none 

0 

Nicholas  U/Nichoias 

— • 

28.5 

1.0 

339 

333 

tt 

0 

Noddings  Calamos  Convertible-Growth/Noddings 

— • 

— • 

— • 

7 

— 

none 

2 

Noddings  Calamos  Convertible-Income/Noddings 

— • 

— • 

— • 

13 

— 

none 

2 

Nomura  Pacific  Basin  Fund/Nomura 

— • 

— • 

— • 

45 

— 

none 

1 

North  Star  Apollo/North  Star 

— * 

18.6 

1.9 

24 

22 

none 

1 

•B 

•C 

North  Star  Regional  Fund/North  Star 

— • 

49.5 

1.9 

89 

39 

none 

0 

D 

B 

North  Star  Stock  Fund/North  Star 

15.9 

29.2 

2.6 

72 

22 

none 

0 

•C 

•C 

Northeast  Investors  Growth/Northeast  Inv 

— • 

52.5 

0.7 

16 

206 

none 

2 

•D 

•C 

Nova  Fund/Nova 

— • 

20.0 

0.2 

27 

-5 

none 

D 

B 

Old  Dominion  Investors'  Trust/Investors  Sees 

13.7 

28.6 

5.4 

6 

26 

8.50 

B 

D 

Omega  Fund/Omega 

14.0 

29.8 

1.8 

37 

25 

none 

B 

D 

One  Hundred  Fund/Berget 

14.8 

45.5 

none 

13 

25 

none 

A  + 

D 

Oppenheimer  AIM  Fund/Oppenheimer  Inv 

19.8 

88.5 

0.6 

379 

77 

8.50 

Oppenheimer  Challenger  Fund/Oppenheimer  Inv 

 • 

51.1 

0.5 

16 

-5 

2.50 

•B 

•D 

Oppenheimer  Directors  Fund/Oppenheimer  Inv 

 • 

24.0 

3.8 

285 

-16 

8.50 

C 

B 

Oppenheimer  Equity  Income/Oppenheimer  Inv 

17.2 

28.5 

5.0 

381 

183 

8.50 

B 

F 

Oppenheimer  Fund/Oppenheimer  Inv 

12.1 

31.2 

1.4 

285 

7 

8.50 

Oppenheimer  Gold  &  Special  Mins/Opp  Inv 

-6.2 

0.4 

29 

-11 

8.50 

F 

•A 

Oppenheimer  Premium  Income  Fund/Opp  Inv 

 • 

9.8 

2.7 

418 

60 

8.50 

Oppenheimer  Regency  Fund/Oppenheimer  Inv 

 * 

26.7 

1.2 

171 

16 

tt 

Oppenheimer  Retirement-Blue  Chip/Opp  Inv 

— • 

31.0 

2.1 

10 

110 

8.50 

B 

B 

Oppenheimer  Special  Fund/Oppenheimer  Inv 

19.3 

22.9 

2.6 

773 

-7 

8.50 

Oppenheimer  Target  Fund/Oppenheimer  Inv 

47.4 

1.6 

145 

8 

8.50 

A 

C 

Oppenheimer  Time  Fund/Oppenheimer  Inv 

22.3 

46.6 

1.5 

300 

35 

8.50 

B 

A 

Over-the-Counter  Securities  Fund/Review 

24.5 

35.2 

0.3 

263 

130 

8.00 

P-C  Capital  Fund/Phoenix 

26.8 

4,2 

6 

3 

Pacific  Horizon-Aggressive  Growth/Dreyfus 

57.4 

0.3 

102 

719 

none 

PaineWebber  America  Fund/PaineWebber 

27.5 

5.3 

95 

80 

8.50 

PaineWebber  Atlas  Fund/PaineWebber 

73.9 

0.6 

218 

167 

8.50 

PaineWebber  Olympus  Fund/PaineWebber 

39.0 

1.0 

126 

272 

8.50 

B 

A 

Partners  Fund/Neuberger 

21.8 

33.1 

3.2 

431 

94 

none 

•D 

•C 

Pax  World  Fund/Pax  World 

27.9 

3.7 

49 

99 

none 

PBHG  Growth  Fund/Tenneco 

17 

7.50 

D 

Q 

Penn  Square  Mutual  Fund/Penn  Square 

14.2 

29.6 

3.6 

213 

16 

none 

B 

A 

Ptnnsylvania  Mutual  Fund/Penn  Mutual 

23.3 

29.3 

1.6 

400 

37 

t 

Total  return  is  ti.  -  i  ^O.'  '6  to  g  JO  86.  !-or  all  categories  other  tnaii  mone\-  markets,  funds  are  added  to  this  section  w  hen  the\  exceed  $5  million  in  net  assets  and  deleted 
they  drop  below,  t2  miilion  ,St<x:k  and  balanced  funds  are  rated  only  it  in  operation  since  11/30/80  •Fund  rated  for  two  periods  only;  ma.\imum  allowable 
A.  'Fund  not  in  operation  for  full  period.  tFund  not  currently  selling  new  shares.  ttFund  selling  new  shares  onlv  for  IRA  and  Keogh  plans.  JFund  has  i2b 
(hidden  load)  pendina  or  in  force.    NA;  Not  applicable  or  not  available. 

Table  of  distributo>:s,  showing  addresses  and  phone  numbers,  begins  on  page  186. 
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vodak  introduces 
I  feature  never  before 
ivailable  on  a  high-speed 
valk-up  copier 

limplidty 


The  new  Kodak  Ektaprint  235  copier-duplicator.  It  turns 
out  copies  at  the  rate  of  85  a  minute,  5100  an  hour.  And  it 
saves  you  more  time  by  doing  complicated  jobs  like  chapter- 
ization,  slip-sheeting,  cover  insertion  and  even  two-sided 
copies  from  one-  and  two-sided  originals,  automatically. 
But  that's  only  part  of  the  story 

You'll  also  find  the  235  easy  to  use.  The  new,  user- 
friendly  control  panel  can  reduce  setup  time  dramatically. 
It's  all  part  of  the  Kodak  advantage:  leading  technology, 
proven  reliability  and  the  best  service  in  the  business. 
Reaffirmed  by  independent  surveys,  year  after  year.  For 
details,  send  the  coupon,  or  call  1 800  44KODAK 
(1800  445-6325),  Ext  611. 


Leading  technology: 
the  Kodak  advantage 


stman  Kodak  Company,  1986 


Eastman  Kodak  Company,  CP6289 
Rochester,  NY  14650 

□  Please  send  me  details  on  the  latest  Kodak  copier-duplicators. 

□  Please  have  a  representative  call  for  an  appointment. 

Our  approximate  monthly  copy  volume:  


Name. 
Title- 


Company- 
Address— 
City  


State. 


ZIP_ 


Telephone!  L 


5»86  Fund  Ratings 


Performance 


in  in 
UP  DOWN 

 markets   Fund/distributor 


Investmeiit  results 

Average  Latest  12  months 

annual  return 

total                           from  Toul  assets 

return  total         income  6/30/86 

1976-86  return       dividends  (millions) 


Maximum 
%  change  sales 
'86  vs  '85  charge 


Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

14.7% 
16.7% 

35.8% 
32.4% 

3.2% 
2.2% 

Permanent  Portfolio  Fund/Permanent 

— • 

1 7,4% 

none 

$71 

0% 

none  $( 

B 

D 

Petroleum  &.  Resources  Corp/closed  end 

13.4% 

8.1 

5.6% 

231 

0 

NA  C 

C 

C 

Philadelphia  Fund/Universal 

15.1 

25.0 

2.1 

119 

10 

8.50%  ( 

D 

A 

Phoenix  Convertible  Fund/Phoenix 

16.4 

26.0 

5.1 

97 

39 

8.50  ( 

Phoenix  Growth  Fund/Phoenix 

— * 

35.3 

3.1 

220 

110 

8.50  ( 

Phoenix  Stock  Fund/Phoenix 

-• 

33.6 

2.7 

94 

45 

8.50  ( 

D 

B 

Pilgrim  Magna  Cap  Fund/Pilgrim 

17.0 

39.7 

2.7 

188 

185 

7.25 

Pilgrim  Regional  Bankshares/closed  end 

— • 

— ' 

— * 

107 

— 

NA 

C 

D 

Pilot  Fund/Criterion 

14.2 

17.5 

none 

74 

6 

8.50 

C 

C 

Pine  Street  Fund/Alliance 

14.5 

29.5 

3.8 

66 

26 

none 

C 

C 

Pioneer  Fund/Pioneer 

15.2 

24.2 

3.1 

1,461 

1 

8.50  t 

B 

A 

Pioneer  I!/Pioneer 

21.3 

26.2 

2.7 

2,892 

58 

8.50  I 

Pioneer  Three/Pioneer 

— • 

30.3 

2.0 

573 

62 

8.50  C 

T  Rowe  Price  Equity  Income  Fund/Price 

— • 

— • 

66 

— 

none  1 

T  Rowe  Price  Growth  &  Income  Fund/Price 

— ' 

22.1 

4.0 

400 

13 

none  C 

C 

D 

T  Rowe  Price  Growth  Stock  Fund/Price 

1  1.0 

40.2 

1.9 

1,366 

29 

none  C 

•C 

•F 

T  Rowe  Price  International  Fund/Price 

— * 

77.0 

0.9 

625 

168 

none 

T  Rowe  Price  New  America  Growth  Fund/Price 

— * 

— ' 

-• 

98 

— 

none  1 

A 

D 

T  Rowe  Price  New  Era  Fund/Price 

16.2 

25.9 

2.5 

532 

5 

none  C 

A 

D 

T  Rowe  Price  New  Horizons  Fund/Price 

18.9 

26.7 

0.5 

1,517 

1 

none  C 

Principal  Preservation-S&P  100  Plus/Ziegler 

-• 

-• 

8 

— 

6.50  1 

Prudential-Bache  Equity  Fund/Pru-Bache 

34.7 

0.6 

283 

351 

5.00b  1 

Prudential-Bache  Global  Fund/Pru-Bache 

— • 

71.4 

0.1 

301 

NM 

5.00b  1 

Prudential-Bache  Growth  Opportunity/Pru-Bache 

-' 

34.6 

0.2 

102 

62 

5.00b  1 

Prudential-Bache  Income Vertible/Pru-Bache 

— • 

-• 

-' 

264 

— 

5.00b  2 

Prudentiai-Bache  Option  Growth  Fund/Pru-Bache 

— • 

24.6 

1.8 

74 

50 

5.00b  1 

Prudential-Bache  Research  Fund/Pru-Bache 

47.8 

1.4 

190 

22 

5.00b  1 

Prudential-Bache  Utility  Fund/Pru-Bache 

-• 

32.0 

5.3 

836 

335 

5.00b  1 

Putnam  Capital  Fund/Putnam 

-• 

40.9 

0.6 

14 

24 

t  1 

D 

A 

Putnam  Convertible  Income-Growth/Putnam 

17.5 

28.3 

5.5 

643 

349 

8.50  1 

•F 

•D 

Putnam  Energy-Resources  Trust/Putnam 

1.2 

2.4 

32 

-5 

8.50 

C 

B 

Putnam  Fund  for  Growth  &.  Income/Putnam 

17.2 

34.5 

4.3 

1,134 

30 

8.50  C 

Putnam  Health  Sciences  Trust/Putnam 

46.0 

1.0 

301 

18 

8.50  C 

Putnam  Information  Sciences  Trust/Putnam 

25.8 

0.5 

146 

-15 

8.50  1 

C 

B 

Putnam  International  Equities  Fund/Putnam 

19.9 

77.5 

0.5 

322 

460 

8.50  1 

B 

D 

Putnam  Investors  Fund/Putnam 

15.9 

34.4 

1.6 

1,160 

1 

8.50  f 

F 

•B 

Putnam  Option  Income  Trust/Putnam 

19.0 

2.6 

1,202 

5 

Putnam  Option  Income  Trust  Il/Putnam 

15.3 

3.4 

948 

782 

8.50 

B 

B 

Putnam  Vista  Basic  Value/Putnam 

19.5 

32.0 

2.8 

211 

20 

8.50  1 

Total  return  is  tor  9/3!i  '^<>  to  (  j.  30  rfo  For  ali  categories  other  than  mone>  niarl<ct,v.  I'unds  are  added  to  this  section  when  the\-  exceed  $S  million  in 
they  drop  below  $2  million.    .Stock  and  balanced  funds  are  rated  only  if  in  operation  since  11/30/80.    •Fund  rated  for  two  periods  only; 
A    'Fund  not  in  ope.-ation  for  ruii  period.    tFund  not  currently  .selling  new  shares    JFund  has  12b-l  plan  ( hidden  load)  pending  or  in  force' 
that  re\  erts  to  distributor    NA:  Not  applicable  or  not  available.    NM:  Not  meaningful. 

Table  of  distributors,  showing  addresses  and  phone  numbers,  begins  on  page  186. 


net  assets  and  deleted 
maximum  allowable  ; 
b:  Includes  redemptic 
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For  6  years  ruiining... 

1986,'85,'84,'8a'82,Bl, 
Fbrd  has  designed 

and  built 
the  higliest  quality 
\merican  cars  and  trucks.  ] 

No  other  coni|>any  can 
make  this  statement. 


ckle  up — Ibgether  we  can  save  lives. 

I 


IBM 

\^Ve  extends 


IBM  System/38 


for  your  data  processing  and  departmental  office 
environments. 

There  are  six  new  models  of  the  IBM  System/38 
with  a  lower  low  end  and  a  higher  high  end.  The  | 
smallest  system  has  internal  performance 
approximately  30  percent  faster  than  its  predecessor 
—and  costs  30  percent  less.  The  biggest  has  twice 
the  internal  memory  of  earlier  models. 

As  your  business  grows,  so  can  your  systems.  You  cl 
now  go  from  two  to  72  locally  attached  w'orkstations  w 
the  IBM  System/36  and  up  to  256  with  the  System/3 
Family  Technology 

Advanced  IBM  technolog\  is  included  in  models 
of  the  System/36  and  System/38.  For  instance, 
IBM's  one-million-bit  memory  chips  and  two  new 


When  you  choose  these  IBM  computer  systems 
there's  no  telling  how  far  you  can  grow. 

Because  our  most  popular  mid-range  computers 
have  grown.  They  have  advanced  technology. 
They're  faster.  They  can  process  more  information. 
And  they  can  communicate  better  than  ever  before. 

So  it's  easier  to  expand  your  systems  as  your 
business  needs  grow.  And  to  find  IBM  solutions  for 
your  business  problems. 

A  Po^verful  Family  Perlormance 

For  starters,  tlie  most  powerful  of  three  new  IBM 
System/36  models  has  internal  performance  approx- 
imately 50  percent  faster  than  v\'as  previously 
available.  It  has  3-V2  times  more  memory  capacity, 
which  can  metm  signif  icantly  improved  performance 


IBM...  The  coniAeelion  to  hav^. 


ir  family  ties. 


te-of-the-art  direct  access  storage  devices.  The 
\  storage  devices  can  quadruple  capacity  on  one 
del  of  the  System/36  and  double  it  on  the  larger 
item/38s.  And  on  the  Systeni/38  the  new  storage 
^ices  can  take  up  less  floor  space. 

New  Lines  of  Communication 
5o  now  businesses  with  IBM  System/36  and 
tem/38  computers  in  a  network  can  share 
jrmation  and  resources  more  easily  and  less 
>ensively  than  ever. 

rhey  can  operate  together  supporting  data 
icessing  and  office  applications. 
For  instance,  System/36  users  can  now  access 
1  use  applications  on  the  System/38.  And  users 
'ither  system  can  share  data  with  another 


IBM  System/36 

System/36,  a  System/38,  or  an  IBM  System/370 
processor. 

What  does  all  this  tell  you? 

That  IBM  has  a  continuing  commitment  to  tie 
computers  and  applications  together  and  offer  you 
quality  systems  and  solutions  to  business  problems. 
A  commitment  that,  of  course,  includes  support  and 
service. 

Call  your  IBM  marketing  representative  or  Value 
Added  Remarketer.  Or  for  free  literature,  call 
1800  IBM-2468,exi.  0()7/CD. 

So  whether  you  side  with  a  System/36  or  a 

System/38,  or  both,  the  best  way  to    —   — ^ 

keep  a  growing  business  communicating  ^  ^— ^  EzEz 
is  to  keep  it  all  in  the  family.  =  ~  E: 


More  of  the  Pacific 
from  the  airline  that  ^ 
brings  you  more 
oftheUS. 


No  other  U.S.  airline  offers  you 
more  across  the  Pacific  than  United 

United  is  the  only  U.S.  airline 
serving  thirteen  cities  in  the 
Far  East  and  South  Pacific.  With 
more  nonstops  from  more  U.S. 
gateways  than  any  other  airline. 
A  total  of  84  nonstops  every 
w^eek  from  six  convenient  U.S. 
gatew^ays.  Including  nonstop 
service  to  Tokyo,  Hong  Kong, 
Osaka,  Taipei,  Sydney  and 
Auckland. 

United's  Mileage  Plus 
Frequent  Flyer  Program  offers 
exciting  travel  aw^ards  that  can 
take  you  around  the  vs^orld. 

And  United's  Royal  Pacific 
Service  offers  you  the  best  of  the 
friendly  skies  every  step  of 
the  way. 

So  let  United  bring  you 
more  of  the  Pacific. 

Call  your  Travel  Agent  or 
United  Airlines. 

Tokyo  Taipei  Singapore 

Osaka  Hong  Kong  Sydney 

Seoul  Manila  Melbourne 

Beijing  Bangkok  Auckland 
Shanghai 
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1986  Fund  Ratings 


Dck  funds 


'erformance 


Investment  results 


Average 
annual 


Latest  12  months 


in 

in 

total 

from 

Total  assets 

Maximum 

Annual 

UP  DOWN 
 markets  

Fund/distributor 

return 
1976-86 

total 
return 

income 
dividends 

6/30/86 
(millions) 

%  change 

'86  vs  '85 

charge 

per  $100 

Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

14.7% 
16.7% 

35.8% 
32.4% 

3.2% 
2.2% 

A 

C 

Putnam  Voyager  Fund/Putnam 

20.9% 

46.2% 

0.6% 

$424 

50% 

8.50% 

$1.02 

A  + 

C 

Quasar  Associates/Alliance 

25.1 

54.2 

0.1 

205 

181 

t 

1.20 

•B 

•A 

Quest  for  Value  Fund/Oppenlieiraer  Cap 

— 

32.2 

0.7 

none 

2.18 

• 

Reich  &  Tang  Equity  Fund/Reich  &  Tang 

36.3 

2.5 

1  (\A 

none 

0.99t 

Reserve  Equity-Dreman  Contrarian/Resrv 

34.0 

2.9 

TO 
LL 

Zoo 

none 

l.OOt 

Rightime  Fund/Rightime 

— * 

— ' 

— • 

126 

none 

1.66t 

Rochester  Tax  Managed  Fund/Rochester 

— * 

16.2 

none 

33 

26 

8.50 

\.6,9t 

Royce  Fund-Value/Quest 

— ' 

26.1 

0.4 

1  O  1 

1.00b 

2.13* 

RPF  of  America-Equity  Fund/Venture 

31.7 

0.5 

1  X 

S.OOr 

1.46* 

C 

C 

Safeco  Equity  Fund/Safeco 

15.9 

36.5 

2.9 

ou 

7  1 

/  J 

none 

0.68 

B 

B 

Safeco  Growth  Fund/Safeco 

18.3 

19.5 

2.4 

80 

12 

none 

0.63 

D 

A 

Safeco  Income  Fund/Safeco 

15.4 

31.4 

4.5 

n  2 

yj 

223 

none 

0.73 

SBSF  Fund/Reich  &  Tang 

— 

27.7 

2.2 

yo 

1 1 1 

none 

1.40* 

Scandinavia  Fund/closed  end 

— 

— 

jy 

NA 

NA 

Sci/Tech  Holdings/ML  Funds 

41.3 

0.9 

307 

—4 

8.50 

1.39 

A 

D 

Scudder  Capital  Growth  Fund/Scuddet 

18.6 

34.8 

1.2 

498 

58 

none 

0.87 

B 

B 

Scudder  Development  Fund/Scudder 

21.7 

30.1 

0.7 

7  CO 

A  1 

41 

none 

1.30 

B 

D 

Scudder  Growth  &  Income  Fund/Scudder 

14.8 

33.8 

4.1 

oy^ 

4.1 

none 

0.84 

C 

B 

Scudder  International  Fund/Scudder 

17.1 

69.0 

1.3 

640 

none 

0.99 

Second  Fiduciary  Exchange  Fund/It 

27.8 

2.0 

73 

1 6 

none 

0.76 

Security  Action  Fund/Security 

— ' 

33  1 

2.4 

76 

134 

8.50 

0.90 

A 

D 

Security  Equity  Fund/Security 

16.9 

33.3 

3.7 

ZO  / 

7 

f 

8.50 

0.70 

D 

C 

Security  Investment  Fund/Security 

13.8 

20.6 

5.7 

108 

2 

8.50 

0.79 

Security  Omni  Fund/Security 

~* 

27 

8.50 

NA 

A 

D 

Security  Ultra  Fund/Security 

20.7 

28.4 

4.6 

1 19 

7 

8.50 

0.82 

D 

B 

Selected  American  Shares/Prescott,  Ball 

'15.1 

36.6 

3.3 

154 

52 

none 

0.87* 

C 

D 

Selected  Special  Shares/Prescott,  Ball 

11.3 

24.0 

3.1 

1  C\ 
lU 

none 

1.23* 

A 

D 

Seligman  Capital  Fund/Seligman 

21.5 

38.0 

none 

222 

12 

8.50 

0.82 

B 

C 

Seligman  Common  Stock  Fund/Seligman 

17.0 

41.3 

3.2 

579 

31 

7,25 

0.58 

Seligman  Communications  &  Info/Seligman 

42.7 

none 

52 

4 

8.50 

1.39 

B 

D 

Seligman  Growth  Fund/Seligman 

14.4 

40.2 

1.4 

7/1  "X 

1  fl 

7.25 

0.59 

D 

A 

Sentinel  Common  Stock  Fund/Equity  Services 

17.4 

40.0 

3.4 

513 

33 

8.50 

0.65 

A 

D 

Sentinel  Growth  Fund/Equity  Services 

17.2 

38.0 

1.8 

60 

36 

8.50 

0.79 

B 

C 

Sentry  Fund/Sentry 

16.8 

42.0 

2.3 

46 

37 

8.00 

0.71 

D 

A  + 

Sequoia  Fund/Ruane  Cunniff 

23.8 

23.7 

3.3 

710 

24 

t 

1.00 

Shearson  Aggressive  Growth  Fund/Shearson 

47.2 

none 

130 

15 

5.00 

1.20 

B 

B 

Shearson  Appreciation  Fund/Shearson 

20.7 

40.0 

none 

279 

87 

5.00 

1.10 

Shearson  Fundamental  Value  Fund/Shearson 

12.3 

2.6 

119 

11 

5.00 

1.20 

Shearson  Global  Opportunities/Shearson 

64.2 

0.2 

295 

305 

5.00 

1.30 

al  return  is  for  9/30/76  lo  6/30/86.  For  all  categories  other  than  money  markets,  funds  are  added  to  this  sectii  )n  when  they  exceed  $S  million  in  net  assets  and  deleted  when 
y  drop  below  $2  million.    Stock  and  balanced  fund.s  are  rated  only  if  in  operation  since  11/30/HO    •I'und  rated  for  two  periods  only;  maximum  allowable  grade 
•Fund  not  in  operation  for  full  period.    tFund  not  currently  .selling  new  shares.    X\-wn<S  has  12b-l  plan  (hidden  load)  pending  or  in  force.    *^:F,xchange  fund,  not 
■rentiy  selling  new  shares,    b:  Includes  redemption  fee  that  reverts  to  distributor.    r:lncludcs  redemption  fee  that  revert,s  to  fund.    NA:  Not  applicable  or  not  available 

ible  of  distributors,  showing  addresses  and  phone  numbers,  begins  on  page  186. 
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1936  Fund  Ratings 


Stock  funds 


Perfonnaiice 


Investment  results 

Average        Latest  12  months 


in  in 
UP  DOWN 

 markets   Fund/distributor 


annual 
total 
return 
1976-86 


total 
return 


return 
from 
income 
dividends 


Toul  assets  Maximum  Am 

%  change       sales  expt 
charge  per 


6/30/86 
(millions)    '86  vs  '85 


Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

14.7% 
16.7% 

35.8% 
32.4% 

3.2% 
2.2% 

Shearson  Lehman-Equity  Growth/Shearson 

— • 

— • 

— * 

$123 

— 

5.00%  b 

$2 

Shearson  Lehman-Equity  Plus/Sheatson 

— ' 

— * 

—  ■ 

28 

— 

5.00b 

2. 

Shearson  Lehman-International  Equity/Shearson 

— ' 

— * 

— * 

166 

— 

5.00b 

1. 

Shearson  Lehman-Option  Income/Shearson 

— * 

— * 

— * 

469 

— 

5.00b 

1. 

c 

C 

Sherman,  Dean  Fund/Sherman,  Dean 

4.9% 

-21.3% 

0.7% 

2 

-44% 

none 

2. 

D 

D 

Sierra  Growth  Fund/Sierra 

8.8 

-80.7 

none 

5" 

-19 

none 

1 

B 

B 

Sigma  Capital  Shares/Sigma 

20.9 

37.9 

1.4 

102 

88 

8.50 

1 

D 

B 

Sigma  Investment  Shares/Sigma 

15.4 

39.2 

2.8 

84 

31 

8.50 

1 

B 

C 

Sigma  Special  Fund/Sigma 

16.7 

37.1 

1.3 

21 

27 

8.50 

1 

A 

B 

Sigma  Venture  Shares/Sigma 

23.7 

32.7 

1.0 

93 

36 

8.50 

0 

Sigma  World  Fund/Sigma 

— * 

58.8 

none 

7 

NM 

8.50 

2. 

B 

C 

Smith  Barney  Equity  Fund/Smith  Barney 

16.7 

36.0 

2.5 

80 

28 

none 

0. 

D 

A 

Smith  Barney-Income  &  Growth/Smith  Barney 

17.6 

25.2 

5.7 

263 

449 

5.75 

0. 

C 

A 

Sogen  International  Fund/Sogen 

19.1 

39.4 

3.5 

60 

29 

4.25 

1. 

Sound  Shore  Fund/Reich  &  Tang 

— ' 

38.1 

1.0 

20 

827 

none 

1. 

C 

A  + 

Source  Capital/closed  end 

22.9 

24.1 

4.1 

300 

10 

NA 

0. 

D 

A 

Sovereign  Investors/Sovereign 

16.5 

40.8 

3.8 

32 

58 

5.00 

1. 

A  + 

D 

Spectra  Fund/closed  end 

22.4 

48.0 

none 

7 

35 

NA 

2. 

C 

D 

State  Bond  Common  Stock  Fund/State  Bond 

10.9 

40.0 

1.5 

35 

15 

8.50 

1, 

D 

C 

State  Bond  Diversified  Fund/State  Bond 

12.7 

34.6 

3.3 

16 

32 

8.50 

0. 

B 

D 

State  Bond  Progress  Fund/State  Bond 

14.9 

44.0 

1.2 

9 

23 

8.50 

1. 

State  Street  Exchange  Fund/tt 

— * 

35.1 

1.7 

160 

23 

none 

0. 

State  Street  Growth  Fund/tt 

— • 

32.2 

2.4 

280 

18 

l.OOr 

0. 

C 

C 

State  Street  Investment  Corp/State  Street 

15.0 

28.2 

2.6 

590 

19 

l  oot  b 

0. 

D 

F 

Steadman  American  Industry  Fund/Steadman 

4.1 

13.6 

none 

8 

-10 

none 

5.1 

F 

B 

Steadman  Associated  Fund/Steadman 

9.2 

41.4 

none 

26 

17 

none 

2.. 

F 

D 

Steadman  Investment  Fund/Steadman 

5.2 

2.9 

0.9 

9 

-13 

none 

5- 

D 

F 

Steadman  Oceanographic  Technology/Steadman 

5.0 

16.2 

none 

6 

2 

none 

5.. 

A  + 

D 

Stein  Roe  &  Farnham  Capital  Opp/Stein  Roe 

19.7 

41.9 

0.6 

219 

15 

none 

0« 

A 

A. 

F 

Stein  Roe  &  Farnham  Stock  Fund/Stein  Roe 

14.3 

32.5 

1.3 

256 

13 

none 

0  t 

SteinRoe  Discovery  Fund/Stein  Roe 

35.3 

0.3 

133 

37 

none 

1.; 

•A 

•C 

SteinRoe  Special  Fund/Stein  Roe 

31.7 

1.6 

349 

33 

none 

0.'; 

•A 

•D 

SteinRoe  Universe  Fund/Stein  Roe 

36.9 

1.1 

115 

-2 

none 

Strategic  C.ipital  Gains/Strategic 

15.9 

none 

8 

-1 

8.50 

A 

•F 

Strategic  Investments  Fund/Strategic 

-38.0 

9.0 

62 

-53 

8.50 

Strategic  Silver  Fund/Strategic 

-23.0 

0.1 

16 

95 

8.50 

1. 

C 

C 

Stratton  Growth  Fund/Stratton 

16.1 

29,3 

2.1 

19 

30 

none 

1  L 

D 

A  + 

Stratton  Monthly  Dividend  Shares/Stratton 

15.4 

27.7 

7.3 

34 

109 

none 

1/ 

Strong  Opportunity  Fund/Strong 

17 

2.00 

N 

Total  return  is  for  9/30  "6  lo  (v 50/86.  For  all  categories  other  than  money  markeLs,  funds  are  added  to  this  section  w  hen  the\-  exceed  f  5  million  in  net  assets  and  deleted 
they^drop  below  $2  million.  Stcxk  and  balanced  funds  are  rated  only  if  in  operation  since  11/30/80  •Fund  rated  for  rsvo  periods  only;  maximum  allowable"gr 
A.  'Fund  not  in  operation  for  full  period.  tFund  not  currently  selling  new  shares.  tFund  has  12b-l  plan  (hidden  load)  pending  or  in  force  t^Exchange  fund, 
currently  selling  new  shares.  '^Assets  as  of  3/31/86.  b:  Includes  redemption  fee  that  reverts  to  distributor,  r:  Includes  redemption  fee  that  reverts  to  fund  NA: 
applicable  or  not  available    NM:  Not  meaningful. 

Table  of  distributoi    >  ho-ving  addresses  and  phone  numbers,  begins  on  page  186. 
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SOME  INFORMATION  ABOUT 
FINANCIAL  PLANNING 
YOU  MIGHT  HAVE  OVERLOOKED. 


t 
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t 

i 
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WMEH 

ERCABAirS 

TAX  MAN  Bins 

FMANOAL 
PLANNmG 


Now  that  your  hard  work  is  paying  off,  you  need  to 
3rn  all  you  con  about  financial  planning. 
However,  considering  the  number  of  magazines, 
x)ks  and  articles  available  on  everything  from 
vestments  to  estate  planning,  you're  going  to  need 
ilp  handling  it  all.  Notto  mention  making  sense  of  it. 
The  fact  is,  if  your  income  is  substantial,  financial 
inning  is  a  full-time  job  thot  requires  in-depth  knowl- 
jge,  expertise  and  constantly  updated  information. 
And  those  are  precisely  the  kind  of  resources  we 
CIGNA  have  to  offer. 

Moreover,  working  closely  with  you,  we  can  provide 
Drogram  that  will  give  you  better  control  over 
ery  aspect  of  your  financial  situation.  We'll  lay  out 


options  and  help  you  evaluate  the  pros  and  cons  of 
each.  Together  we'll  tailor  a  plan  that  reflects  your 
financial  philosophy  addresses  your  present  needs 
and  provides  for  your  long-term  goals. 

While  we  work  on  a  fee  basis,  we've  consistently 
shown  clients  how  to  save  enough  on  their  income 
taxes  alone  to  more  than  offset  the  expense. 

To  find  out  how  we  can  help  you,  coll  a  local 
CIGNA  Individual  Financial  Services  Company  office 
or  write  CIGNA  Corporation,  Dept.  R4,  One  Logan 
Square,  Philadelphia,  FA  19103. 

Chances  ore,  this  is  one  piece  of 
financial  planning  information  you'll 
be  glad  you  didn't  overlook. 


CIGNA 


Fund  Ratings 


Stock  funds 


Performance 

in  in 

Investment  results 

Average        Latest  12  months 
annual  return 
total  from 

Total  assets 

Maximum 

An 

UP  DOWN 
 markets  

Fund/distributor 

return 

1976-86 

total 
return 

income 
dividends 

6/30/86 
(millions) 

%  change 
'86  vs  '85 

sales 
charge 

expi 
per 

Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

14.7% 
16.7% 

35.8% 
32.4% 

3.2% 
2.2% 

Summit  Investor's  Fund/AIM  Distributor 

33.0% 

0.7% 

Soz 

147% 

$1 

Sunbelt  Growth  Fund/Criterion 

1 1  I 

Zl .  I 

n  7 

yo 

1^ 

—6o 

8.50% 

1 

B 

D 

Surveyor  Fund/Alliance 

15.5% 

45.2 

0.6 

107 

28 

8.50 

1 

B 

D 

Technology  Fund/Kemper 

15.9 

29.6 

1.8 

632 

_6 

8.50 

0 

Templeton  Foreign  Fund/Securities  Fund 

39.4 

2.2 

179 

108 

8.50 

0 

Templeton  Global  I/Securities  Fund 

32.5 

1 .9 

322 

2 1 

t 

0 

Templeton  Global  Il/Securities  Fund 

Ly  .L 

1  7 

JZZ 

yz 

8.50 

1 

C 

A 

Templeton  Growth  Fund/Securities  Fund 

19.6 

29.4 

1.7 

1  782 

60 

8.50 

0 

C 

•B 

Templeton  World  Fund/Securities  Fund 

30.7 

2.6 

3  204 

45 

8.50 

0 

Thomson  McKinnon  Growth  Fund/Thomson 

37  3 

2  9 

190 

1 75 

5.00b 

1 

Thomson  McKinnon  Opportunity  Fund/Thomson 

33.7 

none 

66 

92 

5.00b 

1 

C 

c 

Transatlantic  Fund/Transatlantic 

Id.  I 

Q  1  7 

y  V.I 

none 

lyo 

none 

1 

B 

D 

Tri-Contioental  Corp/closed  end 

15  6 

45  3 

9  0 
z.y 

1  460 

NA 

0 

A 

B 

Tudor  Fund/Weiss,  Peck 

^7 

101 
1  y  1 

A7 

none 

0 

20th  Century  Giftrust  Investors/20th  Century 

O  i  -O 

none 

7 

1 

I  \  0 

I I  y 

0.50r 

1 

A  + 

c 

20th  Centui7  Growth  Investors/20th  Century 

28.2 

48.5 

0.9 

1,051 

33 

none 

1 

A  + 

B 

20th  Century  Select  Investors/20th  Century 

29.6 

44.0 

1 .4 

1,987 

85 

none 

1 

20th  Century  Ultra  lnvestors/20th  Century 

33  7 

0  1 

410 

—  11 

0.50r 

1 

20th  Century  Vista  Investors/20th  Century 

JO. a 

none 

1  AO 

Al 

0.50r 

1 

UMB  Stock  Fund/Jones  &  Babson 

1\  1 

c  c 
J.D 

7n 
/u 

none 

0 

Unified  Growth  Fund/Unified 

30.4 

1.4 

11 

57 

none 

1 

D 

c 

Unified  Mutual  Shares  Fund/Unified 

13.9 

28.7 

3.1 

20 

59 

none 

1 

C 

C 

United  Accumulative  Fund/Waddell  &  Reed 

1  7  n 

1  A 

7^^ 

1 7 

Z  1 

8.50 

0 

C 

B 

United  Income  Fund/Waddell  &  Reed 

1  ^  7 

Id.  1 

Z.O 

AC\ 

8.50 

0 

C 

B 

United  International  Growth/Waddell  &  Reed 

1  7  1 

JZ.O 

1 .0 

1  QO 

loy 

/  D 

8.50 

1 

United  New  Concepts  Fund/Waddeil  &.  Reed 

49.0 

1.0 

60 

96 

8.50 

1 

B 

D 

United  Science  &  Energy  Fund/Waddell  &  Reed 

14.2 

35.0 

2.8 

196 

19 

8.50 

0 

A 

C 

United  Services-Gold  Shares/United  Services 

— ao.y 

7  C 

1 1  ^ 

— 

none 

1 

United  Services-Good  &  Bad/United  Services 

T  7  7 

Li  .f 

o  o 

u.y 

1 1 

—  lU 

none 

1 

United  Services-Growth/United  Services 

3n  o 
oU.y 

U.o 

IZ 

—6 

none 

1 

United  Services-New  Prospector/United  Services 

27 

2.00b,  r 

0 

United  Services-Prospector/United  Services 

-1.9 

none 

61 

-20 

2.00t  b,  r 

1 

US  Boston  Investment-Boston  I/US  Boston 

33.0 

0.9 

19 

589 

1.00b 

I 

B 

B 

US  Trend  f  iind'''/Tenneco 

19.9 

23.5 

1.5 

89 

18 

7.50 

0 

B 

3 

United  Vanguard  Fund/Waddell  &  Reed 

22.1 

31.7 

2.7 

525 

28 

8.50 

1 

USAA  Investment  Trust-Cornerstone/USAA 

21.8 

2.4 

22 

72 

none 

1 

USAA  Investment  Trust-Gold  Fund/USAA 

-21.0 

2.0 

18 

22 

none 

1 

•B 

•D 

USAA  Mutual-Growth  Fund/USAA 

28.8 

1.5 

202 

29 

none 

1 

USA  \  Mutual- Sunbelt  Era  Fund/USAA 

30.2 

0.5 

157 

19 

none 

1 

Total  return  is  for  9/30/76  to  fo  30/86.  For  all  categories  otlier  than  money  markets,  funds  are  added  to  this  section  when  the\-  exceed  fS  million  in  net  assets  and  deleted  ^ 
they^drop  below  $2  million.    Stock  and  balanced  funds  are  rated  onl\-  if  in  operation  since  11/30/80    •Fund  rated  for  two  periods  onlv:  maximum  allovvable  js 
A.    'Fund  not  in  operation  fur  Ml  period.    "Available  only  through  monthly  contractual  plan    tFund  not  currently  selling  new  shares.    JFund  has  12b  1  plan  (hi 
load)  pending  or  in  force    '^Fonnerly  Plitrend  Fund,    b:  Includes  redemption  fee  that  re\ens  to  distributor    r;  Includes  redemption  fee  that  reverts  to  ftind  NA 
applicable  or  not  available. 

Table  of  distributors,  showing  addresses  and  phone  numbers,  begins  on  page  186. 
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How  to  get  cash  in  five  times  as  many 
places  as  American  Express. 

Whether  you  need  rupees 
for  a  rug  in  Kashmir,  or 
dollars  for  an  emergency 
in  Seattle,  yourVisaxard  is  the 
easiest  way  to  get  cash. 

Because  the  Visa  symbol 
means  you  have  instant  access 
to  dollars  or  drachmas,  cruzeiros 
or  pesos  at  over  180,000  banks  in  the 
U.S.  and  abroad. 

That's  more  than  five  times  as  many  places 
around  the  world  as  American  Express. 

There  are  also  over  8,000  cash  machines 
where  you  just  enter  your 
personal  I.D.  number 
and  Visa  card  and 
you  leave  with  cash. 

Next  time  you  travel,  look  for 
the  Visa  symbol.  It  means  easy 
access  to  cash  in  any  language 


It's  everywhere  you  want  to  be! 


1986  Fund  Ratings 


Stock  funds 


Performance 


Investment  results 

Average        Latest  12  months 


in  in 
UP  DOWN 

 markets   Fund/distributor 


annual 
total 
return 
1976-86 


total 
return 


return 
from 
income 
dividends 


Total  assets 


6/30/86 
(millions) 


 Maximum 

%  change  sales 
'86  vs  '85  charge 


Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

14.7% 
16.7% 

35.8% 
32.4% 

3.2% 
2.2% 

F 

A  + 

Valley  Forge  Fund/Valley  Forge 

17.0% 

7.0% 

4.4% 

$10 

-5% 

1.00%r 

$1 

Value  Line  Convertible  Fund/Value  Line 

— ' 

30.8 

2.7 

58 

NM 

none 

1 

B 

B 

Value  Line  Fund/Value  Line 

18.9 

40.8 

1.1 

272 

35 

none 

D 

A 

Value  Line  Income  Fund/Value  Line 

17.7 

29.2 

6.2 

159 

21 

none 

B 

A 

Value  Line  Leveraged  Growth/Value  Line 

24.3 

39.0 

1.2 

306 

32 

none 

A 

B 

Value  Line  Special  Situations/Value  Line 

18.7 

33.6 

0.2 

266 

4 

none 

Vance,  Sanders  Exchange  Fund/tt 

14.1 

28.5 

2.1 

163 

14 

none 

C 

A 

Vance,  Sanders  Special  Fund/Eaton  Vance 

18.0 

14.7 

0.4 

108 

-7 

8.50 

A 

B 

Vanguard  Explorer  Fund/Vanguard 

20.4 

17.3 

0.9 

360 

3 

t 

Vanguard  Explorer  Fund  ll/Vanguard 

— ' 

16.8 

0.3 

42 

NM 

none 

Vanguard  Gemini  11  CapitaI'VVanguard 

— * 

43.8 

none 

263 

22 

NA 

C 

Vanguard  Gemini  U  Income  "/Vanguard 

— * 

13.5 

13.9 

NA 

C 

D 

Vanguard  Index  Trust/Vanguard 

13.6 

35.1 

3.3 

492 

26 

none 

C 

B 

c 

Vanguard  WL  Morgan  Growth  Fund/Vanguard 

16.8 

32.2 

1.6 

769 

33 

none 

c 

B 

C 

Vanguard  Naess  &  Thomas  Special/Vanguard 

15.3 

29.0 

none 

42 

10 

none 

c 

Vanguard  PrimeCap  Fund/Vanguard 

— * 

38.5 

0.6 

102 

375 

none 

0 

D 

A  + 

Vanguard  Qualified  Dividend  Port  I/Vanguard 

21.8 

27.1 

6.9 

180 

14 

t 

c 

Vanguard  Spec-Energy/Vanguard 

— ' 

2.4 

4.5 

9 

431 

l.OOr 

0 

Vanguard  Spec-Gold  &  Prec  Metals/Vanguard 

— * 

-9.2 

3.2 

26 

40 

l.OOr 

0 

Vanguard  Spec-Health  Care/Vanguard 

— ' 

43.1 

0.7 

51 

393 

l.OOr 

0 

Vanguard  Spec-Service  Economy/Vanguard 

— * 

38.0 

0.8 

82 

310 

l.OOr 

0 

Vanguard  Spec- Technology/Vanguard 

— ' 

21.8 

0.6 

17 

174 

l.OOr 

0 

Vanguard  Trustees'  Commingled-lntl/Vanguard 

— * 

59.5 

2.6 

650 

46 

none 

0 

•C 

•C 

Vanguard  Trustees'  Commingled-US/Vanguard 

— * 

22.0 

3.8 

198 

-30 

none 

0 

C 

A 

Vanguard  Windsor  Fund/Vanguard 

20.4 

29.8 

4.7 

4,836 

29 

t 

0 

Vanguard  Windsor  Il/Vanguard 

— • 

33.1 

2.4 

665 

NM 

none 

0 

Vanguard  World-International  Growth/Vanguard 

— * 

— * 

— * 

352 

— 

none 

0. 

Vanguard  World-US  Growth/Vanguard 

— * 

— • 

— * 

185 

— 

none 

0. 

D 

B 

Variable  Stock  Fund/Variable 

13.3 

25.7 

2.4 

9 

16 

none 

1 

Viking  Equity  Index  Fund-General/Fairfield 

29.5 

1.7 

5 

206 

none 

0. 

C 

D 

Wall  Street  Fund/Wall  Street 

11.5 

32.6 

0.6 

11 

59 

5.50 

1 

Warburg  International  Fund/Reich  &  Tang 

10 

none 

•1. 

D 

A 

Washington  Mutual  Investors/American  Funds 

17.7 

36.4 

3.9 

1,477 

97 

8.50 

0. 

A  + 

C 

Weingartec  Equity  Fund/AIM 

27.2 

46.5 

0.7 

225 

38 

none 

1. 

Westergaard  Fund/Ladenburg 

18.8 

1.6 

21 

-11 

8.50 

2. 

Worid  of  Technology/Financial  Prog 

40.3 

none 

10 

33 

none 

1. 

A 

D 

WPG  Fund/Weiss,  Peck 

18.1 

34.4 

3.2 

50 

29 

none 

1. 

WPG  Growth  Fund/Weiss,  Peck 

25 

none 

N 

Z  Seven  Fund/closed  end 

56.7 

none 

25 

52 

NA 

4. 

Toial  return  is  for  9/30/76  to  6.  ,^!>  ,S6.  For  categories  other  than  money  markets,  funds  are  added  to  this  section  v^  hen  the\-  exceed  $5  million  in  net  assets  and  deleted  n 
they^drop  below  $2  million.  Stork  and  balanced  funds  are  rated  only  if  in  operation  since  11/30/80  •Fund  rated  for  trvo  periods  only;  maximum  allowable  g: 
A.  'Fund  not  in  operation  for  fill'  period.  TFund  not  currently  selling  new  shares.  tFund  has  12b-l  plan  (hidden  load)  pending  or  in  force  tJExchange  fund, 
currently  selling  new  shares.  "Shareholders  of  Vanguard  Gemini  II  Capital  shares  receive  all  capital  gains.  Income  shareholders  receive  all  income  dividends.  Asset; 
combined,    r:  Includes  redemption  fee  that  revens  to  fund.    NA:  Not  applicable  or  not  available    NM:  Not  meaningful 

Table  of  distributors,  showing  addresses  and  phone  numbers,  begins  on  page  186. 
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Naviaation/GuMaiice:  one  reason  aerosp^ 
electronics  has  become  our  business. 


That's  Singer  technology. 

Our  navigation/guidance  systems  are  employed  in  the 
Trident  missile,  B-IB  aircraft,  Space  Shuttle,  and  a  wide  range 

of  other  defense  and  space  programs.  We're  a  leader  in 
precision  navigation/guidance— one  of  the  technologies  that 
make  aerospace  electronics  our  largest  business. 

The  Singer  Company.  8  Stamford  Forum.  Stamford  CT  06904 


1986  Fund  Rating: 


Work 
and 

Consistent 
Results* 

The  Nicholas  Family  of  Funds 
700  N.  Water  Street 
Milwaukee,  WI.  53202 
(414)  272-6133 


I 

Balanced  funds  i 


Balanced  funds  mix  stocks  and  bonds 
or  buy  a  lot  of  convertible  bonds, 
which  are  themselves  a  stock-bond 
hybrid.  Forbes  classifies  a  fund  as  bal- 
anced if  stocks  consistently  make  up 
between  20%  and  80%  of  the  fund's 
assets  (exclusive  of  cash).  These  funds 
tend  to  outperform  pure  stock  funds 
in  bear  markets  and  underperform 
them  in  bull  markets.  They  are  graded 
against  one  another  separately  from 
the  stock  funds  but  according  to  a 


similar  system:  Separate  grades  are 
awarded  for  a  fund's  average  perfor-  i 
mance  in  up  markets  and  for  perfor- 
mance in  down  markets.  The  defini- 
tion of  up  and  down  periods  is  the 
same  as  that  used  for  stock  funds  and 
is  shown  in  the  chart  on  page  112.  To 
obtain  information  about  a  fund,  call 
or  write  the  distributor  listed  next  to 
the  fund's  name.  Distributor  address- 
es and  phone  numbers  are  listed  in  the 
tables  that  begin  on  page  186. 


For  more  corriplete  information, 
including  management  fees  and 
expenses,  please  write  or  call 
for  a  prospectus.  Please  read 
it  carefully  before  you  invest  or 
send  money 

Name  

Address  

City  State  ZIP  


Performance 

in  in 
UP  DOWN 
 markets  


Fund/distributor 


Investment  resu 

Average 
annual 
total 

return  total 
1976-86  return 


Standard  &  Poor's  500  stock  average 
Forbes  balanced  fund  composite 

14.7% 
14.4% 

35.8% 
26.8% 

Advantage  Income  Fund/Advest 

 • 

 • 

c 

B 

American  Balanced  Fund/American  Funds 

13.8% 

28.5% 

A 

B 

American  Capital  Convertible  Sees/closed  end 

20.0 

29.6 

A 

D 

American  Capital  Harbor  Fund/American  Cap 

17.3 

27.7 

B 

D 

Axe-Houghton  Fund  B/Axe-Houghton 

14,4 

40,1 

A 

D 

Bancroft  Convertible  Fund/closed  end 

14.6 

25.1 

C 

C 

Bullock  Balanced  Shares/Bullock 

13.9 

36.8 

Calvert  Social  Invest-Managed  Growth/Calvert 

32.8 

C 

A 

Castle  Convertible  Fund/closed  end 

15.9 

5.0 

Clipper  Fund/Pacific 

28.2 

Colonial  Advanced  Strategies  Gold  Trust/Colonial 

6.3 

B 

F 

Colonial  Fund/Colonial 

13.7 

33.8 

C 

D 

Commerce  Income  Shares/Criterion 

12.8 

19.1 

C 

D 

Composite  Bond  &  Stock  Fund/Murphey  Favre 

12.4 

20.2 

Connecticut  Mutual-Income/Conn  Mutual 

•D 

•D 

Convertible  Yield  Sees/ AIM  Distributor 

23.9 

•F 

•A 

Country  Capital  Income  Fund/Country  Capital 

20.1 

B 

D 

Dodge  &  Cox  Balanced  Fund/Dodge  &  Cox 

13.7 

32.5 

C 

C 

Dreyfus  Convertible  Securities  FundVDreyfus 

13.7 

37.3 

F 

B 

Eaton  Vance  Income  Fund  of  Boston/Eaton  Vance 

12.2 

20.3  1 

B 

C 

Eaton  Vance  Investors  Fund/Eaton  Vance 

14.5 

21.9 

D 

B 

Federated  Stock  &  Bond  Fund/Federated 

13.6 

20.5 

First  Australia  Fund/closed  end 

C 

A 

Franklin  Custodian-Income/Franklin 

16.5 

9.8  1 

•B 

•B 

GPM  Fund/Trusteed 

30.6 

Total  return  i.s  for  9/30/76  to  6/30/86.  For  all  categories  other  than  mone\-  niarkeLs.  funds  are  added  to  this  sectio' 
they  exceed  $5  million  in  net  assets  and  deleted  when  the\-  drop  below  $2  milhon.  Stock  and  balanced  funds  ;ii 
only  if  in  operation  since  1 1/30/80.  •Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  *Funa 
operation  for  full  period.  JFund  has  12b-l  plan  (hidden  load)  pending  or  in  force  'Formerly  Dreyfus 
Income  Fund,  b:  Includes  redemption  fee  that  reverts  to  distributor  r:  Includes  redemption  fee  that  rev 
fund.    NA:  Not  applicable  or  not  available. 

Table  of  distributors,  showing  addresses  and  phone  numbers,  begins  on  page  11 


Don't  trade 


toaster. 


A lot  of  places  will  offer  you  all  kinds  of 
free  gifts  to  keep  your  business.  But 
if  you  prefer  an  investment  that's  more 
involved  in  making  money  than  making  breakfast,  consider 
Twentieth  Century  U.S.  Governments — a  mutual  fund  that's  per- 
fect for  people  who  want  both  high  current  income*  and  the  kind  of 
safety  that  comes  from  investing  only  in  securities  of  the  U.S. 
government  and  its  agencies.  You  can  start  your  U.S.  Governments 
account  with  any  amount  you  choose — there's  no  minimiun 
required.  And  you  never  pay  a  penalty  to  withdraw  your  money — 
it's  there  whenever  you  need  it.  So  don't  settle  for  a  free  toaster, 
when  you  might  find  something  you  can  really  use — 
some  extra  bread. 

Want  to  kncnv  more?  For  complete  information  about  U.S. 
Gofvetwnents  and  our  six  other  funds,  zurite  or  call  for  a  free  prospectus. 
Please  reed  the  prospectus  carefully  before  investir^. 

No-Load,  No-Minimum  Mutual  Funds 


PlL-asc  send  a  ticc  pruspecius  lo. 


Name. 


Address  _ 


City. 


I 
I 
I 
I 
I 


1-800-345-2021,  ext.  403 

'For  the  12  months  ending  July  31 , 1986,  U.S.  Governments'  total  return  of  reinvested 
monthly  dividends  and  price  change  was  12  44%.  consisting  of  an  average  dividend 
yield  of  9.14%  plus  price  appreciation  of  3.30%.  This  rate  describes  past  perfor- 
mance, and  is  not  a  projection  for  the  future.  The  fund's  share  price  and  yield  fluctuate 
and  are  not  guaranteed 


State . 


Zip . 


P.O.  Box  200,  Kansas  City,  Missouri  64141 


1986  Fund  Ratings 


Balanced  funds 


Performance 


in  in 
UP  DOWN 

 markets   Fund/distributor 


Investment  results 

Average  Latest  12  months 
annual  return 
total  from 
return  total  income 

1976-86  return  dividends 


Total  assets  Maximum  An 

6/30/86  %  change  sales  exp 
[millions)    '86  vs  '85       charge  per 


Standard  &  Poor's  500  stock  average 
Forbes  balanced  fund  composite 


14.7% 
14.4% 


35.8% 
26.8% 


3.2% 
6.1% 


Idex  Fund  Il/Idex 


$  6 


8.50% 


IDS  Mutual/IDS 


13.3% 


27.9% 


6.8% 


1,305 


16% 


5.00 


Income  Fund  of  America/ American  Funds 


14.9 


21.3 


6.9 


557 


52 


8.50 


Industrial  Series-Option  Income/Mackenzie 


35 


8.50 


A  + 


D       Kemper  Total  Return  Fund/Kemper 


18,3 


32.5 


4.4 


579 


84 


8.50 


Keystone  Custodian  K- 1 /Keystone 


12.7 


24.1 


5.3 


419 


44 


4.00r 


D       Loomis-Sayles  Mutual  Fund/NEL 


46.3 


3.7 


173 


67 


B       Mass  Financial  Total  Return  Trusts/Mass  Financial  14.9 


32.7 


5.3 


310 


38 


7.25 


•B       Merrill  Lynch  Equi-Bond  I  Fund/ML  Funds 


22.3 


4.4 


17 


4.00 


Merrill  Lynch  Phoenix  Fund/ML  Funds 


31.2 


5.2 


123 


24 


6.50 


Mutual  of  Omaha  Income  Fund/Mutual  of  Omaha  10.5 


21.1 


8.6 


100 


62 


8.00 


A+     National  Total  Income  Fund^/National  Sees 


17.3 


38.8 


6.2 


78 


31 


7.25 


National  Total  Return  Fund/National  Sees 


17.6 


31.1 


4.9 


260 


56 


7.25 


Phoenix  Balanced  Fund/Phoenix 


35.2 


4.9 


140 


72 


8.50 


Provident  Fund  for  Income/ American  Cap 


14.0 


21.6 


6.0 


109 


7.25 


George  Putnam  Fund  of  Boston/Putnam 


14.1 


31.8 


5.9 


369 


21 


8.50 


Rea-Graham  Fund/Rea-Graham 


23  2 


3.3 


39 


139 


8.50 


B       Seligman  Income  Fund/Seligman 


13.9 


24.5 


8.2 


132 


40 


4.75 


B       Sentinel  Balanced  Fund/Equity  Services 


14.5 


28.0 


5.2 


36 


118 


8.50 


B       Sigma  Trust  Shares/Sigma 


13.8 


26.9 


5.3 


39 


27 


8.50 


SteinRoe  Total  Return  Fund/Stein  Roe 


11.5 


26.9 


5.0 


149 


33 


Strong  Investment  Fund/Strong 


30.7 


5.4 


315 


55 


1.00 


Strong  Total  Return  Fund/Strong 


40.7 


5.7 


447 


141 


1.00 


Unified  Income  Fund/Unified 


14.3 


8.0 


13 


47 


United  Continental  Income  Fund/Waddell  &  Reed  16.8 


39.0 


4.2 


215 


167 


8.50 


United  Gold  &.  Govemment/Waddell  &  Reed 


Vanguard  Star  Fund/Vanguard 


22.2 


5.6 


389 


984 


8.50 


Vanguard  Weliesley  Income  Fund/Vanguard 


14.0 


24.2 


8.3 


338 


117 


D       Vanguard  Wellington  Fund/Vanguard 


14.7 


29.0 


6.0 


1,027 


43 


World  Trends  Fund/Van  Eck 


43 


Total  return  Is  for  9/30/"'o  to  (3/30/86.  For  all  categoric.',  other  than  money 
markets,  fund;  are  added  to  this  section  when  they  exceed  $5  million  in  net 
assets  and  deleted  when  they  drop  below  $2  million.  Stock  and  balanced 
funds  are  rated  only  if  in  operation  since  11/30/80.  •Fund  rated  for  two 
periods  onl\-;  nia-xirnum  allowable  grade  A,  'Fund  not  in  operation  for  full 
period,  +Fund  has  1 2b- 1  plan  ( hidden  load )  pending  or  in  force,  ^Former- 
ly Mass  Income  Development  Fund.  'Formerly  National  Income  Fund, 
r:  Includes  redemption  fee  that  reverts  to  fund.  NA:  Not  appllfcable  or  not 
available. 


Table  of  distribuK-rs,  showing  addresses  and  phone  numbers,  begins  on  page  186. 
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Templeton 

Growth  RjihTs 


Total  value 
of  investment 
April  30,  1986 


illustration  of  an  assumed 
{ investment  of  $10,000 

with  income  dividends  reinvested  and  capital  gains  distnbulions 
accepted  m  shores  (Stated  in  United  States  dollars  ) 


Templeton  Growth  Fund,  Ltd,  was  incorpo- 
rated in  Canada  on  September  1 ,  1954  and 
commenced  operations  November  29.  1954. 
Dividends  from  investment  income  were  paid 
commencing  in  1964  and  distributions  of 
capital  gains  were  paid  commencing  in  1 972. 
Prior  to  that  time  net  income  and  realized 
capital  gams  were  retained  by  the  Fund. 
Income  dividends  and  capital  gams  distri- 
butions are  shown  in  the  chart  as  reinvested 
at  net  asset  value  in  accordance  with  the 
reinvestment  policy  described  in  the  current 
prospectus. 

Initial  net  asset  value  is  the  amount 
received  by  the  Fund  after  deducting  the 
maximum  sales  commission  of  8V2%.  The 
actual  sales  commission  on  an  investment 
of  $1 0,000  IS  73/4%  as  described  in  the  pro- 
spectus. No  adjustment  has  been  made  for 
any  income  taxes  payable  by  shareholders. 
The  total  amount  of  capital  gams  distributions 
accepted  in  shares  was  $103,164;  the  total 
amount  of  dividends  reinvested  was  $71 .601 . 


Value  of  shares  acquired  through  reinvestment  of 
dividends  from  income  ($183,817). 

Value  of  shares  initially  acquired  ($365,874)  plus  shares 
accepted  as  capital  gams  distributions  ($244,919). 


Annual  cost  of  living 


Cost  of 
investment 
November  29 

1954 


ended  4/30  1955 


1965 


985  1986 


This  chart  covers  the  period  from  November  29.  1954  (inception)  to  April  30.  1986  The  Fund  s  results  shown  should  not  be  considered  as  a  representation  of  the  dividend  income  or  capital 
gam  or  loss  which  may  be  realized  from  an  investment  made  in  the  Fund  today  The  Cost  of  Living  as  set  out  in  the  chart  represents  the  annual  change  in  the  Consumer  Price  Index,  applied 
to  an  initial  value  In  November  1954  of  $10,000.  (The  Consumer  Price  Index  Is  prepared  by  the  U  S.  Bureau  of  Labor  Statistics  based  on  prevailing  economic  factors.)  This  presentation  has 
been  made  so  as  to  compare  the  increase  in  value  of  a  $10,000  investment  in  Templeton  Growth  Fund,  Ltd  .  with  the  increase  in  the  cost  of  living  over  the  same  time  period 


1986  Fund  Ratings 


Bond  &  preferred  stock 


The  funds  listed  below  buy  government  bonds,  corporate 
bonds  and,  in  some  cases,  preferred  stocks.  We  rate  the 
bond  funds  according  to  their  performance  in  the  three  up 
and  three  down  market  periods  shown  in  the  chart  below. 
As  with  stock  funds,  our  rating  of  bond  funds  aims  to 
reward  consistency  of  performance  as  much  as  end  results. 
For  more  on  the  rating  system,  see  the  mutual  fund  buyer's 
guide  on  page  104.  Preferred  stock  funds  are  included  in 
the  listing  below  if  they  are  open  to  individuals,  but  they 
are  not  rated.  (Since  preferreds  offer  tax  advantages  to 
corporate  holders,  they  are,  for  the  most  part,  inappropri- 
ate for  individuals,  even  in  IRA  accounts.)  To  obtain 


information  about  a  fund,  call  or  write  the  distribii 
listed  next  to  the  fund's  name,  using  the  distributor 
dresses  and  phone  numbers  from  the  table  beginning  i 
page  186.  Closed-end  funds,  however,  are  not  distribut< 
since  they  do  not  issue  additional  shares  to  new  buye 
Closed-ends  are  bought  from  brokers  like  shares  of  GM 
IBM.  There  have  been  times  in  the  past  when  closed-e 
bond  funds  were  good  buys  because  their  shares  w( 
available  at  a  discount  to  the  value  of  the  underlying  r 
assets.  Nowadays,  however,  closed-ends  trade  at  close 
or  even  more  than  net  asset  value,  and  therefore  don't  of 
advantages  over  the  open-end  funds. 


Performance 

in  in 

Investment  results 

Average        Latest  12  months 
annual  return 
total  from 

Total  assets 

Maximum 

Am 

UF  DOWN 
 markets  

Fund/distributor 

return 
1976-86 

total 
return 

income 
dividends 

6/30/86 
(millions) 

%  change 
'86  vs  '85 

sales 
charge 

expe 
per  i 

Merrill  Lynch  govt/corporate  bond  index 
Forbes  bond  and  preferred  stock  composite 

10.6% 
10.4% 

20.8% 
17.6% 

9.9% 
10.2% 

Advantage  Government  Securities  Fund/Advest 

$130 

4.00%  b 

$1. 

Alliance  Bond  Fund-High-Grade/Alliance 

14.8% 

8.6% 

6 

-11% 

5.50 

1. 

Alliance  Bond  Fund-High- Yield/Alliance 

21.5 

13.7 

240 

569 

5.50 

1. 

Alliance  BonJ  Fund-US  Government/Alliance 

129 

5.50 

0. 

Alliance  Mortgage  Sees  Income  Fund/Alliance 

11.1 

12.1 

726 

82 

5.50 

0. 

D  C 

AMA  Income  Fund'/AMA 

9.0% 

17.8 

8.2 

20 

0 

none 

 1 

1- 

C      American  Capital  Bond  Fund/closed  end 


11.2 


25.2 


9.4 


238 


17 


NA 


D       Aaiarican  Capital  Corp  Bond  Fund/American  Cap 


19.5 


11.2 


17 


8.50 


Tota.  return  is  tor  9/ JO/^o  ;o  6 /30/>i6  1-or  all  caiegorie.s  other  tiian  money  markets,  funds  are  added  to  this  section  v.  hen  tliev  exceed  $5  million  in  net 
^ey  drop  below  $2  million.  Bond  funds  are  rated  only  if  in  operation  since  6/30/80  'Formerlv  PRO  Income  Fund  *Fund  not  in  operation  for 
1-b-l  plan  (hidden  load)  pending  or  m  force,    b;  Includes  redemption  fee  that  reveas  to  distributor    NA:  Not  applicable  or  not  available. 


Table  of  distributors,  showing  addresses  and  phone  numbers,  begins  on  page  186. 


assets  and  deleted  w 
full  period.  JFundi 


i.sn 


PRESENTING  THE 
AfORLD'S  FIRST  PERSONAL 

BUSINESS  COPER. 
ANYTHING  LESS  IS  JUST 
A  PERSONAL  COPIER. 


We  have  nothing  personal 
gainst  personal  copiers.We  sim- 
Y  want  you  to  know  you  have  a 
ry  compelling  alternative. 

Which  is  quite  important, 
pecially  when  you  consider 
at  over  80%  of  the  personal 
piers  sold  are  actually  being 
ed  in  business,  where  capa- 
city is  everything. 

MUCH  MORE  THAN 
I  PERSONAL  COPIER. 

And  that's  precisely  why 
>shiba  developed  the  BD-3110 
jrsonal  Business  Copier. 

It  does  things  the  leading 
rsonal  copier  can't. 

Lefs  start  at  the  begin- 
ig,  with  paper  capacity. 

The  Toshiba  Personal 
isiness  Copier  holds  250  sheets 
paper.  Personal  copiers  are 
litedtolOO. 

Our  copier  can  make 
00  copies  a  month,  many  per- 
nal  copier  makers  recommend 
5S  than  600. 

Continuing  right  along, 
e  Toshiba  Personal  Business 
)pier  offers  edge-to-edge 
pies.The  leading  PC  doesn't. 

We  provide  a  straight 


paper  path,  theirs  is  convoluted. 

In  addition,  the  user- 
friendly  Toshiba  BD-3110  gives 
you  color  on  virtually  any  stock. 
From  statement  size  to  legal  size. 

HALFTHECOST 

Our  Personal  Business 
Copier  gives  you  10  copies  a 
minute  at  about  half  the  cost  per 
copy  of  the  leading  PC.  Along 
with  the  convenience  of  push- 
button exposure  control  and  easy- 
to-read  LCD  display  And  the 
beauty  of  a  slim  design  that  is 
smaller  than  an  office  typewriter 

For  even  more  reasons 
why  the  Toshiba  BD-3110  is 


much  more  than  a  personal  cop- 
ier, simply  fill  out  and  mail  our 
coupon.  Or  call  1-800-457-7777. 
Quality  in.  Quality  out. 

!^  GIVE  ME  I 
j     ALLTHEEACTS.  j 

'  Tell  me  more  about  Toshiba's  Personal  ' 

I  Business  Copier. Call  1-800-457-7777  or  | 

I  mail  coupon  to:  Toshiba  America,  Inc.,  ■ 

'  Copier  Product  Division  ' 

I  2441  Michelle  Drive  I 

,  Tustin,CA  92680.  . 

I  Name   I 

I  Company   I 

I  Address   | 

I  City  State  Zip   1 

'  Phone_i  \   ' 

I  12.86J 


In  Touch  with  Tomorrow 

TOSHIBA 


1986  Fund  Ratings 


Bond  &  preferred  stock 


Performance 

in  in 
UP  DOWN 
 markets   Fund/distributor 


Investment  results 

Latest  12  months 


total 
return 


return 
from 
income 
dividends 


Total  assets 


6/30/86 
(millions) 


%  change 

'86  vs  '85 


Maximum  Anj 
sales  exp< 
charge  per 


Merrill  Lynch  govt/corporate  bond  index 
Forbes  bond  and  preferred  stock  composite 

10.6% 
10.4% 

20.8% 
17.6% 

9.9% 
10.2% 

American  Capital  Federal  Mortgage/American  Cap 

$  24 

6.75% 

$0 

American  Capital  Govt  Sees/ American  Cap 

13.9% 

9.4% 

7,161 

223% 

6.75 

0 

American  Capital  High  Yield  Inv/American  Cap 

21.4 

12.0 

543 

16 

6.75 

(1 

American  Funds  Inc-US  Govt  Guar/ American  Funds 

138 

4.75 

1 

D 

A  + 

American  Investors  Income/ American  Invest 

10.8% 

14.6 

12.1 

23 

16 

none 

1 

F 

•A 

American  National  Bond  Fund/Securities  Mgmt 

14.1 

9.2 

8 

53 

5.00 

1 

B 

D 

AMEV  Securities^/closed  end 

9.6 

17.5 

10.0 

1 1 1 

8 

NA 

0 

C 

B 

AMEV  US  Govt  Sees  Fund/AMEV  Investors 

10.0 

17.0 

10.3 

45 

200 

4.50 

1 

A 

B 

Axe-Houghton  Income  Fund/Axe-Houghton 

1 1.5 

25.3 

9.0 

46 

22 

none 

1 

D 

B 

Babson  Bond  Trust/Jones  &  Babson 

9.7 

18.4 

9.8 

62 

30 

none 

0' 

Bartlett  Capital  Trust-Fixed  Income/Bartlett 

~' 

~' 

14 

none 

1. 

Benham  Government  Income-GNMA/Benham 

213 

none 

0. 

Benham  Target  Maturities  Trust-1990/Benham 

~* 

26.5 

2.9 

5 

317 

none 

0 

BLC  Government  Securities  Income  Fund/Princor 

44 

5.50 

0. 

B 

B 

Bond  Fund  of  America/American  Funds 

1 1.4 

22.6 

9.8 

530 

31 

8.50 

0 

Boston  Co  GNMA  Fund/Boston  Co 

8 

none 

0, 

Boston  Co  Managed  Income  Fund/Boston  Co 

20.9 

11.2 

29 

215 

none 

1. 

Bull  &  Bear  High  Yield  Fund/Bull  &  Bear 

17.7 

12.7 

114 

239 

none 

1. 

Bull  &  Bear  US  Govt  Guaranteed  Sees/Bull  &  Bear 

9 

none 

Bullock  High  Income  Shares/Bullock 

14.9 

13.5 

188 

63 

7.25 

0, 

B 

•F 

Bullock  Monthly  Income  Shares/Bullock 



17.7 

10.1 

44 

6 

8.50 

1. 

Bullock  US  Government  Income  Shares/Bullock 

8.9 

10.9 

67 

468 

5.00 

0. 

B 

D 

Bunker  Hill  Income  Securities/closed  end 

10.0 

20.4 

11.9 

46 

7 

NA 

0. 

Calvert  Fund-income/Calvert 

22.1 

9.2 

21 

74 

none 

0. 

Capital  Preservation  Treasury  Note/Benham 

21.2 

9.6 

28 

82 

none 

1. 

Cardinal  Government  Guaranteed  Fund/Ohio  Co 

— 

— 

— 

82 

— 

4.75 

N 

Carnegie  Govt  Secs-High  Yield  GovtVCarnegie 

— 

17.1 

7.8 

22 

36 

4.00 

1 

Cigna  High  Yield  Fund/Cigna 

— * 

22.6 

11.8 

204 

79 

5.00 

0' 

B 

C 

Cigna  Income  Fund/Cigna 

J  0.5 

24.3 

8.9 

246 

19 

5.00 

0.. 

C 

B 

Circle  Income  Shares/closed  end 

10  0 

13.8 

11.1 

33 

4 

NA 

O.i 

A 

O 

CNA  Income  Shares/closed  end 

10.6 

21.3 

lO.O 

66 

18 

NA 

0! 

Colonial  Govt  Mortgage  Trusts/Colonial 

11.6 

9.2 

18 

28 

4.75 

OS 

Colonial  Gov;  Securities  Plus  Trust/Colonial 

19.7 

8.4 

2,422 

73 

6.75 

o.i 

C 

B 

Colonial  High  Yield  Securities/Colonial 

10.9 

19.8 

12.3 

295 

182 

4.75 

l.C 

B 

I> 

Colonial  Income  Fund/Colonial 

9.6 

17.4 

11.4 

154 

6 

4.75 

O.S 

Columbia  Fixed  Income  Sees  Fund/Columbia 

15.1 

10.4 

102 

80 

none 

0> 

C 

F 

Composite  Income  Fund/Murphey  Favre 

7.9 

11.5 

12.6 

53 

281 

4.00 

o.c 

Composite  US  Govt  Securities/Murphey  Favre 

12.1 

10.8 

90 

144 

4.00 

o.e 

CocMTcticut  Mutual-Gov  Secs/Conn  Mutual 

19 

6.25 

1.2 

L. 


Total  return  is  for  9/30/7C>  t, )  ti  .^0/86-  For  all  categories  other  than  money  markets,  funds  are  addc-d  to  this  section  when  the\-  exceed  $5  millii  )n  in  net 
they  drop  below  $2  million.  Bond  funds  are  rated  only  if  in  tjperation  since  6/30/80  -Formerly  St  Paul  Securities  'Formerly  Carnegie  Govi 
Colonial  Enhanced  Mortgage  Trust.  OFund  rated  for  two  periods  onh-;  maximum  allowable  grade  A  'Fund  not  in  operation  for  full  period. 
( hidden  load)  pending  .  .r  in  force    \A;  Not  applicable  or  not  available 

Table  of  distributers,  showing  addresses  and  phone  numbers,  begins  on  page  186. 


Lssets  and  deleted  wl 
Sees  Trust  ^Forms 
tFund  has  )2b-l  f 


d  &  preferred  stock 


rformance 


Investment  results 

Average        Latest  12  months 


annual 


return 


1  in 

total 

from 

Total  assets 

Maximum 

Annual 

P  DOWN 

Fii  n  n /ni  cfri  Kilt  nr 

return 

IV/O-OU 

total 
return 

income 
dividends 

6/30/86 
(millions) 

%  change 
'86  vs  '85 

sales 
charge 

expenses 
per  $100 

Merrill  Lynch  govt/corporate  bond  index 
Forbes  bond  and  preferred  stock  composite 

10.6% 

10.4% 

20.8% 
17.6% 

9.9% 
10.2% 

Criterion  Bond-Investment  Quality/Criterion 

19.2% 

1 1 .0% 

$109 

25% 

4.50% 

si.oit 

Criterion  Bond-US  Govt  High  Yield/Criterion 

10.0 

10.9 

2,106 

874 

6.75 

1.13t 

I  D 

Current  Income  Shares/closed  end 

10.8% 

29.0 

8.9 

48 

18 

NA 

0.90 

Dean  Witter  High  Yield  Sees/Dean  Witter 

20.8 

12.6 

1,050 

83 

5.50 

0.61 

Dean  Witter  US  Govt  Sees  Trust/Dean  Witter 

9.4 

11.3 

9,746 

183 

5.00b 

1.24* 

Delaware  Group  Government-GNMA/Delaware 

35 

_ 

4.75 

hi  AX 

Delaware  Group  Govemment-US  Govt/Delaware 

36 

— 

4.75 

NAt 

Delaware  Treasury  Reserves-lnvestors/Delaware 

_. 

_. 

 . 

84 

— 

none 

NA* 

t  D 

Delchester  Bond  Fund/Delaware 

10.4 

19.6 

13.1 

128 

112 

6.75 

0.96 

Depositors  Investment-Government  Secs/Putnam 

_. 

_. 

_. 

7 

— 

none 

NAt 

i+  D 

Drexel  Bond  Debenture  Trading  Fund/closed  end 

11.3 

17.8 

9.7 

52 

7 

NA 

1.04 

Drexel  Series-Bond-Debenture/Drexel 

18.2 

8.4 

14 

492 

5.00b 

2.50* 

Drexel  Series-Government  Secs/Drexel 

10.2 

10.6 

283 

534 

5.00b 

2.03* 

)  A 

Dreyfus  A  Bonds  Plus/Dreyfus 

10.6 

19.2 

9.3 

222 

43 

none 

0.87 

Dreyfus  GNMA  Fund/Dreyfus 

_. 

12.0 

10.1 

1,801 

NM 

none 

0.96* 

Eaton  Vance  Govt  Obligations  Trust/Eaton  Vance 

14.0 

8.9 

336 

95 

6.75 

1.23* 

J  C 

Eaton  Vance  High  Yield/Eaton  Vance 

9.8 

18.7 

11.3 

31 

26 

6.75 

0.99 

Equitec  Siebel  Govenmient  Sees  Fund/Equitec 

14 

— 

5.00b 

NA* 

$  F 

Excelsior  Income  Shares/closed  end 

8.6 

14.7 

10.2 

40 

4 

NA 

0.94 

Federated  GNMA  Trust/Federated 

13.9 

10.5 

1,046 

326 

none 

0.61 

Federated  High  Income  Sees  Fund/Federated 

18.2 

12.2 

334 

71 

6.50 

1.14* 

Federated  High  Yield  Trust/Federated 

19.3 

12.4 

83 

616 

none 

0.75 

Federated  Income  Trust/Federated 

10.4 

10  7 

453 

189 

none 

0.57 

Federated  Intermediate  Govt  Trust/Federated 

_. 

13.3 

9.6 

1,249 

373 

none 

0.44 

Federated  Short-Intermediate  Govt/Federated 

_. 

10.9 

9.4 

2,916 

229 

none 

0.43 

;  c 

Fidelity  Flexible  Bond  Fund^/Fidelity 

9.7 

19.8 

9.9 

250 

35 

none 

0.67 

Fidelity  Ginnie  Mae/Fidelity 

600 

— 

none 

0.75 

)  •A 

Fidelity  Government  Securities  Fund/Fidelity 

_. 

18.3 

9.3 

407 

221 

none 

0.81* 

Fidelity  High  Income  Fund/Fidelity 

_. 

24.2 

11.3 

1,333 

132 

none 

0.83 

Fidelity  Mortgage  Sees  Fund/Fidelity 

_. 

13.1 

10.4 

618 

452 

none 

0.76* 

)  •A 

Fidelity  Thrift  Trust/Fidelity 

 * 

17.5 

7.5* 

293 

44 

none 

0.79 

Financial  Bond  Shares-High  Yield/Financial  Prog 

22.7 

12.0 

36 

308 

none 

0.93 

Financial  Bond  Shares-Select  Inc/Financial  Prog 

24.7 

9.8 

19 

111 

none 

0.97 

First  Australia  Prime  Income  Fund/closed  end 

740 

NA 

NA 

)  •A 

First  Investors  Bond  Appreciation/First  Investors 

21.9 

9.2 

189 

50 

7.25 

1.02* 

)  A 

First  Investors  Fund  for  Income/First  Investors 

10.2 

17.0 

12.9 

1,646 

42 

8.50 

0.90* 

First  Investors  Government  Fund/First  Investors 

11.1 

10.9 

132 

163 

7.25 

1.19* 

First  Investors  US  Govt  Plus-2nd/First  Investors 

6 

8.00 

NA* 

First  Trust  Fund-US  Govenmient/First  Trust 

130 

4.75 

NA* 

return  is  for  9/30/76  to  6/30/86.  For  all  categories  other  than  money  markets,  funds  are  added  to  (his  section  when  they  exceed  $5  milhoii  in  net  assets  and  deleted  when 
drop  below  $2  million.  Bond  funds  are  rated  only  if  in  operation  since  6/30/80  '^Formerly  Fidelity  Corporate  Bond  Fund  "Dividend  changed  from  monthly  to 
ji  payout;  yield  not  comparable  to  other  funds.  •Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  'Fund  not  in  operation  for  full  period.  *Fund  has 
plan  (hidden  load)  pending  or  in  force    b:  Includes  redemption  fee  that  reverts  to  distributor    NA;  Not  applicable  or  not  available.    NM;  Not  meaningful 

le  of  distributors,  showing  addresses  and  phone  numbers,  begins  on  page  186. 
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1986  Fund  Rating; 


When  will  you 
know  if  you've 
chosen  the  wrong 
Investment 
Manager? 

If  you  suspect  your  portfolio 
could  be  performing  better  and 
are  considering  a  change  in 
investment  managers,  it's  time  you 
knew  about  Stolper  &  Company 
Since  1975,  we've  been  helping 
investors  evaluate,  select  and 
monitor  their  money  managers. 

No  Ginnie  Maes.  No  financial 
planning.  Our  sole  focus  is  identify- 
ing responsible,  talented  money 
managers.  To  learn  more,  send  for 
Michael  Stolper's  guide  to  "Selecting 
an  Investment  Manager."  Call  or 
write  Wilma  L.  Engel  at  Stolper  & 
Company,  525  B  St.,  Suite  630, 
San  Diego,  CA  92101,  (619)231-9102. 

If  you  have  chosen  the  wrong  in- 
vestment manager,  wouldn't  you  like 
to  know  in  time  to  do  some  good? 
($100,000  portfolio  minimum.) 


STOLPER  &  COMPANY 


THE 
INVESTMENT 
MANAGER 
MANAGERS" 


A  VALUE  ORIENTED 
MUTUAL  FUND 

USING  THE  INVESTMENT  PRINCIPLES 
DEVELOPED  BY 

BENJAMIN  GRAHAM 
&  JAMES  B.REA 

0  INDIVIDUAL  INVESTMENTS 

(SI, 000  MINIMUM)  and 
0  IRA  ACCOUNTS  (S200  MINIMUM) 

CALL  COLLECT  (213)471-1917 
OR  SEND  COUPON 


REA-GRAHAM  FUND 

1 0966Chalon  Road,  Los  Angeles,  Calif  .90077 


Name  

Address . 

City  


Send  lor  a  free  brochure  and  protpeclus  (;o-:airang  more 
compiele  inlormilion  including  charges  end  ^xoe'ises 
Read  il  carelully  before  deciding  to  inves;.  S3,^c!  no  money 


Bond  &  preferred  stock 


Performance 


Investment  resu 

Average        Latest  12m 


in  in 
UP  DOWN 

 markets   Fund/distributor 


annual 
total 
return 
1976-86 


total 
return 


Mprrill  T  vnnh  onvt /otwnnTstR  hnnn  mnpY 

iTlCirill  Liylldl  guv  1/ V-UiptllalC  UUIIU  IIIUCA 

Forbes  bond  and  preferred  stock  composite 

10.6% 
10.4% 

20.8% 
17.6% 

Flex-hind-Bond  Fund/Flex 

— • 

14.0% 

A  + 

F 

Fort  Dearborn  Income  Securities/closed  end 

10,4% 

25.7 

FPA  New  Income/Angeles/Quinoco 

—  • 

15.5 

C 

B 

Franklin  Age  High  Income  Fund/Franklin 

11.2 

17,7 

D 

D 

Franklin  Custodian-US  Govt/Franklin 

7,5 

13,0 

Freedom  Government  Plus  Fund/Tucker  Anthony 

—  • 

— " 

B 

D 

Fund  for  US  Govt  Securities/Federated 

8.6 

9.8 

GIT  Income  Trust-A-Rated/GIT 

— • 

20.3 

GIT  Income  Trust-Maximum  Income/GIT 

— • 

19.2 

Government  Income  Securities/Federated 

— • 

— • 

B 

D 

John  Hancock  Bond  Trust/Hancock 

9,2 

18,9 

A  + 

F 

John  Hancock  Income  Securities/closed  end 

10.3 

20,5 

C 

B 

John  Hancock  Investors/closed  end 

11.1 

21.2 

John  Hancock  US  Govt  Guar  Mott/Hancock 

— • 

13.1 

D 

A 

John  Hancock  US  Govt  Sees  Trust/Hancock 

9.1 

18.8 

B 

B 

Hatteras  Income  Securities/closed  end 

11.1 

21.4 

High  Yield  Securities/AIM  Distributor 

— • 

15.7 

Home  Investors  Govt  Guar  Income/Integrated 

— • 

11.4 

Hutton  Investment-Bond  &  Income/Hutton 

— • 

27.8 

Hutton  Investment-Government  Secs/Hutton 

— ' 

14.0 

B 

C 

IDS  Bond  Fund/IDS 

11,0 

26.2 

IDS  Extra  Income  Fund/IDS 

— • 

21.7 

IDS  Federal  Income  Fund/IDS 

— • 

— • 

A 

C 

IDS  Selective  Fund/IDS 

11.0 

24.0 

IDS  Strategy  Fund-Income/IDS 

— • 

21.8 

B 

C 

INA  Investment  Securities/closed  end 

10.3 

23.7 

A 

D 

Independence  Square  Income  Sees/closed  end 

10.6 

17.2 

Industrial  Series-Govt  Sees  Plus/Mackenzie 

— * 

— • 

A 

D 

InterCapital  Income  Securities/closed  end 

10.8 

22.9 

Investment  Port-Govt  Plus/Kemper 

12.6 

Investment  Port-High  Yield/Kemper 

19.2 

Investment  Tr  of  Boston-High  Income  Plus/ITB 

16.9 

D 

B 

Investors  Income  Fund'/Tenneco 

9.7 

16.1 

F 

A 

ISI  Income  Fund/ISI 

11.0 

6,3 

JP  Income  Fund/Jefferson-Pilot 

24.8 

B 

•B 

Kemper  High  Yield  Fund/Kemper 

21,4 

C 

•C 

Kemper  Income  &  Capital  Preservation/Kempet 

18.8 

D 

•D 

Kemper  US  Govt  Sees  Fund/Kemper 

20.6 

C 

B 

Keystone  Custodian  B-l/Keystone 

10.6 

18.9 

Total  return  is  for  9/30/76  to  6/30/86,  For  all  categories  other  than  mone\'  markets,  funds  are  added  to  this  sectii 
they  exceed  $5  million  in  net  assets  and  deleted  when  they  drop  below  f2  million  Bond  funds  are  rated  o 
operation  since  6/30/80.  'Formerly  Southwestern  Investors  Income  Fund.  •  Fund  rated  for  rwo  perioc 
ma.ximum  allowable  grade  A,    'Fund  not  in  operation  for  full  period.    JFundhas  12b-l  plan  (hidden  load)  per 

Table  of  distributors,  showing  addresses  and  phone  numbers,  begins  on  page  1 
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Total  assets 

Maximum 

Annual 

6/30/86 
[millions] 

%  change 

'86  vs  '85 

sales 
charge 

expenses 
per  $100 

$  6 

107% 

none 

$0.81t 

106 

15 

NA 

0.81 

6 

24 

5.00% 

1.55 

782 

354 

4.00 

0.67 

13,032 

178 

4.00 

0.53 

25 

— 

3.00b 

NAt 

902 

307 

none 

0.9U 

8 

34 

none 

1.12t 

15 

62 

none 

l.lOt 

495 

4.00 

0.92t 

1,085 

17 

8.50 

0.79 

152 

10 

NA 

0.64 

152 

11 

NA 

0.63 

323 

292 

8.50 

0.93 

165 

31 

8.50 

0.98 

54 

11 

NA 

0.92 

89 

1 

6.50 

1.06 

167 

392 

5.00b 

1.84t 

316 

61 

5.00b 

1.791 

4,353 

143 

5.00b 

1.67t 

1,773 

36 

3.50 

0.601 

810 

70 

5.00 

0.861 

202 

— 

5.00 

0.901 

1,089 

33 

5.00 

0.591 

91 

204 

5.00b 

1.751 

91 

15 

NA 

0.98 

31 

6 

NA 

1.01 

23 

6.75 

1.601 

213 

14 

NA 

0.67 

3,763 

644 

6.00b 

1.941 

129 

249 

6.00b 

2.151 

23 

23 

6.75 

1.481 

18 

61 

4.50 

1.59 

7 

-7 

8.50 

1.51 

20 

1 

8.00 

0  93 

304 

36 

5..50 

0.71 

180 

43 

5.50 

0.70 

1,942 

232 

4.50 

0.50 

192 

136 

4.00r 

1.021 

ni  force,    b:  Include.s  redemption 
fee  that  reverts  to  distributor,    r:  In- 
cludes redemption  fee  that  revert.s  to 
fund.    NA:  Not  applicable  or  not 
available. 

1/ 
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In  Kinshasa 
the  city's  number  one  meeting  place 
is  also  its  most  luxurious  hotel. 

HOTEL 
INTER*  CONTINENTAL 
KINSHASA 


THE  ADVANTAGE  IS  INTER-CONTINENTAL® 

•:•  INTER-CONTINENTAL  HOTELS 

Avenue-Bafetela-Kinshasa/Gombe,  P.O.  Box  9535,  27284,  Telex:  21212 
For  reservations  at  over  80  superb  hotels  around  the  world  call:  1-800-327-0200 
or  your  travel  agent  or  travel  planner. 


The  business  of  America 
is  Pfenn  Square's  business. 


Blue  chip  companies  are  Ameri- 
ca's economic  backbone.  We  have 
always  felt  that  among  them  are 
some  of  the  best,  most  stable 
opportunities  for  long-term  capital 
growth. 

The  future's  never  guaranteed,  but  in 
our  book,  this  theory  has  worked:  a 
$10,000  investment  in  Penn  Square's 
Voluntary  Accumulation  Plan  in  1958  would 
today  be  worth  over  $264,968.* 

Penn  Square 
Mutual  Fund 


1^ 


2650  Westview  Dr.  PO  Box  1419.  Reading,  PA  19603 


Call  tol!  free:  800  523-S440  !n  PA  call  collect:  215/670-1031 


"These  ligures  update 
those  found  on  pg.  5 
of  our  prospectus. 
Of  course,  net  asset 
value  docs  fluctuate. 


Penn  Square 
Mutual  Fund 


Name. 


Address 


City 


State  . 


Zip 


Investment  experience  since  1957/Over  $200,000,000  in  assets. 


For  more  i  omplete  in- 
formation, including 
management  charges 
and  expenses,  write  or 
call  us  for  our  free  pro- 
spectus. Read  it  care- 
fully before  you  invest 
or  send  money. 


1,S5 


1986  Fund  Ratings 


Bond  &  preferred  stock 


Performaiice 

in  in 

Investment  results 

Average        Latest  12  months 
annual  return 
total  from 

Total  assets 

A^aximum 

Ana 

/vni 

UP 



DOWN 
markets  

Fund/distributor 

return 

1976-86 

total 
return 

income 
dividends 

6/30/86 
(millions) 

%  change 

'86  vs  '85 

sales 
charge 

expe) 
per  I 

Merrill  Lynch  govt/corporate  bond  index 
Forbes  bond  and  preferred  stock  composite 

10.6% 
10.4% 

20.8% 
17.6% 

9.9% 
10.2% 

c 

A 

Keystone  Custodian  B-2/Keystone 

1  1  AO/ 

20  3% 

9  8% 

$425 

109% 

A  r\CiO/  _ 
4.U0  /of 

11. 

c 

A 

Keystone  Custodian  B-4/Keystone 

1 1.8 

19.0 

12.1 

1,557 

137 

4.00r 

0 

\^ 

A 

i^iQQer  ireaDuuy  ouveriiiiiciii  iiicuiuc  fuuu/ iviuuci 

125 

5.00b 

1 . 

u 

•LI 

I  av«nf><-nn       IVI /Vf  A    \T\ftW\\t»  ¥<iin/l/I  (ivinotftti 

l^exinuion  vxi^i*i/\  iiicuiiic  ruiiu/i-icAiiigiuii 

12.8 

10.0 

1 15 

179 

none 

1 

U 

D 
O 

Liberty  Fund/Neuberger 

8.5 

15.2 

7.1 

10 

10 

2 

D 

A  + 

Lincoln  National  Direct  Placement/closed  end 

1  1  7 

ft  ^ 

O.J 

NA 

1 

c 

A 

LfOru  /\DDCll  DUnU'UcUclllUEc/ ijUrU  /rUUcll 

1 1.9 

18.0 

11.0 

537 

115 

8.50 

0 

r* 
U 

A 

A 

1  /\r<4  AKKott  I       f^nirt  Q(i^iiriti»»c  PiinH^/I  nrH  AhKptt 
LiOrU  /\DDciC          vxUVl  i^cCUilllca  ruilU  /  l-iUIU  /\UUCll. 

1 1.3 

15.7 

10.7 

214 

234 

6.75 

1 

D 

o 

i\^ass  Financial  Bond  Fund/Mass  Finl 

10.4 

21.8 

9.7 

309 

16 

D 
D 

•D 

lUicc  r<i  rt  nn      Ti  1  I-finn  Inr^nm^  T'ni  ct  /  Kitil 
iYlaSa  nndllCldl  Ol^ll  1IIL.U1IIC  1  lUal' ividsa  nill 

20.2 

13.0 

843 

80 

7  25 

Q 

Mass  Financial  Intemational-Bond/Mass  Finl 

o  /  .y 

o.o 

I  1  ft 

I I  o 

1 1  1 

Z  1  1 

7. IS 

1 

c 

iTAdSSXTlUlUdl  V^UrpUidlC  111 VC91U19/1.IU9CU  CIIU 

16.9 

36.4 

8.8 

140 

23 

NA 

1 

w 

U 

D 
D 

MassAl.utual  Income  Investors/closed  end 

9  5 

14.4 

118 

124 

4 

NA 

0 

iMerrill  Lynch  Corp  Bond'tiigh  Income/MiL  Funds 

18  1 

117 

530 

87 

/I  fin 

n 
U 

?Vl0w*ll  I  Yrni^ri  ^rtm  Tli^n/1_Vf  ion  l^ii  qIi  ti/ /       I  l<iinHc 

iTicfiiii  Liyiii.li            DUiiiiTiigii  v^udiiiy/ vivvj  ruiius 

17  9 

9.8 

194 

47 

4  00 

Q 

Merrill  Lynch  Corp  Bond-Intermediate/ML  Funds 

Q  C 

y.o 

yb 

Id  1 

2.00 

0 

M.errill  Lynch  Federal  Sees  Xrust/ML  Funds 

ID.  / 

6  404 

1  7n 

6.25 

0 

A^errill  Lynch  Retirement/Income/ML  Funds 

4.00b 

^ 

A^FS  Oovernment  Guaranteed  Secs/i\^ass  Finl 

1  f)  7 

10  4 

2A  1 

1  1  A 

4.75 

1 

MFS  Government  Sees  High  Yield  Xrust/Mass  Finl 

HQ 

zzy 

/I  7^^ 

Midwest  Group-LG  US  Govt  Securities/Leshner 

12.2 

10.9 

45 

89 

4.00 

1 

M.idwcst  Income~Intermediate  Govt/Leshner 

lo.o 

o.y 

70 

none 

1 

Alimlic  JVlortgage  Securities  Income  Fund/i^imlic 

1  z.o 

lU.Z 

1  1 
1  1 

1  07 
lU/ 

5.00 

0 

A 

D 

Montgomery  Street  Income  Securities/closed  end 

o  a 
y.o 

1  B  7 
10./ 

lU.z 

1  JO 

7 

/ 

NA 

0 

Mutual  of  Omaha  America/Mutual  of  Omaha 

1  A  2 
1  'f  .O 

Q  A 
O.O 

oU 

none 

1 

1 . 

u 

Mutual  of  Omaha  Interest  Shares/closed  end 

9.4 

16.7 

10.3 

92 

7 

NA 

0 

Q 

^T^tmn^l                    l<iinfl /IVT44't/\nil  ^at*c 
i.^allUllal  DUllU  FUIIU/ i\dtIUnai  ^cLS 

lU.U 

1  O.J 

i.5.0 

4/0 

7.25 

0 

National  Federal  Securities  Trust/National  Sees 

I  1  7 

11./ 

1  n  c 
lU.O 

l,Ulo 

OOO 

6.75 

0. 

National  Preferred  Fund/National  Sees 

12. o 

TA  r\ 

Q  7 
O.  / 

4 

10 

7.25 

1. 

•C 

•D 

Nationwide  Bond  Fund/Nationwide 

16.9 

9.6 

17 

98 

7.50 

u. 

D 

C 

NEL  Income  Fund/NEL 

8.6 

16.6 

10.3 

46 

24 

8.00 

0. 

New  Beginning  Yield  Fund/Sit 

9.9 

7.9 

6 

206 

none 

1. 

New  England  Life  Government  Secs/NEL 

160 

A 

Q 

D 

C 

Newton  Income  Fund/Newton 

7.0 

10.8 

9.4 

11 

-10 

none 

1. 

C 

D 

Nicholas  Income  Fund/Nicholas 

7.9 

15.7 

10.0 

48 

105 

none 

1. 

North  Stir  Bond  Fund/North  Star 

13.3 

9.1 

35 

57 

none 

0. 

North  Star  Reserve  Fund/North  Star 

33 

none 

0. 

A 

C 

Noviheast  Investors  Trust/rVortheast  Inves 

11.3 

24.6 

10.8 

289 

38 

none 

0. 

C 

•n 

Oppinheimer  High  Yield  Fuud/Oppenheimer  Inv 

17.2 

13.5 

627 

32 

6.75 

0. 

1 .  re;m  n  is  lOr  V  -^0/76  ui  k,  .W86.  Foi'  all  categories  other  than  money  markets,  funds  are  added  to  this  section  when  the\'  exceed  $S  million  in  net  assets  and  deleted  n 
th;-;.  ..ii  op  below  $2  li.iilioii  Bond  hands  aic  .-aied  only  if  in  operation  since  (V30/80.  "Formerly  Lord  Abbetl  Income  Fund.  •  Fund  rated  for  two  periods  only;  maxin 
allowab'fc  gi.ide  A.  'fund  not  m  operation  for  lull  periixi,  tFund  has  12b-l  plan  (hidden  load)  pending  or  in  force,  b:  Includes  redemption  fee  that  reven 
distributor    r  .fncludts  redeinption  fee  that  reverts  to  fund.    NA:  Not  applicable  or  not  available 

Table  oi  aist;ihi,tf  ts,  showing  addresses  and  phone  numbers,  begins  on  page  186. 


When  the  IRS 
an  office  on  the  road, 
Zenith  withheld  nothing. 


Data  Systems 


IRS  auditors  can  leave  the  office 
with  just  about  everything  but  the 
coffee  pot  tucked  under  one  arm. 
Thanks  to  Zenith's  amazing 
Z-171  Portable  PC. 

PC  COMPATIBLE 
With  dual  5'/4" floppy  disk 
drives  and  compatibility  with 
most  IBM  software,  the  Z-171 
gives  auditors  in  the  field  access  to 
pertinent  home-based  files. 
But  that's  only  the  beginning. 
The  Z-171  gives  the  IRS  a  full- 
size,  backlit  LCD  screen,  with 
plenty  of  room  for  spreadsheets 


to  spread  out.  256K  of  memory  expand- 
able to  640K.  An  optional  built-in 
modem  and  rechargeable  battery  pack, 
and  much  more.  All  folding  neatly  into 
a  package  under  15  pounds. 

Find  out  why  the  Z-171  came  out  on 
top  in  one  of  the  most  thorough  audits 
ever  made. 

For  more  information,  and  the  name 
of  your  nearest  Zenith  Data  Systems 
dealer,  call  1 800  842  9000,  Ext.  1. 

TjSMITM  I  systems 


The  quality  goes  in  before  the  name  goes  on.* 


Bond  &  preferred  stock 


Investment  results 

Average        Latest  12  months 
annual  return 
total  from 

Performance 

in  in 

Total  assets 

Maximum 

Ann 

UP  DOWN 
 markets  

Fund/distributor 

return 
1976-86 

total 
return 

income 
dividends  { 

6/30/86 
millions) 

%  change 
'86  vs  '85 

sales 
charge 

expe 
per  S 

Merrill  Lynch  govt/corporate  bond  index 
FoKBES  bond  and  preferred  stock  composite 

10.6% 
10.4% 

20.8% 
17.6% 

9.9% 
10.2% 

Oppenheimer  Retirement-US  Govt/Opp  Inv 

11./  /o 

1  U.O  /o 

$  11 

1 13% 

a.aU  /o 

$0  1 

Oppenheimer  US  Government/Oppcnheimer  Inv 

160 

6.75 

N 

B 

c 

Pacific  American  Income  Shares/closed  end 

1 1.2% 

21.8 

9.3 

95 

1 1 

NA 

U. 

Pacific  Horizon-Higli  Yield  Bond/Dreyfus 

19.9 

11.6 

23 

169 

none 

fl 

U. 

i^aineweDDer  rixea  inC"iji\JVL/\/irainev»cDocr 

14.0 

1 2.3 

2  712 

282 

4  25 

0 

FaineWebber  rixed  inc-rlign  xiela/raineweDDer 

1  0  ft 

1  y.o 

lo.U 

^oy 

AQn 
4yu 

4.25 

0 

raillc  W  cDDci  riACU  lIlflHVcM  vJlaUC/ *  alllC  ¥t  CUUCI 

20.6 

1 1.8 

261 

243 

4.25 

0 

JraincWcUDcr  ITl^lSlcr  C>criC3~IllL.UUlC/CalllCVVCUUCI 



275 

5.00b 

1 

Phoenix  High  Quality  Bond  Fund/Phoenix 

20.9 

8.0 

16 

268 

7  nn 
/  .uu 

1 

1 . 

Phoenix  High  Yield  Fund/Phoenix 

20  4 

118 

92 

48 

7.00 

0. 

rilgnm  uNJViA  rund/rilgnm 

o.U 

1  1  A 
i  1.4 

iNiVl 

1 .50 

1. 

C 

A 

riignni  riign  iieio  irusi/riignin 

1  n  0 

1  ^  (\ 

1  7  R 
1  z.o 

1  A 

I Z 

1  50 

1. 

Pilgrim  Preferred  Fund/Pilgrim 

DO 

1.50 

N 

Pioneer  Bond  Fund/Pioneer 

1  O.O 

oo 

4.50 

1 

1  ivuwc  rriLc  \ji>iiTi,/\  runu/ Alice 

^uy 

none 

T  Rowe  Price  High  Yield  Fund/Price 

22.7 

11.8 

708 

358 

none 

1. 

F 

A  + 

H  tWATO  Pn/*o  ^Tour  1nft\mt>  Vitnn  /Vrtfo 
1   iVUVvC  rilCc  iXcW  IIICUIIIC  rUIlU/fCICc 

10  6 

18  2 

9  3 

yoj 

18 

none 

0. 

T  Rowe  Price  Short-Xerin  Bond  Fund/Price 

I  I  "X 
i  l.o 

ft  7 

1  ZD 

izo 

none 

1- 

Principal  Preservation~CjOvernnient  Plus/Ziegler 

6.50 

0.! 

r ruueniiai'Dacne  LFi\ivi/\  runu/rru*i>acnc 

1  1  7 

11./ 

y  .tj 

zoy 

A/1  A 

040 

J  .uuu 

Prudential-Bache  Government  Plus/Pru-Bache 

14.7 

7.8 

3,913 

100 

5.00b 

t  . 

Pnidential-Bache  Govt  Secs-Inter  Term/Pru-Bache 

dZ4 

INiVl 

none 

0 

C 

•C 

rruaeniiai-Dacne  riign  xieia  runa/rru*-i5acne 

ly.u 

11.4 

1,315 

33 1 

5.00b 

0 ' 

rumam  ijriNifiA  rius  irust/riitnam 

112 

4.75 

N 

Putnam  High  Income  Government  Xrust/Putnam 

1  /  .2 

2  771 

O,  /  /  i 

Q  1  Q 

A  7C 

IN 

A 

•C 

Putnam  High  Yield  Trust/Puinam 

19.4 

13.9 

2,430 

1 13 

O.t 

Put  nam  T-Tioli  Yi^lH  T'nict-  IT  /Vtttnit-m 

ruiiiaiii  nigii  I  iciu  X  rusi  ii/rumam 

Q  1 

y  1 

6.75 

N 

B 

c 

Putnam  Income  Fund/Putnam 

15.8 

10.7 

189 

14 

6.75 

0 

Putnam  US  Govt  Guaranteed  Secs/Putnam 

10.7 

1 1.6 

939 

260 

4.75 

N 

F 

A 

Rpvpfp  AF  C Aniisi  Fimd/rlncpri  ptiH 

10  1 

on  7 

L\J.  1 

S  7 

M-Z 

1  n 

iU 

NA 

1 

Royce  Fund-High  Yield/Quest 

10 

2.00b,  r 

1.: 

RPF  of  America-Bond  Fund/Venture 

12.0 

10.4 

47 

111 

5.00b 

1. 

Rushmore  Fiind-Ginnie  Mae/Rushmore 

7 

1  .OOb"* 

l.C 

Scudder  Government  Mortgage  Securities/Scudder 

182 

none 

l.C 

C 

C 

Scudder  Income  Fund/Scudder 

9.4 

17.3 

9.7 

197 

31 

none 

0' 

Scudder  Target  Fund-General  1987/Scudder 

9.2 

6.2 

6 

14 

none 

1.- 

Scudder  Target  Fund-General  1990/Scudder 

13.6 

7.4 

16 

45 

none 

l.( 

Scudder  Target  Fund-General  1994/Scudder 

16.4 

7.8 

6 

77 

none 

1.; 

Scudder  Target  Fund-Govt  1990/Scudder 

13.3 

6.7 

6 

53 

none 

rotai  return  is  for  y '.^.0'^6  to  6.'30'86.  For  all  categories  other  than  money  markets,  funds  are  added  to  this  section  v\  hen  the\'  exceed  $S  million  in  net  assets  and  deleted  w 
diev  drop  below  $2  niiilion.    Bond  funds  arc  rated  only  if  in  operation  since  6'30/80.    •  Fund  rated  for  two  periods  only,  maximum  allowable  grade  A.    'Fund  no 
operation  for  full  perit>d    tFund  not  currently  selling  new  shares.    tFund  has  12b  1  plan  (hidden  load)  pending  or  in  force    'Fund  pays  a  1%  premium  on  hand  purch. 
and  charges  a  2%  redemption  fee.    b:  Includes  redemption  fee  that  reverts  to  distributor    r;  Includes  redemption  fee  that  reverts  to  fund    NA:  Not  applicable  or 
available.    NM:  Not  mca-iingftil. 

Table  of  distributors,  showing  addresses  and  phone  numbers,  begins  on  page  186. 

Tough 

Competitor. 


ikker  100.  Keeps  you  ahead  in  a  turbulent  market. 


other  airliner  offers  tlie  flexibility  to  win 
oday's  intensely  competitive  environ- 
nt  as  the  Fokker  100.  Increase  frequencies 
lub-and-spoke  operations.  Bypass 
igested  hubs  with  more  nonstops. 
^elop  short-haul  feed  systems.  Expand 
D  unserved  markets.  No  matter  how  you 
it,  this  jet  is  a  money-maker.  „.  . 

i/ith  100  seats  and  a  surprisingly  low 
ak-even  load,  this  lightweight  jet  is 
quely  suited  to  generate  high  yields  on 
ites  too  costly  for  bigger  capacity 
Jipment. 

Swissair.  KLM.  USAir. 


Not  only  is  the  Fokker  100  superior  to 
other  new  generation  airlinersin  operating 
efficiency,  it  equals  or  surpasses  them  in 
technology,  its  highly  advanced  flight  deck 
includes  Cat.  ill  all-weather  capability.  And 
its  advanced  Ralls-RoyceTay  turbofans 
meet  all  known  future  noise  and  pollution 
restrictions. 

Give  your  airline  unfair  advantages. 

The  Fokker  100.  .^T"^ 

^  A 

Fokker  Lmmm^^^^m^ 

Amsterdam  #           *  i 

Holland  |(PO.Vjyi/  I 

FokkerAircraft  U.S.A.,  Alexandria,  Virginia  VvVwWi^^f 

Foltker,  Melbourne,  Australia  \    >Y^^^^  / 


The  right  choice  of  aircraft  Iceeps  a  leading  airline  a  leader 


1986  Fund  Ratings 


Bond  &  preferred  stock 


Investment  results 


Performance 


in  in 
UP  DOWN 

 markets   Fund/distributor 


Average 
annual 
total 
return 

1976-86 


Latest  12  months 
return 
from 
income 
dividends 


Total  assets 


total 
return 


6/30/86 
(millions) 


Maximum 
%  change  sales 
'86  vs  '85  charge 


Merrill  Lynch  govt/corporate  bond  index 
Forbes  bond  and  preferred  stock  composite 

10.6% 
10.4% 

20.8% 
17.6% 

9.9% 
10.2% 

Security  Income  Fund-Corporate  Bonds'^/Security 

— * 

17.7% 

11.8% 

$43 

17% 

4.75% 

$1 

Seligman  High  Inc-High  Yield  Bond/Seligman 

— ' 

21.5 

12.5 

53 

586 

4.75 

(1 

Seligman  High  Inc-Secured  Mortgage/Seligman 

— * 

12.8 

10.6 

49 

110 

4.75 

n 

Seligman  High  Inc-US  Govt  Guaranteed/Seligman 

— ' 

27.5 

9.1 

53 

178 

4.75 

0 

D 

B 

Sentinel  Bond  Fund/Equity  Services 

9.6% 

17.2 

9.2 

20 

28 

8.50 

0 

Shearson  High  Yield  Fund/Shearson 

— ' 

19.2 

12.2 

481 

110 

5.00 

0 

Shearson  Lehman-Intermediate  Govt/Shearson 

— ' 

— * 

— ' 

35 

— 

5.00b 

1 

Shearson  Lehman-Long  Term  Govt  Secs/Shearson 

— ■ 

— * 

— * 

1,274 

— 

5.00b 

1 

Shearson  Managed  Government/Shearson 

— ' 

11.6 

10.3 

1,447 

60 

5.00 

0 

Sigma  Income  Shares/Sigma 

— ' 

20.0 

10.4 

28 

37 

8.50 

0 

Smith  Barney-Income  Return/Smith  Barney 

— * 

9.3 

8.2 

39 

298 

2.50 

0 

Smith  Barney-US  Government/Smith  Barney 

— ' 

12.7 

11.3 

413 

223 

4.00 

0 

D 

B 

State  Mutual  Securities/closed  end 

10.0 

16.7 

10.4 

94 

7 

NA 

0 

SteinRoe  Governments  Plus/Stein  Roe 

— ' 

— ' 

— ' 

12 

— 

none 

SteinRoe  High-Yield  Bonds/Stein  Roe 

— * 

— * 

— ' 

32 

— 

none 

^ 

SteinRoe  Managed  Bonds'VStein  Roe 

— ' 

22.1 

8.5 

183 

36 

none 

0 

Strong  Income  Fund/Strong 

— ' 

— * 

— ' 

45 

— 

none 

1. 

Thomson  McKinnon  Income  Fund/Thomson 

— ' 

14.4 

11.2 

312 

156 

5.00b 

1 

Thomson  McKinnon  US  Government/Thomson 

— ' 

— ■ 

— ' 

242 

— 

5.00b 

1. 

A  + 

D 

Transamerica  Income  Shares/closed  end 

11.3 

25.2 

9.7 

123 

13 

NA 

0 

20th  Century  US  Govt  Investors/20th  Century 

— ' 

11.1 

9.3 

183 

180 

none 

1 

UMB  Bond  Fund/|ones  &  Babson 

 • 

14,5 

12,3 

20 

107 

none 

0 

A 

D 

United  Bond  Fund/Waddell  &  Reed 

10.2 

22.8 

9.3 

343 

6 

8.50 

0 

United  Govt  Sees  Fund/Waddell  &  Reed 

— * 

23.4 

9.8 

134 

118 

4.00 

0 

B 

•C 

United  High  Income  Fund/Waddell  &  Reed 

— * 

19.8 

12.4 

1,184 

57 

0, 

USAA  Mutual-Income  Fund/USAA 

—  • 

13.8 

9.6 

200 

54 

none 

0, 

A 

C 

USLife  Income  Fund/closed  end 

11.3 

21.0 

10.9 

59 

11 

NA 

1. 

Value  Line  Aggressive  Income  Trust/Value  Line 

— • 

— * 

— * 

18 

— 

none 

^ 

Value  Line  US  Government  Sees  Fund's/Value  Line 

14.0 

10.2 

95 

42 

none 

0. 

Van  Kampen  Merritt  US  Govt/Van  Kampen 

17.3 

11.7 

2,862 

364 

4.90 

0. 

Vanguard  Fixed  Income-GNMA/Vanguard 

13.9 

10.6 

1,605 

207 

none 

0- 

C 

•B 

Vanguard  Fixed  Income-High  Yield/Vatiguard 

20.2 

11.6 

1,019 

178 

none 

0. 

C 

B 

Vanguard  Fixed  Income-Invest  Grade/Vanguard 

10.4 

17.4 

10.8 

426 

142 

none 

0. 

Vanguard  Fixed  Income-ST/Vanguard 

12.9 

8.9 

270 

89 

none 

0., 

Vanguard  Qualified  Dividend  Port  Il/Vanguard 

10.7 

22.0 

9.9 

121 

49 

none 

0. 

Vanguard  Qualified  Dividend  Port  lll/Vanguard 

4.0 

8.2 

134 

-12 

none 

0. 

Venture  Income  Plus/Venture 

17.7 

14.5 

63 

49 

8.50 

1 

B 

B 

Vestaur  Securities/closed  end 

11.8 

30.5 

8.9 

90 

19 

NA 

1- 

Yes  Fund/Yes 

5.7 

12.8 

189 

47 

3.75 

1. 

Total  return  is  for  9  30/"'6  to  6  30. 86  For  al!  categories  oilier  than  mone\'  market.s.  fund.s  are  added  to  thi.s  section  \\  hen  the\  exceed  $=i  million  in  net  a.s,set,s  and  deleted  w 
tliey  drop  below      million.    Bond  funds  are  rated  only  if  in  operation  since  6.30.80,    "'Formerlv  Securip,  Bond  Fund     "Formerly  SteinRoe  Hond  Fund  '-Forn' 
Value  Line  Bond  FuikI.    •  Fund  rated  for  two  periods  onK'.  maximum  allowable  grade  A.    *Fund  not  in  operation  for  full  period.    tFund  not  currently  selling 
shares     iFund  ha.s  I2b  1  plan  (hidden  load)  pending  or  in  force    b:  Includes  redemption  fee  that  rewns  to  distributor.    NA:  Not  applicable  or  not  available.  I 


Table  of  distributors,  showing  addresses  and  phone  numbers,  begins  on  page  186. 


1986  Fund  Ratings 


Municipal  bond  fui 

lunicipal  bond  funds  in  existence  since  June  1981  \ 
re  graded  according  to  their  five-year  total  return 
)rice  appreciation  plus  reinvested  dividends).  In 
hoosing  a  municipal  bond  fund,  consider  risk  as 
i^ell  as  performance  grade.  Long-term  portfolios  are 
iskier  than  shorter-term  ones.  Thus,  the  bonds 
^ith  shorter  maturities  don't  deliver  very  impres- 
ive  performance  during  a  bull  market  for  bonds,  as 
le've  had  in  recent  years.  But  the  short-term  bonds 
re  much  less  likely  to  decline  in  value  during  a 
ear  market,  when  interest  rates  are  rising.  If  the 
rospect  of  renewed  inflation  between  now  and 


2016  doesn't  bother  you,  go  for  the  high  return  of  a 
fund  that  owns  bonds  due  in  2016.  If,  on  the  other 
hand,  you  think  double-digit  inflation  will  recur, 
accept  the  smaller  return  of  an  intermediate-term 
portfolio.  The  other  risk  factor  besides  years  to 
maturity  is  credit  risk.  Again,  high-yield  portfolios 
are  riskier  than  most;  they  look  best  in  terms  of 
pure  performance,  but  they  would  be  the  first  to  get 
hurt  in  an  economic  recession.  To  obtain  informa- 
tion about  a  fund,  call  or  write  the  distributor  listed 
next  to  the  fund's  name.  Distributor  addresses  and 
phone  numbers  are  in  the  table  on  page  186. 


Investment  results 

Latest  12  months 
return 
from 

Total  assets 

Maximum 

Annual 

Long-term 
performance 

Fund/distributor 

Date 
started 

total 
return 

income 
dividends 

6/30/86 
(millions) 

%  change 
'86  vs  '85 

sales 
charge 

expenses 
per  $100 

Shearson  Lehman  Municipal  bond  index 
Forbes  municipal  bond  composite 

16.5% 
14.9% 

8.2% 
7.6% 

American  Capital  Calif  Tax-Exempt/ Amer  Cap 

1/86 

— * 

— ' 

$  9 

— 

4,75% 

$0.65t 

A 

American  Capital  Muni  Bond  Fund/Amer  Cap 

11/76 

22.0% 

7.4% 

142 

46% 

4,75 

0.72 

American  Capital  Tax-Exempt-Hi  Yield/Amer  Cap 

1/86 

— * 

— • 

86 

— 

4,75 

0.70t 

American  Capital  Tax-Exempt-Insured/ Amer  Cap 

1/86 

— * 

— * 

19 

— 

4.75 

0.3  It 

American  Capital  Tax-Exempt-New  York/Amer  Cap 

1/86 

— * 

— ' 

5 

— 

4.75 

0.67t 

C 

Babson  Tax-Free  Income-Long  Term/Jones  &  Babson 

2/80 

16.6 

7.5 

21 

31 

none 

1.00 

D 

Babson  Tax-Free  Income-Short  Term/Jones  &  Babson 

2/80 

8,8 

6.4 

13 

30 

none 

1.00 

Benham  Calif  Tax-Free-Intermediate/Benham 

11/83 

10,7 

6.7 

106 

99 

none 

0.96 

Benham  Calif  Tax-Free-Long  Term/Benham 

11/83 

14,7 

7.6 

161 

108 

none 

0.95 

Benham  National  Tax-Free-Intermediate/Benham 

7/84 

12,4 

7.2 

12 

248 

none 

0.09 

Benham  National  Tax-Free-Long-Term/Benham 

8/84 

16,9 

8.3 

21 

146 

none 

0.26 

BLC  Tax-Exempt  Bond  Fund/Princor 

4/86 

9 

4.50 

0.15 

Boston  Co  Tax-Free  Muni-Bond/Boston  Co 

10/85 

6 

none 

0.75t 

Boston  Co  Tax-Free  Muni-Mass  Bond/Boston  Co 

9/85 

8 

none 

0,75t 

Bull  &  Bear  Tax-Free  Income  Fund/Bull  &  Bear 

3/84 

19,6 

7.7 

14 

85 

none 

1.02t 

Bullock  Insured  Calif  Tax-Exempt  Shares/Bullock 

11/85 

13 

5.00 

NA 

C 

Bullock  Tax-Free  Shares/Bullock 

2/77 

14.5 

8.1 

103 

37 

4.75 

0.97 

California  Tax  Exempt  Bonds/National  Sees 

5/83 

14,9 

7.9 

66 

58 

5.25 

0.46 

Calvert  Tax-Free  Reserves-Long- Term/Cal vert 

9/83 

14.9 

9.4 

65 

45 

none 

0.84* 

D 

Calvert  Tax-Free  Reserves-Limited/Calvert 

4/81 

7,1 

6.6 

108 

71 

none 

0.88 

C 

Cigna  Municipal  Bond  Fund/Cigna 

3/77 

21,1 

7.8 

233 

35 

5.00 

0.79t 

Colonial  Tax-Exempt  High  Yield  TrustVColonial 

11/78 

15,4 

7.9 

1,149 

144 

4.75 

0.86t 

Colonial  Tax  Exempt  Insured  Fund/Colonial 

12/85 

73 

4.75 

1.03* 

Columbia  Municipal  Bond  Fund/Columbia 

7/84 

14.2 

8.0 

81 

115 

2.00r 

0.76* 

C 

Composite  Tax-Exempt  Bond  Fund/Murphey  Favre 

1/77 

16,0 

7,9 

68 

19 

4,00 

0.78* 

D 

Country  Capital  Tax  Exempt  Bond/Country  Capital 

11/78 

15.2 

7,0 

7 

40 

5,00 

1.19 

DBL  Tax-Free  Fund-Limited  Term/Drexel 

4/85 

11.2 

6,7 

61 

552 

1,50 

1.00 

Dean  Witter  California  Tax-Free  Inc/Dean  Witter 

7/84 

14.7 

6,8 

273 

120 

5,00b 

1.30* 

1  return  is  for  9/30/76  to  6/30/86-  For  all  categories  other  than  trioney  markets,  funds  are  added  to  this  section  when  tliey  exceed  $S  million  m  net  assets  and  deleted  when 
drop  below  $2  million.    Municipal  bond  funds  graded  on  the  five-year  total  return,  6/30/81  to  6/30/86     'Fund  not  in  operation  for  full  period,    |Fund  has  12b-l  plan 
den  load )  pending  or  in  force,    b:  Includes  redemption  fee  that  reverts  to  distributor,    r:  Includes  redemption  fee  that  reverts  to  fund.    'Not  rated:  converted  to  a  v.ix- 
npt  fund  in  9/H  i.    NA:  Not  applicable  or  not  available                                  Performance  data  Upper  Amilylical  Services  and  CDA  Investment  Technologies,  Inc. 

)le  of  distributors,  showing  addresses  and  phone  numbers,  begins  on  page  186. 
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Investment  results 


Latest  12  months 
return 


Total  assets 

ITtdAllllUlll 

Long-term 
performance 

Fund/distributor 

Date 
started 

total 
return 

income 
dividends 

6/30/86 
(millions) 

%  change 
'86  vs  '85 

sales 
charge 

expe 
per  ! 

Shearson  Lehman  Municipal  bond  index 
FonBES  municipal  bond  composite 

16.5% 
14.9% 

8.2% 
7.6% 

Dean  Witter  NY  Tax-Free  Income  Fund/Dean  Witter 

4/85 

15.8% 

$92 

131% 

c  nno/  k 
o.UU  /(>  D 

C  1 

A 

Dean  Witter  Tax-Exempt  Sees/Dean  Witter 

0/ oU 

1 7  ft 
1  /  .0 

731 

103 

A  nn 

fj 

DMC  Tax-Free  Income-USA/Delaware 

1/84 

20.1 

8.3 

206 

135 

4.75 

Q 

UrixK^  lax-rree  income-u^/\  inaureu/L/ciawdrc 

3/85 

16.7 

7.6 

28 

520 

4.75 

Q 

B 

UiVlL>  lax-rree  income  i  rusi-r/\/ueiawdre 

3/77 

15.6 

8.1 

245 

148 

4.75 

(J 

Double  Exempt  Capital  Conservation  Fund/Voyager 

10/85 

11 

2.25 

i 

Double  Exempt  Flex  Fund/Voyager 

LI  ft4 

TO  ^-, 

74 

171 

1 
1 

Dreyfus  Calif  Tax  Exempt  Bond/Dreyfus 

7/83 

15.3 

7.7 

982 

75 

(  1 

Dreyfus  General  Tax  Exempt  Bond  Fund/Dreyfus 

3/84 

16.9 

8.1 

41 

22,3 

(J 

Dreyfus  Insured  Tax  Exempt  Bond  Fund/Dreyfus 

6/85 

16  7 

7 

151 

NM 

g 

Dreyfus  Intermediate  Tax  Exempt  Bond/Dreyfus 

8/83 

13.0 

7.6 

936 

65 

none 

0 

Dreyfus  Massachusetts  Tax  Exempt  Bond/Dreyfus 

o/ob 

1 1  7 

7  7 

55 

NM 

none 

n 
U 

Dreyfus  NY  Tax  Exempt  Bond  Fund/Dreyfus 

/  /  00 

I'+.O 

7  7 

1,231 

77 

n 

\^ 

Dreyfus  Tax  Exempt  Bond  Fund/Dreyfus 

1  u/  /  0 

8  2 

3,302 

27 

n 

Eaton  Vance  California  Munis  Trust/Eaton  Vance 

1  LI  oj 

64 

O.UUO,  1 

Eaton  Vance  High  Yield  Municipals/Eaton  Vance 

12/85 

410 

6.00b,  r 

0 

A 

Eaton  Vance  Muni  Bond  Fund/Eaton  Vance 

3/78 

1 7.8 

7.3 

46 

88 

3.75 

U 

Empire  Builder  Tax  Free  Bond  Fund/ITB 

0/ 0^ 

IL.D 

7  T 

29 

90 

A  7^ 

1 
1 

Federated  Intermediate  Municipal/Federated 

1  LI  0  J 

45 

none 

D 

Federated  Tax-Free  Income  Fund/Federated 

1 U/  '  0 

1  7  A 

7 

261 

89 

none 

Fidelity  Calif  Tax-Free  High  Yield/Fidelity 

7/84 

14.2 

7.6 

319 

479 

none 

0 

Fidelity  Mass  Tax-Free-Muni  Bond/Fidelity 

1 1/83 

14.7 

7.8 

459 

165 

none 

0 

riaeiiiy  wx  lax-rree-riign  xieiu/riaeiity 

7/0/1 

1 ")  7 

IL.I 

7  < 
/  .0 

208 

367 

none 

n 
u 

Fidelity  NY  Tax-Free-Insured/Fidelity 

72 

none 

n 
u 

Fidelity  State  Tax-Free-Michigan/Fidelity 

1  1  /C  Q 

62 

none 

1 

Fidelity  State  Tax-Free-Minnesota/Fidelity 

11/85 

41 

none 

^ 

Fidelity  State  Tax-Free-Ohio/Fidelity 

1 1/85 

46 

none 

^ 

Fidelity  Tax-Free- Aggressive/Fidelity 

y/03 

248 

1 .00 

U 

riaeiiiy  lax-rree-tiign  iieiu/riQeiity 

12/77 

1 7.6 

7.9 

1,780 

33 

none 

U 

Fidelity  Tax-Fiee-Insured/Fide!ity 

1 1/85 

66 

none 

U 

D 

Fidplitv  Tav-Frppol  imitpH  Tprm  Mtinic/PiHplitv 

'■UVIll-y    X  OA  i.  L^v.  Ajlllll  ICU    X  CI  111  ITl  UlllS/X  lUCllly 

4/77 

1 0.0 

0.7 

400 

52 

Q 

C 

Fidelity  Tax-Free-Municipal  Bond/Fidelity 

8/76 

16.5 

7.2 

980 

21 

none 

0 

Fidelity  Texas  Tax-Free/Fidelity 

1/86 

14 

none 

0 

Financial  Tax-tree  Income  Shares/Financial  Prog 

8/81 

21.0 

8.0 

109 

27 

none 

0 

First  Investors  New  York  Tax  Free/First  Investors 

6/84 

16.5 

7.8 

63 

105 

7.25 

1 

B 

First  Investors  Tax  Exempt  Fund/First  Investors 

8/77 

16.3 

9.1 

607 

39 

7.25 

1 

Flagship  Tax  Exempt  Funds  Trust-Georgia/Flagship 

3/86 

10 

4.20 

0 

Flagship  Tax  Exempt  Funds  Trust-Michigan/Flagship 

6/85 

14.9 

7.3 

49 

308 

4.20 

0 

Flagship  Tax  Exempt  Funds  Trust-NC/Flagship 

3/86 

17 

4.20 

0 

lou-i  auiH!  Ks  ior9'5')  ~6  to6.'30'86-  For  all  caiegories  other  than  money  markets,  funds  are  added  to  this  .section  when  the\  exceed  $=i  million  in  net  assets  and  deleted  w 
tiiey  drop  'oekw  S2  nuilion  Municipal  bond  funds  graded  on  the  five-\ear  total  return,  6/30/81  to  6/30/86.  'Fund  not  in  operation  for  full  period,  ^Fund  ha.s  12b-l  | 
(hiddea  load)  pend!P.g  or  in  force,  b:  Includes  redemption  fee  that  revens  to  distributors,  r:  Includes  redemption  fee  that  reverts  to  fund.  NA:  Not  applicable  or 
avaiUbJe.    NN':  .Not  meaningful. 


!  Pci-fornuuict' data  Lippir  Analylical  SeiTices  and  CDA  Im  estment  Tedmologies, 

I  T«bia  iii  Usiributoi-s,  showing  addresses  and  phone  numbers,  begins  on  page  186. 


When  managers  of  thousands  of  small  buildings  needed  big  system 
results  at  small  system  prices,  Johnson  Controls  did  it. 

High  performance  energy  management.  Fast  payback.  Local 
maintenance  and  service.  For  these  reasons,  and  more,  managers 
with  buildings  as  small  as  10,000  square  feet  choose  our 
technologically  advanced  digital  system  with  the  widest  array  of 
options  available.  No  matter  what  size  your  building  or  building 
need,  Johnson  Controls  has  the  system  that  satisfies. 

Give  us  a  call. 


©Johnson  Controls,  Inc  1 985 


Johnson  Controls.  Inc..  Box  423.  Milwaukee.  WI  33201 


1986  Fund  Ratings 


Municipal  bond  funds 

Investment  results 


Latest  12  months  I 
return 

from  Total  assets  Maximum  Ann 


Long-term 
performance 

Fund/distributor 

Date 
started 

total 
return 

income 
dividends 

6/30/86 
(millions) 

%  change 
'86  vs  '85 

sales 
charge 

exper 
per  $ 

Sheatson  Lehman  Municipal  bond  index 
Forbes  municipal  bond  composite 

16.5% 
14.9% 

8.2% 
7.6% 

Flagship  Tax  Exempt  Funds  Trust-Ohio/Flagship 

O/OD 

1  A  A^L 
l^.^  /o 

7  ^'^^ 
1  .0  /o 

$  82 

347% 

4  20% 

$0 

riagsnip  lax  c-Xcmpi  runu»  irusi'Viiginid/ridgsiiip 

3/86 

15 

4.20 

0.7 

Franklin  Calif  Insured  Tax-Free  Incoine/Franklin 

9/85 

49 

4.00 

0.4 

D 

Franklin  California  Tax-Free  Income  Fund/Franklin 

2/77 

12.9 

8.8 

5,776 

104 

4.00 

0.= 

Franklin  Federal  Tax-Free  Income/Franklin 

9/83 

14.6 

8.9 

897 

716 

4.00 

O.O 

Franklin  Insured  Tax-Free  Income  Fund/Franklin 

4/ ft  J 

1  D.  1 

A 1 

D  1 

NM 

0  1 

Franklin  Mass  Insured  Tax-Free  Income/Franklin 

4/85 

12.8 

6.2 

26 

703 

4.00 

0.2 

Franklin  Mich  Insured  Tax-Free  Income/Franklin 

4/85 

14.3 

6.3 

101 

NM 

4.00 

0..- 

Crmu'lin  IKAtnn  InciiroH  T'3V_l<i'0O  In/^r\Tn<i  /  Kr  911  Ifl  in 
ITdnKlin  iTlinil  IIISUICU   laA-FlCC  lllCUlilc/ riallKIIll 

4/85 

13.6 

6.3 

48 

NM 

4.00 

N 

Franklin  NY  Tax-Free  Income  Fund/Franklin 

9/82 

15.8 

8.6 

1  709 

191 

4.00 

0.- 

Franklin  Ohio  Insured  Tax-Free  Income/Franklin 

lo.o 

JO 

MM 

4  nn 

n  1 

U.J 

Fund  for  Tax-Free  Investors-Intermed/Rushmore 

9/83 

12.0 

7.1 

67 

0.8 

Fund  for  Tax-Free  Investors-Long  Term/Rushmore 

9/83 

13.9 

7.9 

7 

7i 

0.8 

\3\  1  1  ax-rree  i  lusi-nign  i  iciu/  vjx  i 

12/82 

14  1 

7.6 

41 

20 

1.1 

John  Hancock  Tax-Exempt  Income  Trust/Hancock 

t  /77 

1  0  A 

9ft^ 
zoo 

33 

8  50 

0.7 

Hawaiian  Tax-Free  Trust/Aquila 

14. U 

7  tl 

/  .y 

Zoy 

.1  nn 

4.UU 

U.( 

Hutton  California  i\^unicipal  Fund/Hutton 

6/83 

14  7 

7  8 

144 

47 

4.00 

Q  § 

Hutton  National  Municipal  Fund/Hutton 

A/ft  ^ 

1  7  A 

7  0 

70^ 

f  yo 

76 

4  00 

0  7 

Hutton  New  York  Municipal  Fund/Hutton 

0/ OO 

1  A  A 
14.4 

7  0 

1  yo 

A'; 

d.  nn 

n  fl 

U.o 

A 
t\ 

lUj  riign  iieiu  lax-cxempt  runa/iuo 

Q  /7Q 

oily 

1  ft  1 
1  o.Z 

ft  0 

o.y 

o,  1  Zo 

4y 

^  nn 

0 

15 

1U»  iax-Lxempt  Uond  rund/iUa 

12/76 

17.5 

7.8 

765 

36 

c  nn 
3.UU 

n 

Insured  Quality  Tax  Free  Bond/Criterion 

O/OO 

i  O.O 

D.O 

1 J 

4  '^n 

1  .J 

Integrated  Insured  Tax  Free  Fund/Integrated 

1  I  /CC 
1  i/oD 

1  1  Q 

1  |y 

n  7 

u.  / 

111 vcsiiuciii  L  rusi  ui  DUaiun-iTiass  i-r  iDcume/ixi> 

Ol  Of 

1  X  1 

7  4 

oy 

^A 
OO 

4  25 

J  \ 

Kemper  Calif  Tax-Free  Income  Fund/Kemper 

VI  OO 

ID. 4 

7  O 

/  .y 

loo 

Bo 

n  7 

A 

Kemper  Muni  Bond  Fund/Kemper 

4/76 

16.7 

7.8 

796 

34 

4.30 

0.5 

Kemper  Tax-Free  Income-National/Kemper 

12/85 

8 

3  cnk 

IN/ 

Keystone  Tax  Exempt  Trust/Keystone 

10/85 

241 

4.00r 

i  .o 

Keystone  Tax  Free  Fund/Keystone 

15.5 

8. 1 

921 

44 

/I  nn.. 
4.UUr 

n  Qi 
u.y 

Kidder  Peabody  Tax-Free  Income-National/Kidder 

12/85 

16 

4.00 

O.Oi 

Kidder  Peabody  Tax-Free  Income-NY/Kidder 

12/85 

9 

4.00 

0.0; 

Limited  Term  Municipal  Fund/Thornburg 

8/84 

10.9 

7.2 

60 

258 

2.75 

1.0 

Lord  Abbett  California  Tax-Free  Income/Lord  Abbett 

9/85 

38 

4.75 

N/ 

Lord  Abbett  Tax-Free-National/Lord  Abbett 

4/84 

16.9 

8.1 

151 

!86 

4.75 

0.6^ 

Lord  Abbett  Tax-Free-NY/Lord  Abbett 

4/84 

14.2 

7.9 

83 

89 

4.75 

0.7 

Merrill  Lynch  Caliiomia  Tax-Exempt/ML  Funds 

9/85 

391 

4.00b 

0.3' 

A 

Merrill  Lynch  Muni  Bond-High  Yield/ML  Funds 

11/79 

17  1 

8.3 

1,297 

110 

4.00 

0.5 

C 

Merrill  Lynch  Muni  Bond-Insured/ML  Funds 

11/77 

15.6 

8.0 

1,743 

89 

4.00 

0.& 

D 

Merrill  Lynch  Aluni  Bond-Ltd  Maturity/ML  Funds 

11/79 

6.6 

6.1 

624 

46 

1.00 

0.4 

Toial  return  is  for  9/30/76  to  630/86.  For  all  categories  other  than  mone\-  markets,  funds  are  added  to  tlTis  section  when  the\-  exceed  S5  million  in  net  as.sets  and  dele 
when  the>  drop  below  $2  million.  .Municipal  bond  funds  graded  on  the  rive-\ear  total  return,  6/30/81  to  6/30/86.  *Fund  not  in  operation  for  full  period  ±Fund  t 
12b-l  plan  (hidden  load^  pending  o'-  in  force,  b:  Includes  redemption  fee  that  reverts  to  distributor,  x.  Includes  redemption  fee  that  revens  to  fund  NA:  > 
applicable  or  not  available    N.M:  meaningful. 


Perfomiance  data.  Upper  Analytical  Services  and  CDA  Investment  TecJmologies,  I 

Table  of  distributors,  showing  addresses  and  phone  numbers,  begins  on  page  186. 


Efficient.  Ef fectiw. 
EVery  bit  Swiss. 


Efficient.  Effective.  Expertly  designed  to  do  it  all. 

In  that  same  Swiss  tradition,  our  versatile  insurance 
programs  are  well  organized  and  well  planned. 

Expertly  designed  to  protect  every  facet  of  your 
business. 

We  do  it  with  tough-minded  Swiss  professionalism. 
Open-minded  American  ingenuity 


And  unhvaled  financial  stability 

Come  to  Zurich-American  Insurance  Companies 
for  sound  business  insurance  advice.  Vast  technical 
expertise.  And  the  financial  strength  to  protect  your 
enterprise. 

You'll  find  we  speak  plain  English.  But  if  you  listen 
closely  you'll  hear  our  Swiss  accent  on  efficiency 


Zurich-American 

American  Creativity  Swiss  Dependability. 


)85 Zurich  Insurance  Company 


ZURICH-AMERICAN  INSURANCE  COMPANIES 
Zurich  Insurance  Company  .American  Guarantee  and  Liability  Insurance  Company  'Schaumburg,  IL  60196 

A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 


1986  Fund  Ratings 


Municipal  bond  funds 


Investment  results 

Latest  12  months 


from 

Total  assets 

Maximum 

An 

Long-term 
performance 

Fund/distributor 

Date 
started 

total 
return 

income 
dividends 

6/30/86 
(millions) 

%  change 
'86  vs  '85 

sales 
charge 

expi 
per 

Shearson  Lehman  Municipal  bond  index 
Forbes  municipal  bond  composite 

16.5% 
14.9% 

8.2% 
7.6% 

Merrill  Lynch  NY  Municipal  Bond/ML  Funds 

1 1/85 

— ' 

— 

$399 

4.00%  b 

$(1 

MFS  Managed  California  Tax-Exempt/Mass  FinI 

6/85 

11.6% 

5.6% 

25 

NM 

4.75 

0 

MFS  Managed  High  Yield  Muni  Bond/Mass  FinI 

2/84 

16.8 

9.4 

346 

49% 

t 

1 

MFS  Managed  M-S  Tax-Exempt-Maryland/Mass  FinI 

11/84 

12.8 

7.6 

52 

167 

4.75 

c 

MFS  Managed  M-S  Tax-Exempt-Mass/Mass  FinI 

11/84 

14.8 

7.6 

139 

351 

4.75 

c 

MFS  Managed  M-S  Tax-Exempt-NC/Mass  FinI 

11/84 

17.4 

7.3 

72 

1 19 

4.75 

c 

MFS  Managed  M-S  Tax-Exempt-SC/Mass  FinI 

11/84 

15.0 

7.5 

17 

170 

4.75 

1 

MFS  Managed  M-S  Tax-Exempt- Virginia/Mass  FinI 

11/84 

12.4 

7.5 

124 

144 

4.75 

c 

MFS  Managed  M-S  Tax-Exempt-W  Va/Mass  FinI 

11/84 

14.8 

7.8 

21 

68 

4.75 

1 

A 

MFS  Managed  Muni  Bond  Trust/Mass  FinI 

10/76 

16.4 

7.6 

696 

69 

4.75 

G 

Toial  rciurn  is  tor  9/30/76  lo  6/.W8(i.  Vot  all  categories  other  than  money  markets,  funds  are  added  to  thi.s  section  when  they  exceed  $S  million  in  net  assets  and  deleted  ' 
they  drop  below  $2  million.  Municipal  bond  fund.s  graded  on  the  five-year  total  return,  6/30/81  to  6/30/86.  'Fund  not  in  operation  for  full  period  tl-und  not  curr 
selling  new  .shares.    ifFund  h;i,s  12b-l  plan  (hidden  load)  pending  or  in  force,    b:  Includes  redemption  fee  that  revert.s  to  distributor    NM:  Not  meaningful 

I'crfurmance  data:  Uppei-  AiM/ylkcil  Scrriccs  and  CPA  Inifslniciu  Icdniolofiics 


Table  of  distributors,  showing  addresses  and  phone  numbers,  begins  on  page  186. 


Now  you  can  easily  control  even 
hard  to  manage  facts  and 
figures  with  the 
Assistant  Series  from  IBM. 


if  you  \\m  up  the  j'ight  soliware, 
?etlii£iy  yoLsr  rkjcks  in  a  row  is  not  only 
pcissfese.  bs:?!  easy. 

riierea  a  software  program  in 


IBM 

Filing  Assistant 


th  Qtr. 


IBM 

Writing  Assistant 


IBM 

Graphing  Assisi 


How  to  get  all  yoi 


IBM's  Assistant  Series  to  handle  each  of 
the  most  important  jobs  people  are 
using  personal  computers  for  these  days. 
Each  one  works  alone,  or  together  as  a 
team.  And  all  of  the  complicated  innei- 
workings  of  these  programs  have  been 
hidden  from  view.  So  using  them  is 
almost  intuitive. 

Filing  Assistant  is  a  database  pro- 
gram that  allows  you  to  organize  and 
store  infonnation  in  an\  format  that 


nicipal  bond  funds 


Investment  results 

Latest  12  months 
return 


from 

Total  assets 

Maximum 

Annual 

Long-term 
performance 

Fund/distributor 

Date 
started 

total 
return 

income 
dividends 

6/30/86 
(millions) 

%  change 

OO  VS 

sales 
charge 

expenses 
per  $100 

Shearson  Lehman  Municipal  bond  index 
Forbes  municipal  bond  composite 

16.5% 

14. V  /o 

8.2% 

7  A"/ 
/  .0  /o 

Midwest  Group  Tax  Free-Ohio  Long  Term/Leshner 

4/85 

15. 1% 

7.3% 

$13 

243% 

4.00% 

$1.00t 

Midwest  Group  Tax  Free-Limited  Term/Leshner 

9/81 

6.3 

6.0 

13 

18 

2.00 

1.124: 

C 

Mutual  of  Omaha  Tax-Free  Inc/Mutual  of  Omaha 

1/77 

19.8 

7.6 

202 

47 

8.00 

0.64 

B 

National  Securities  Tax  Exempt  Bonds/National  Sees 

11/76 

18.0 

8.0 

70 

52 

5.25 

0.83 

Nationwide  Tax-Free  Fund/Nationwide 

3/86 

7 

5.00b 

1.06* 

A 

NEL  Tax  Exempt  Bond  Fund/NEL 

5/77 

19.2 

8.8 

95 

22 

4.. 50 

0.84 

D 

New  York  Muni  Fund/New  York  Muni 

4/81 

17.1 

7.2 

216 

52 

none 

1.60* 

C 

Nuveen  Muni  Bond  Fund/Nuveen 

11/76 

16.6 

6.7 

608 

38 

4.00 

0.70 

Oppenheimer  NY  Tax-Exempt/Oppenheimer  Inv 

8/84 

16.3 

7.5 

46 

119 

4.75 

0.84 

A 

Oppenheimer  Tax-Free  Bond  Fund/Oppenheimer  Inv 

10/76 

17.7 

7.2 

106 

30 

4.75 

0.82 

;il  return  is  for  9/30/~(i  to  6/30/86,  For  all  categories  other  ilun  money  markets,  funds  are  .idded  to  tliis  section  when  they  exceed  $S  million  in  net  assets  and  deleted  when 
drop  below  $2  million.    Municipal  bond  funds  graded  on  the  five-year  total  return,  6/30/81  to  6/30/86,    'I-und  not  in  operation  for  full  period     th'und  has  \  2b  l  plan 
Iden  load)  pending  or  in  force,    b:  Includes  redemption  fee  that  revens  to  di.stributor. 

I'crforwcitice  data  Upper  Aruilrliail  Sciticc'S  ami  CDA  Imvslnu-iU  Technologies,  hie 


ible  oi  distributors,  showing  addresses  and  phone  numbers,  begins  on  page  186. 


BM 

iaiming  Assistant 


,  7,000  9,03: 

5,000 

1-6,000  16,0Bi 


IBM 

Reportiiig  As»stant 


lucks  in  a  row. 


chart  or  a  line  chart.  Or  all  three. 

PlamiiiHj  AssislanI  is  a  powerful 
/  spreadsheet  that  replaces  the  com- 
X  commands  used  in  earlier  pro- 
ims  with  plain  English  (TOTAL 
tead  of  (;21+I)21+E21+F21+(;21). 

H('P<)iliii{f  Assistajit  helps  you  ci'e- 
customized  reports  (complete  with 
lis.  subtotals  and  averages)  of  your 
ing  Assistant  data. 

And  there  are  more.  If  youi'  job 


calls  for  juggling  schedules  and  dead- 
lines, Projcrl  Assislcuit  will  help  keep 
you  on  top  of  things,  and  on  time. 

Maiufnunc  ( '.oniniunicaUoiis  Assis- 
lanI does  just  what  its  name  suggests: 
links  youi-  I'd  to  your  company's  main- 
fiame  compute?-. 

New  IHM  Displaylirilc  AssislanI 
gives  you  easy-to-use  wotxl  pro(;essing 
and  lets  you  exchange  words  with  a 
var  iety  of  IBM  office  systems. 


You  can  see  the  Assistant  Series  at 
any  Authorized  IBM  PC  Dealer. 

Vov  the  one  nearest  you  and  a  fi  ee 
brochure,  call  l-8()0-"447-470().  In 
Alaska.  l-80()-447-()89().  in  Canada, 
l-«()()-46.S-66()(). 


Pei'soiial  Computer  Software 


1986  Fund  Ratings 


Municipal  bond  funds 


Investment  results 

Latest  12  months 
return 
from 

Total  assets 

Maximum 

Am 

Long-term 
performance 

Fund/distributor 

Date 
started 

total 
return 

income 
dividends 

6/30/86 
(millions) 

%  change 
'86  vs  '85 

sales 
charge 

expe 
per ! 

Shearson  Lehman  Municipal  bond  index 
Forbes  municipal  bond  composite 

16.5% 
14.9% 

8.2% 
7.6% 

Pacific  Horizon-Calif  Tax-Exempt  Bond/Dreyfus 

3/84 

15.1% 

7.3% 

$75 

93% 

none 

$0. 

PaineWebber  Calif  Tax-Exempt  Inc/PaineWebber 

9/85 

122 

4.25% 

0. 

PaineWebber  Tax-Exempt  Income/PaineWebber 

12/84 

16.2 

7.7 

260 

230 

4.25 

0. 

Park  Ave  NY  Tax  Exempt  Intermed  Bond/Dreyfus 

1 1/84 

1 1.0 

6.8 

42 

401 

none 

0. 

T  Rowe  Price  Tax-Free  High  Yield  Fund/Price 

3/85 

18.6 

7.6 

177 

241 

none 

1. 

D 

T  Rowe  Price  Tax-Free  income  Fund/Price 

1 1/76 

1 7.2 

7.5 

1,280 

22 

none 

0, 

T  Rowe  Price  Tax-Free  Short-Intermediate/Price 

12/83 

7.6 

6.1 

209 

132 

none 

0. 

Principal  Preservation-Tax-Exempt  Fund/Ziegler 

8/84 

-2.8 

8.4 

136 

107 

4.50 

1, 

Prudential-Bache  California  Municipal/Pru-Bache 

9/84 

13.5 

7.3 

100 

143 

5.00b 

I.' 

B 

Prudential-Bache  High  Yield  Municipals/Pru-Bache 

6/80 

17.0 

7,8 

849 

152 

5.00b 

0, 

Prudential-Bache  Muni-Arizona/Pru-Bache 

9/84 

13  7 

7  2 

36 

105 

5.00b 

11 

Prudential-Bache  Muni-Georgia/Pru-Bache 

9/84 

14.6 

7.5 

22 

70 

5.00b 

0.'. 

Prudential-Bache  Muni-Mary land/Pru-Bache 

1/85 

10.9 

7.4 

21 

135 

5.00b 

0.'. 

Prudential-Bache  Muni-Mass/Pru-Bache 

9/84 

12.3 

7.3 

30 

1 18 

5.00b 

1.1 

Prudential-Bache  Muni-Michigan/Pru-Bache 

9/84 

15.5 

7.3 

29 

91 

5.00b 

l.fl 

Prudential-Bache  Muni-Minnesota/Pru-Bache 

10/84 

12  4 

7  2 

o 
y 

1  JO 

5.00b 

0.5 

Prudential-Bache  Muni-New  York/Pru-Bache 

9/84 

14.5 

7.2 

224 

117 

5.00b 

1.0 

Prudential-Bache  Muni-N  Carolina/Pru-Bache 

2/84 

15.6 

7.2 

22 

220 

5.00b 

O.c 

Prudential-Bache  Muni-Ohio/Pru-Bache 

9/84 

14.8 

7.3 

46 

136 

5.00b 

l.C 

Prudential-Bache  Muni-Oregon/Pru-Bache 

9/84 

12.9 

7.0 

7 

168 

5.00b 

OS 

Putnam  California  Tax  Exempt  Income/Putnam 

O/cSo 

1  D.J 

o.u 

7  1  7 

A7 

4.75 

O.C 

Putnam  New  York  Tax  Exempt  Income/Putnam 

9/83 

16.7 

8.0 

605 

69 

4.75 

O.'f 

A 

Putnam  Tax  Exempt  Income  Fund/Putnam 

1 1/76 

19.6 

8.1 

511 

187 

4.75 

O.i 

Putnam  Tax-Free  Income  Trust-High  Yield/Putnam 

9/85 

1 73 

5.00b 

Putnam  Tax-Free  Income  Trust-Insured/Putnam 

9/85 



55 

5.00b 

N< 

Safeco  California  Tax  Free  Income  Fund/Safeco 

o/oo 

i  4. 1 

z  1 

0.7 

Safeco  Municipal  Bond  Fund/Safeco 

11/81 

14.7 

8  0 

1 50 

44 

0  6 

Scudder  California  Tax-Free  Fund/Scudder 

7/83 

12  6 

7  n 

1  90 
1 

O.f 

C 

Scudder  Managed  Municipal  Bonds/Scudder 

10/76 

12.3 

6  6 

589 

none 

0.5 

Scudder  New  York  Tax  Free  Fund/Scudder 

7/83 

90 

6.9 

98 

29 

none 

0.8 

Scudder  Tax-Free  Target-1987/Scudder 

4/83 

6.1 

5.4 

30 

12 

none 

Scudder  Tax-Free  Target-1990/Scudder 

4/83 

8,2 

6.4 

70 

46 

0.8 

Scudder  Tax-Free  Target-19')3/Scudder 

4/83 

8.6 

6.8 

78 

95 

none 

0.8 

Scudder  Tax  Free  Target-1996/Scudder 

4/85 

12.6 

6.4 

13 

195 

none 

1.0 

Security  Tax-Exempt  Fund/Security 

10/83 

15.9 

8.2 

11 

58 

4.75 

1.0 

Seligman  Calif  T-E-High  Yield/Seligman 

11/84 

19.2 

8.1 

45 

62 

4.  SO 

0.4 

Seligman  Calif  T-E-Quality/Seligman 

11/84 

14.3 

7.6 

47 

124 

4.50 

0.4 

Seligman  Tax-Exempt-Colorado/Seligman 

5/86 

41 

4.75 

Nj 

Seligman  Tax-Exempt-Louisiana/Seligman 

10/85 

42 

4.75 

0.5 

tal  return  is  tor  9  30'^6  to  6'.^0/86.  ['or  all  categories  other  than  mone\-  markets,  funds  are  added  to  this  section  w  hen  the\-  exceed  $5  million  in  net  assets  and  deleted 
icii  ttiev  drop  belov\  S2  million.  .Municipal  bond  funds  graded  on  the  five-year  total  return.  6, 30/81  to  6/30/86  'Fund  not  in  operation  for  hill  period  iFund  ha.s 
b  l  plan  (hidden  load)  pending  or  in  force,    b  Includes  redemption  fee  that  re\erts  to  distributor    NA:  Not  applicable  or  not  available. 
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Table  of  distributors,  showing  addresses  and  phone  numbers,  begins  on  page  186. 


1  r.Q 


The 
Nation's  ^1 
Overseas 
Fund. 

Fidelity  Overseas  Fund  was  America's  #  1  international  ^nd  over  the  past  year. 
If  you  invested  $10,000  in  Overseas  Fund  on  July  1, 1985,  it  would  now  be  worth 
$20,300  a  year  later!  That's  an  amazing  103%  •  Of  course,  overseas  investing  can  be 
volatile,  and  past  performance  is  no  guarantee  of  future  results,  but  many  investors 
are  now  looking  overseas  to  diversify  their  portfolios.  •  Start  with  just  $2,500  ($500 
for  IRAs)  •  Fidelity's  proven  international  management  skill  •  Easy  exchange  to  more 
than  50  other  Fidelity  ftinds  •  Low  3%  sales  charge  •  Call  anytime  -  24  hours  a  day! 

'Total  return  for  7/1/85  to  6/30/86  includes  change  in  share  price,  reinvestment  of  dividends  and  capital  gains  distributions, 
and  the  3%  sales  charge,  updating  the  prospectus.  Total  return  for  the  life  of  the  fund  (12/4/84  to  6/30/86)  is  165  8% .  Market 
conditions  were  generally  up  over  the  period/  Ranked  by  Lipper  Analytical  Services,  Inc. ,  which  monitors  over  1 ,000 
mutual  funds. 


Fidelity  Overseas  Fund.  For  more  complete  information,  including  management  fees 

and  expenses,  please  call  or  write  for  a  free  prospectus.  Read  it  carefully  before  you  invest  or  send  money  FideUty 
Distributors  Corporation  (General  Distribution  Agent) ,  P.O.  Box  660603,  Dallas,  TX  75266. 

Name  Address  .  

City  State  Zip  

□  Free  IRA  fiact  kit  (OVEI)       □  Free  Keogh  fact  kit  (OVER) 

Call  toll-free  24  hours.  EII\EI  ITV 

1-800-544-6666  INVESTMENTS 

In  Mass.  caU  collect  61 7-523-1919  FORB/OVE/090886 
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Investment  results 


Latest  12  months 
return 


from 

Total  assets 

Maximum 

Am 

Long-term 
performance 

Fund/distributor 

Date 
started 

total 
return 

income 
dividends 

6/30/86 
(millions) 

%  change 
'86  vs  '85 

sales 
charge 

expe 
per  ' 

Shearson  Lehman  Municipal  bond  index 
Forbes  municipal  bond  composite 

16.5% 
14.9% 

8.2% 
7.6% 

Seligman  Tax-Exempt-Maryland/Seligman 

10/85 

— * 

— ' 

$  37 

4.75% 

$0. 

Seligman  Tax-Exempt-Mass/Seligman 

11/83 

12.4% 

7.8% 

112 

89% 

4.75 

0 

Seligman  Tax-Exempt-Michigan/Seligman 

7/84 

16.5 

7.6 

86 

140 

4.75 

0. 

Seligman  Tax-Exempt-Minnesota/Seligman 

1 1/83 

13.3 

7.7 

92 

85 

4.75 

0 

Seligman  Tax-Exempt-National/Seligman 

1 1/83 

18.8 

8.2 

96 

128 

4.75 

0 

Seligman  Tax-Exempt-New  York/Seligman 

11/83 

15.0 

7.6 

58 

81 

4.75 

0 

Seligman  Tax-Exempt-Ohio/Seligman 

11/83 

13.7 

8.0 

98 

109 

4.75 

0, 

Shearson  California  Municipals/Shearson 

4/84 

15.8 

7.8 

124 

94 

5.00 

0. 

Shearson  Lehman-Tax  Exempt  Income/Shearson 

9/85 

338 

5.00b 

l.< 

B 

Shearson  Managed  Municipals/Shearson 

3/81 

18.0 

8.2 

543 

70 

5.00 

Oj 

Shearson  New  York  Municipals/Shearson 

1/84 

15.7 

7.8 

168 

89 

5.00 

0.. 

D 

Sigma  Tax-Free  Bond  Fund/Sigma 

8/79 

15.1 

7.0 

12 

44 

4.75 

1. 

State  Bond  Tax  Exempt  Fund/State  Bond 

5/84 

13.9 

7.8 

19 

186 

4.50 

1.1 

SteinRoe  High  Yield  Muni/Stein  Roe 

3/84 

16.9 

8.2 

129 

105 

none 

0.! 

SteinRoe  Intermediate  Municipals/Stein  Roe 

10/85 

59 

none 

2.1 

A 

SteinRoe  Tax-Exempt  Bond  Fund/Stein  Roe 

2/77 

16.0 

7.3 

414 

38 

none 

O.t 

B 

Tax-Exempt  Bond  Fund  of  America/ American  Funds 

10/79 

17.2 

7.3 

220 

60 

4.75 

O.C 

Tax-Free  Trust  of  Arizona/Aquila 

3/86 

— 

— 

13 

4.00 

N 

Thomson  McKinnon  Tax  Exempt  Fund/Thomson 

11/85 

— 

— 

44 

5.00b 

l.S 

Unified  Municipal  Fund-General/Unified 

4/85 

14.9 

6.0 

5 

1 9 

none 

1.: 

Unified  Municipal  Fund-Indiana/Unified 

4/85 

15.9 

6.0 

Q 
O 

1  1  o 

none 

1.1 

B 

United  Muni  Bond  Fund/Waddell  &  Reed 

11/76 

19.9 

7.5 

372 

36 

4.00 

01 

United  Municipal  High  Income/Waddell  &  Reed 

1/86 

— * 

— ' 

19 

4.00 

0.1 

USAA  Tax  Exempt-High  Yield/USAA 

3/82 

15.2 

8.6 

657 

89 

none 

0.5 

USAA  Tax  Exempt-Intermediate  Term/USAA 

3/82 

11.6 

8.2 

219 

79 

none 

0.5 

USAA  Tax  Exempt-Short  Term/USAA 

3/82 

7,6 

6.8 

1  U  ! 
1  ?S  1 

1  1  3 

1  1 .5 

none 

0.6 

Value  Line  Tax  Exempt-High  Yield/Value  Line 

3/84 

9.2 

9.2 

1  JO 

1  33 

none 

0.6 

Van  Kampen  Merritt  Cal  Insured  T-F/Van  Kampen 

12/85 

— ' 

— * 

o 

4.90 

1.0 

Van  Kampen  Merritt  Insured  Tax  Free/Van  Kampen 

12/84 

19.3 

7.4 

280 

199 

4.90 

0.8 

Van  Kampen  Merritt  T-F  High  Income/Van  Kampen 

6/85 

19.6 

7.2 

112 

721 

4.90 

1.1 

Vanguard  California  Insured  Tax-Free/Vanguard 

4/86 

16 

none 

Nf 

B 

Vanguard  Muni  Bond-High  Yield/Vanguard 

12/78 

17.8 

8.1 

681 

58 

none 

0.3 

Vanguard  Muni  Bond-Insured  LT/Vanguard 

9/84 

17.0 

7.8 

615 

115 

none 

0.3 

D 

Vanguard  Muni  Bond-Intermediate/Vanguard 

9/77 

13.6 

7.6 

680 

80 

none 

0.3 

C 

Vanguard  Muni  Bond-Long-Term/Vanguard 

9/77 

16.8 

7.9 

561 

36 

none 

0.3 

D 

Vanguard  Muni  Bond-Short-Term/Vanguard 

9/77 

6.5 

5.9 

848 

70 

none 

0.3 

Vanguard  New  York  Insured  Tax-Free/Vanguard 

4/86 

10 

none 

N/ 

Vanguard  Pennsylvania  Insured  Tax-Free/Vanguard 

4/86 

45 

none 

N/ 

Venture  Muni  {  +  )  Plus/ Venture 

2/82 

13.9 

9.4 

23 

473 

S.OOr 

1.5 

Total  return  is  for  9/30/^6  to6  .•.0  '^6,  For  all  categories  other  than  money  markets,  funds  are  added  to  this  section  when  they  exceed  $t  million  m  net  assets  .md  deleted  wh 
the\-  drop  below  $2  million.  .Vunic.pai  bond  Rinds  graded  ott  the  five-\-ear  total  return,  6/30/81  to  6/30/86.  'Fund  not  in  operation  for  full  period.  l;l-und  ha.s  12b-l  pi 
(hidden  load)  pending  or  in  f-frc:.-  b:  includes  redemption  fee  that  reverts  to  distributor,  r:  Includes  redemption  fee  that  reverts  to  fund.  NA:  Not  applicable  or  r 
available. 
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Two  Stops;  Hawaii  to  London 

Either  Direction. 


A  flight  from  Honolulu  to 
indon— 8000-plus  miles  over 
id  and  sea— puts  the  long- 
nge  claims  of  business  jets 
the  test. 

The  BAe  800  does  it 
either  direction, 
th  just  two  fuel  stops: 
y,  San  Francisco  and 
ingor,  ME. 

Herewith  our  flight 
anning  criteria:  One 
\e  800,  six  passengers, 
ggage,  with  winds  and 
udent  fuel  reserves. 

Honolulu-London-and-return 
the  kind  of  trip  many  long- 
ige  business  jets  don't  talk 
lOut.  And  interestingly,  other 
craft  that  can  make  this  trip 
long  them  the  very  largest, 


most  costly  business  jets- 
would  also  require  two  en  route 
fuel  stops. 
The  BAe  800's  far-out  payload- 


Waikiki 


Westminster 


Honolulu  ■*—»■ 
San  Francisco 

San  Francisco 
Bangor 

Bangor  -•— ► 
London 


Distance 

Time/East 

Time/West 

(miles) 

(hr:min.) 

(hr:min.) 

2124 

5:12 

5:57 

2780 

5:41 

6:54 

3073 

6:33 

6:58 

range  stems  from  design  effi- 
ciency that  pays  off  equally  on 
shorter  flights.  There,  the  BAe  800 
demonstrates  a  fuel  efficiency 
comparable  to  smaller,  less 
comfortable,  less  capable  jet 
aircraft. 
Hawaii-to-London  might  not 


be  a  travel  requirement  for  your 
company,  but  the  efficiency  that 
makes  it  possible  flies  with 
every  BAe  800  on  every  trip. 

Companies  that  require  less 
than  the  BAe  800's  full 
(3320-mile)  range  may  choose 
one  with  more  usable  cabin 
area  and  an  impressive  coast- 
to-coast  (2950-mile)  range. 

For  details  about  BAe  800 
range,  including  its  extensive 
range  of  options,  call  your 
nearest  BAe  office.  Or  write 
Kenneth  C.  Spinney,  Vice 
President  Marketing-Corporate, 
British  Aerospace,  Inc.,  P.O.  Box 
17414,  Washington  Dulles 
International  Airport, 
Washington,  DC  20041. 


i^wlUlHL  ^^-Ak.  ^^^ii^  ^^^i^^r 


up  where  we  belong 


British  Aerospace,  Inc  Offices  in  Nortti  America:  Washington,  DC  •  703/478-9420  •  Wilmington,  DE  302/322-8000  •  New  York  516/981-8000 
Chicago  312/299-7000  •  Houston  713/644-8000  •  Los  Angeles  714/756-0146  •  Toronto  416/673-0800 
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YOVR 
INDUSTRY. 


We're  in  the  business  of  finding 
candidates  on  their  way  up.  As  a 
result,  we  icnow  a  lot  of  people 
already  at  the  top.  So  if  you're 
looking  for  high  level  talent, 
Management  Recruiters  is  the  best 
place  to  start. 

But  these  days  what's  impor- 
tant is  not  just  who  you  know,  it's 
what  you  know.  And  our  Account 
Executives  know  your  industry. 
In  many  cases  they  worked  in 
your  industry  before  they  came  to 
work  for  us.  They  keep  up  with 
industry  groups.  They  know  how 
to  pick  out  the  top  performers. 

We've  been  there  before.  We 
know  our  way  around.  We  can 
talk  to  anybody  in  business  on 
their  own  level.  Virtually  all  of  the 
FORTUNE  500  companies  come  to 
Management  Recruiters  for  our 
ability  to  find  and  recruit  excep- 
tional talent.  And  when  we  go  to 
work  for  you,  we'll  see  eye  to  eye 
with  you,  too. 


MANAGEMEm" 
RECRUITERS® 

The  search  and  recruiting 
specialists. 

Over  300  offices  nationwide. 


Look  in  the  White  Pages 
for  the  Management  Recruiters 
office  nearest  you. 


Money  market  funds 


Money  market  funds  make  short- 
term  investments  that  generate  in- 
come without  variation  in  the 
amount  of  the  principal.  Forbes  di- 
vides money  market  funds  into  three 
categories:  those  that  invest  primarily 
in  U.S.  Treasury  and  federal  agency 
obligations  (table  begins  below), 
those  without  restrictions  on  invest- 
ment, called  general  money  market 
funds  (table  begins  on  p.  174),  and 
those  that  buy  federally  tax-exempt 
paper  (table  begins  on  p.  182).  In  the 
money  market  tables  we  omit  the 
usual  column  showing  front-end  sales 
load,  since  a  load  money  fund  is  such 


a  rarity.  But  the  beast  does  exist; 
Cigna  Money  Market,  for  example, 
has  a  load  of  up  to  5%.  The  more 
common  situation  is  a  sales  cost  bur- 
ied in  the  expense  budget  under  au- 
thority of  a  so-called  12b-l  plan.  Our 
advice:  Avoid  any  money  market 
fund  with  a  12b-l  unless  it  has  an 
unusually  low  expense  ratio.  Funds 
with  12b-ls  are  identified  here  with  a 
double  dagger  [t]  next  to  the  expense 
figure.  For  more  information,  call  or 
write  the  distributor  listed  next  to  the 
fund's  name.  Distributor  addresses 
and  phone  numbers  are  listed  in  the 
table  beginning  on  page  186. 


Portfolio 

average 
maturity 
days 

Fund/distributor 

Date 
started 

Latest  12  m 
return  fn 
income  divi 

Forbes  government  money  fund  companies 
Forbes  general  money  fund  composite 
Forbes  tax-free  money  fund  composite 

6.8' 
7.0' 
4.6' 

Money  market  funds  specializing  in  US  government  paper 

68 

Active  Assets  Govt  Sees  Trust/Dean  Witter 

7/81 

6.9'. 

56 

Alliance  Government  Reserves/Alliance 

7/79 

6.6 

55 

Alex  Brown  Cash  Reserve  Govt/Brown  &  Sons 

4/82 

6.9 

53 

Capital  Preservation  Fund/Benham 

10/72 

6.6 

3 

Capita!  Preservation  Fund  II/Benham 

6/80 

6.8 

10 

Cardinal  Government  Securities  Trust/Ohio  Co 

9/80 

7.1 

40 

Carnegie  Govt  Sees  Trust-Money  Market/Carnegie 

4/80 

6.9 

19 

Cash  Equivalent  Fund-Govt/Kempet 

12/81 

7.0 

6 

Centennial  Government  Trust/Centennial 

11/81 

6,7 

62 

CMA  Government  Securities  Fund/MLPF&S 

8/81 

6.9 

38 

Command  Government  Fund/Pru-Bache 

2/82 

6.6 

37 

Current  Interest  US  Govt/Criterion 

9/82 

6.7 

59 

Daily  Money  Fund-US  Treasury/Fidelity 

8/83 

7.0 

68 

DBL  Cash  Fund-Govt  Secs/Drexel 

3/82 

7.0 

64 

Dean  Witter/Sears  US  Gov  MM  Trust/Dean  Witter 

2/82 

6.7 

36 

Delaware  Treasury  Reserves-Cashiers/Delaware 

4/82 

6.6 

79 

Dreyfus  MM  Instruments-Govt  Sec/Dreyfus 

5/79 

7  1 

71 

Fidelity  US  Govenmient  Reserves/Fidelity 

11/81 

7.1 

46 

First  Variable  Rate  Fund  for  Govt  Income/Calvert 

12/76 

6.9 

1 

Franklin  Federal  Money  Fund/Franklin 

5/80 

6.4 

30 

Fund  for  Govt  Investors/Rushmore 

3/75 

6.6 

Funds  are  included  in  this  section  when  they  exceed  $50  million  in  net  asseLs 
le.ss  than  $100,000.  Fund  must  be  open  to  individual  investors.  Funds  are  usually 
integrated  financial  service  account  that  has  a  minimum  initial  investment 
pending  or  in  force. 


and  have  a  minimum  initial  inv 
no-load.  tFund  is  offered  xs  p 
iPund  has  12b-l  plan  (hidde 


Tables  of  distributors,  showing  addresses  and  phone  numbers,  begins  on  page 


It  remembers  more  numbers 
than  you  have  friends. 


What  a  memory.  Toshiba's  new  full-feature  phone  can  store  up  to 
24  telephone  numbers,  and  automatically  dial  them  for  you.  It  has  some 
other  unforgettable  features,  too.  Like  a  2-way  speaker  phone,  automatic 
redial  and  a  full  year  warranty.  So  remember       inTouch  with  Tomorrow 
to  pick  up  this  Toshiba.  It  won't  forget  who  TOSHIBA 

y  c  M  u  J  a  I  c.  Toshiba  America,  Inc  ,  82  Totowj  Road,  Wayne.  MJ  07470 


Vanguard  Municipal  Bond  Fund 

6  WAYS  TO  FIGHT  BACK 
AGAINST  TAXES. 


When  Federal  taxes  make  inroads  on 
your  income,  municipal  bonds  can  be 
your  first  line  of  defense.  The  income 
from  these  bonds  is  100%  free  of  Federal 
income  tax* 

Vanguard  Municipal  Bond  Fund  is 
the  only  tax-free  fund  with  six  profes- 
sionally managed  Portfolios:  Money 
Market,  Short-Term,  Intermediate- 
Term,  Long-Term,  Insured  Long-Term 
and  High-Yield.  With  a  low  $3,000  initial 
investment,  all  six  Vanguard  Portfolios 
offer  you  daily  liquidity,  free  checkwrit- 
ing  for  $250  or  more,  diversification  of 
holdings  and  the  opportunity  to  reinvest 
your  income.  And  all  are  available 
commission-free. 

Our  "6-in-l"  Information  Kit  explains: 

•  How  Vanguard  s  low  operating  expenses 
enable  you  to  earn  higher  yields. 

•  Which  Portfolio  offers  the  greatest  sta- 
bility, and  which  provides  the  highest 
level  of  tax-free  income. 

•  How  to  write  checks  and  earn  tax-free 
income  until  your  checks  clear. 


Cair  1-800-662-SHIP 

Ask  for  our  free  "6-in-l"  Information  Kit. 
Or  send  the  coupon  today 

In  Philadelphia,  visit  our  Investment 
Center  at  1528  Walnut  Street. 

*Income  may  be  subject  to  state  and  local  taxes. 

r  1 

Vanguard  Municipal  Bond  Fund 
Investor  Information  Department 
Valley  Forge,  Pennsylvania  19482 

Please  send  me  your  free  "6-in-l"  Infor- 
mation Kit,  including  a  prospectus  which 
I  may  read  before  I  invest  or  send  money 
I  understand  that  it  contains  more 
complete  information  on  advisory 
fees,  distribution  charges  and  other 
expenses.  Also  send  information  on 
□  IRA  DKeogh. 

Name  


Address- 
City  


State, 


Zip- 


Fl«;6-251 


TH^an^iuardGROUP 

K^Of  iNVESTMENT  COMPANIES 
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Money  market  funds 


Portfolio 
average 
maturity 

days  Fund/distributor 


Date 
started 


Latest  12  months 

return  from 
income  dividends 


Total  assets 


6/30/86 
(millions) 


  Minimum 

%  change  initial 
'86  vs  '85  investment 


Forbes  government  money  fund  companies 
Forbes  general  money  fund  composite 
Forbes  tax-free  money  fund  composite 


6.8% 
7.0% 
4.6% 


Money  market  funds  specializing  in  US  government  piq>er 


31 

Government  Investors  Trust/GIT 

7/79 

6.8% 

$220 

-22% 

$2,000 

so 

16 

Hilliard-Lyons  Government  Fund/Hilliard 

1/81 

6.3 

95 

-16 

3,000 

0 

63 

Hutton  Goverimient  Fund/Hutton 

6/82 

6.8 

1,061 

3 

10,000 

0 

17 

Kemper  Govt  MM  Fund/Kemper 

11/81 

6.7 

95 

5 

1,000 

0 

40 

Kidder  Peabody  Govt  Money  Fund/Kidder 

5/83 

6.9 

186 

36 

1,500 

0 

H 

Lazard  Government  Fund'/Lazard 

10/81 

7,1 

510 

11 

2,500 

0 

40 

Liberty  US  Govt  Money  Market  Trust/Federated 

6/80 

6.6 

1,929 

-29 

500 

0 

49 

Mass  Cash  Management-Govt/Mass  Financial 

2/82 

6.5 

51 

58 

1,000 

0 

50 

Merrill  Lynch  Government  Fund/ML  Boston 

9/77 

7.0 

1,707 

1 

5,000 

0 

65 

Merrill  Lynch  USA  Govt  Reserves/ML  Funds 

11/82 

6.8 

237 

7 

5,000 

0, 

17 

Midwest  Income  Trust-Short  Term  Govt/Leshner 

12/74 

6.5 

139 

-6 

1,000 

1. 

28 

National  Liquid  Reserves-Government/Smith  Barney 

5/84 

6.9 

102 

50 

1,000 

0. 

66 

Neuberger  &  Berman  Govt  Money/Neuberger 

11/83 

6.4 

107 

214 

2,000 

0. 

70 

Pacific  Horizon-Government/Dreyfus 

3/84 

7.1 

896 

60 

1,000 

0. 

64 

PaineWebber  RMA  US  Govt/PaineWebber 

10/82 

6.6 

205 

15 

t 

0. 

13 

Pinnacle  Government  Fund-Port  I/Florida  Mutual 

10/80 

6.9 

73 

868 

1,000 

1. 

46 

T  Rowe  Price  US  Treasury  Money  Fund/Price 

6/82 

6.4 

148 

-10 

1,000 

1. 

37 

Prudential-Bache  Govt  Secs-MM/Pru-Bache 

1/82 

6.7 

338 

27 

1,000 

0. 

35 

Renaissance  Assets  Trust-Govt/First  of  Mich 

7/82 

7.2 

96 

52 

1,000 

0. 

7 

Reserve  Fund-Government/Resrv 

10/81 

6.9 

350 

36 

1,000 

0. 

50 

Scudder  Government  Money  Fund/Scudder 

11/81 

6.5 

157 

10 

1,000 

0. 

H8 

Shearson  FMA  Govt  Fund/Shearson 

2/82 

6.9 

380 

36 

0. 

93 

Shearson  Government  &  Agencies/Shearson 

10/80 

7.2 

1,619 

12 

2,500 

0. 

40 

Short  Term  Income  Fund-Government/Reich  &  Tang 

11/82 

6.7 

206 

28 

5,000 

0. 

59 

Summit  Cash  Reserves  Fund/ML  Funds 

12/82 

7.1 

615 

24 

5,000 

0. 

42 

Tucker  Anthony  Govt  Sees  Fund/Tucker  Anthony 

2/82 

6.7 

186 

62 

2,500 

0. 

46 

UMB  Money  Market-Federal/Jones  &  Babson 

11/82 

7.0 

104 

-11 

1,000 

0. 

80 

United  Services-US  Treasury  Sees/United  Services 

2/82 

6.0 

73 

-30 

500 

I. 

36 

Vanguard  MM  Reserves-Federal/Vanguard 

7/81 

7.0 

514 

4 

1,000 

0. 

45 

Vantage  Money  Market-Government/Smith  Barney 

10/82 

6.9 

61 

-2 

0. 

Geiieral  money  market  funds 

63 

Active  Assets  ;.loney  Trust/Dean  Witter 

7/81 

7.2 

2,232 

7 

0. 

48 

Alliance  Capital  Reserves/Alliance 

7/78 

6.9 

■  1,196 

37 

1,000 

1. 

23 

A-tsfcrican  Capital  Reserve  Fund/ American  Cap 

7/74 

7.0 

309 

33 

1,000 

0. 

27 

AAIEV  M.iaey  Funii/AMEV  Investors 

11/79 

6.8 

77 

-4 

1,000 

0. 

32 

B'jbsoo  Money  Market  Fund-Ptime/Jones  &  Babson 

3/80 

6.8 

57 

-1 

1,000 

0. 

Funds  are  included  in  thi,.  sscC'.k!  s'.hen  they  exceed  JSO  million  in  net  ;iiseLsand  have  a  minimum  initial  inve.stment  le.ss  than  $100. 
vesiors.  Fund.s  are  u.sually  no-load.  tFund  is  ofTered  a.s  pan  of  an  integrated  financial  serv  ice  account  that  has  a  minimum  initial  inv 
load)  pending  or  in  force.    'Formerly  Lehman  Government  Fund. 


000  Fund  must  be  open  to  individua 
estment     iFund  has  ]2b  \  plan  (hiti 


1  Tabic  of  distribiiiov?,  showing  addresses  and  phone  numbers,  begins  on  page  186. 
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BhjeCroes 
Blue  Shield  . 
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1^3     HS  b18S 


Nearly 
nillion  people 
•uldn't  picture 
their  lives 
without  it. 


70  125 

COHPRE  HE  NS I Vt 


740  240 

07/ I  0/85 


Carry  the 
Caring  Card'' 


1986  Fund  Ratings 


Money  market  funds 


Portfolio 
average 
maturity 
days 

Latest  12  months 

Total  assets 

Minimum 

An 

Fund/distributor 

Date 
started 

return  from 
income  dividends 

6/30/86 
[millions) 

%  change 
'86  vs  '85 

initial 
investment 

exd 
pel) 

Forbes  government  money  fund  companies 
Forbes  general  money  fund  composite 
Forbes  tax-free  money  fund  composite 

6.8% 
7.0% 
4.6% 

Genera!  money  market  funds 

31 

Birr,  Wilson  Money  Fund/Birr,  Wilson 

3/81 

6.3% 

$64 

21% 

$1,000 

SI 

54 

Boston  Co  Cash  Mgmt  Fund/Boston  Co 

8/79 

7.0 

247 

4 

1,000 

c 

35 

Alex  Brown  Cash  Reserve-Prime/Brown  &  Sons 

8/81 

7.1 

702 

10 

1,500 

(■ 

22 

Bull  &  Bear  Dollar  Reserves/Bull  &  Bear 

6/80 

7.0 

76 

2 

1,000 

1 

31 

Calvert  Social  Invest  Fund-MM/Calvert 

11/82 

6.9 

54 

20 

1,000 

c 

13 

Capital  Cash  Management  Trust/Aquila 

7/74 

7.1 

77 

-19 

1,000 

c 

39 

Cash  Assets  Trust/Aquila 

11/84 

7.1 

72 

0 

1,000 

c 

38 

Cash  Equivalent  Fund-MM/Kemper 

3/79 

7.1 

5,279 

1 1 

1,000 

c 

15 

Cash  Management  Trust  of  America/American  Funds 

1 1/76 

7.2 

659 

20 

5,000 

0 

55 

Cash  Reserve  Management/Hutton 

1/77 

7.2 

4,039 

-10 

10,000 

0 

41 

CBA  Money  Fund/ML  Funds 

6/84 

7.3 

134 

NM 

0 

31 

Centennial  Money  Market  Trust/Centennial 

11/81 

6.7 

171 

16 

1,000 

1 

20 

Churchill  Cash  Reserves  Trust/Aquila 

7/85 

94 

1,000 

Qi 

59 

Cigna  Money  Market  Fund/Cigna 

1/75 

6.9 

180 

-21 

500 

0 

65 

CMA  Money  Fund/MLPF&S 

9/77 

7.2 

18,152 

7 

' 

0 

31 

Columbia  Daily  Income  Company/Columbia 

11/74 

6.8 

433 

-2 

1,000 

0 

40 

Command  Money  Fund/Pru-Bache 

2/82 

7.0 

1,273 

20 

0 

23 

Composite  Cash  Management/Murphey  Favre 

11/79 

6.7 

128 

-13 

1,000 

Oi 

29 

Connecticut  Mutual  Liquid  Account/Conn  Mutual 

3/82 

6.7 

67 

-16 

1,000 

ll 

 i 

41 

Cortland  Trust-General  Money  Market/Cortland 

7/85 

301 

219 

1,000 

0' 

40 

Current  Interest-Money  Market/Criterion 

6/74 

6.8 

929 

10 

1,000 

0 

33 

Daily  Cash  Accumulation  Fund/Centennial 

7/78 

7.0 

2,522 

19 

500 

0 

 1 

39 

Daily  Dollar  Reserves/Reich  &  Tang 

6/83 

7.0 

239 

52 

5,000 

0 

45 

Daily  Income  Fimd/Reich  &  Tang 

7/74 

7.1 

485 

7 

5,000 

0 

34 

Daily  Money  Fund-Money  Market/Fidelity 

4/83 

7.2 

355 

53 

1,000 

0 

43 

DBL  Cash  Fund-Money  Market/Drexel 

2/81 

7.2 

1,486 

17 

1,000 

0 

60 

Dean  Witter/Sears  Liquid  Asset/Dean  Witter 

9/75 

7.3 

6,708 

3 

5,000 

01 

33 

Delaware  Cash  Reserve/Delaware 

6/78 

7.1 

1,237 

-13 

1,000 

0. 

53 

Dreyfus  Liquid  Assets/Dreyfus 

1/74 

7.2 

7,771 

-6 

2,500 

0. 

62 

Dreyfus  MM  Instruments-Money  Market/Dreyfus 

4/75 

7.2 

658 

-14 

50,000 

0. 

31 

Eaton  Vance  Cash  Mgmt  Fund/Eaton  Vance 

1/75 

6.9 

180 

-7 

1,000 

0. 

49 

EGT  Money  Market  Trust/Eppler  Guerin 

4/81 

6.7 

61 

-21 

1,000 

1. 

44 

Equitable  MM  Account-General  Purpose/Bullock 

10/80 

6.8 

196 

-18 

1,000 

0. 

54 

Fidelity  Cash  Reserves/Fidelity 

5/79 

7.1 

•  4,392 

6 

1,000 

0. 

49 

Fidelity  Daily  Income  Trust/Fidelity 

5/74 

7.2 

2,465 

-2 

10,000 

0. 

29 

Fidelity  Select-Money  Market/Fidelity 

8/85 

230 

1,000 

N 

18 

Financial  Daily  Income  Shares/Financial  Prog 

3/76 

6.9 

199 

-10 

1,000 

0. 

Funds  an'  included  in  this  section  when  they  exceed  ISO  million  in  net  assets  and  iiave  a  minimum  initial  investment  le.ss  than  $100,000  l  und  must  be  open  to  indi\  idu. 
vcstors.  1-unds  are  usually  no-load.  *Fund  not  in  operation  for  full  period.  tFund  is  offered  as  pan  of  an  integrated  financial  .service  account  that  has  a  minimum  ii 
investment.    tVund  i\a.s  12h  1  plan  (hidden  load)  pending  or  in  force.    NA:  Not  applicable  or  not  available.    NM:  Not  meaningful. 


Table  of  distributors,  showing  addresses  and  phone  numbers,  begins  on  page  186. 


There's  strength 
in  our  numbers. 


Select  Investors 


Annual  Compound  Rate 


Cost  on 
June  30  1971 

$10,000 


Total  Value  on 
June  30,  1986 

$178,962 


S&P  Value  on 
June  30,  1986 

$48,942 


Growth  Investors 

Total  Value  on 

June  30,  1986 

$206,681 

J       Annua!  Compounti  Rate 

Cost  on 

SAP  Value  on 

June  30,  1971 

June  30.  1986 

$10,000  y 

$48,942 

Assumed  investment  of  $10,000  for  15  years. 

If  you're  looking  for  a  family  of  mutual  funds  that  offers  outstanding  long-term 
performance,  consider  Twentieth  Century  Investors. 

If  you  had  invested  $10,000  in  Twentieth  Century's  Growth  Investors  in  1971,  your 
investment  15  years  later  would  have  been  worth  $206,681 .  That  amounts  to  an  annual 
compound  rate  of  22.4%.* 

If  you  had  chosen  Select  Investors,  your  $10,000  investment  for  the  same  period 
would  have  grown  to  $178,962,  at  an  annual  compound  rate  of  21.2%.*  Compare  that  to 
the  performance  of  the  Standard  &  Poor's  500  Index  for  the  same  period:  only  11.2%.** 

Twentieth  Century  Investors  offers  a  family  of  seven  no-load,  no-minimum  mutual 
funds  for  your  investments.  And  while  no  one  can  predict  the  future,  if  you're  looking  for 
performance.  Twentieth  Century  has  strong  possibilities. 

Want  to  know  more}  Fcfr  complete  information  about  Twentieth  Century's  five  common 
stock  fimds  (Select,  Growth,  Ultra,  Vista  and  Gifirust  Investors)  and  two  income  fiends  (U.S. 
Governments  and  Cash  Reserve),  zurite  or  call  for  a  free  prospectus.  Please  read  the  prospectus 
carefully  before  investing. 


1-800-345-2021,  ext.  402 


No- 


'Figures  reflect  performance  of  Twentieth  Century's  Growth  and  Select  Investors  from  June  30, 1 971 ,  to  June  30, 1 986,  Illustration 
assumes  reinvestment  of  capital  gains  and  investment  income  distributions  These  figures  supplement  those  found  in  the  current 
annual  report  They  illustrate  past  performance,  and  are  not  protections  for  the  future 

"The  Standard  &  Poor's  500  Index  is  an  unmanaged  group  of  stocks  considered  by  many  to  be  representative  of  the  stock  market 
in  general. 


1986  Fund  Ratings 


Money  market  funds 

Portfolio 
average 
maturity 
days 

Latest  12  months 

Total  assets 

Minimum 

Anni 

Fund/distributor 

Date 
started 

return  from 
income  dividends 

6/30/86 
(millions) 

%  change 
'86  vs  '85 

initial 
investment 

expeii 

per  $' 

FoHBFS  government  money  fund  companies 
Forbes  general  money  fund  composite 
FoRBKs  tax-free  money  fund  composite 

6.8% 
7.0% 
4.6% 

General  money  market  funds 

27 

First  American  Money  Fund/Fidelity 

4/82 

7.4% 

$59 

-5% 

$1,000 

$0.5. 

26 

First  Investors  Cash  Mgmt  Fund/First  Investors 

10/78 

6.7 

277 

-23 

1,000 

0.9 

33 

First  Lakeshore  Money  Market  Fund/Dreyfus 

Z/ttO 

7/1 

1,UUU 

N/ 

29 

Franklin  Money  Fund/Franklin 

1/  /  o 

A  7 

07n 

1 

—o 

cnn 

u.yi 

97 

General  MM  Fund/Dreyfus 

o.y 

ZO 

Z,DUU 

u.yi 

51 

Gradison  Cash  Reserves  Trust/Gradison 

5/76 

7.0 

418 

-6 

1,000 

0.8. 

45 

John  Hancock  Cash  Management  Trust/Hancock 

10/79 

6.8 

322 

-16 

1,000 

l.OC 

46 

High  Yield  Cash  Trust/Federated 

loo 

loU 

25,000 

N/ 

21 

Wayne  Hummer  Money  Fund  Trust/Hummer 

4/82 

/i  7 

6.  / 

82 

19 

500 

0.9t 

56 

Hutton  AMA  Cash  Fund/Hutton 

3/82 

7.2 

2,013 

7 

0.6  j 

54 

Hutton  Investment-Short  Term  Invest/Hutton 

1/82 

6.0 

137 

29 

500 

1.75 

36 

IDS  Cash  Management  Fund/IDS 

10/75 

7.1 

864 

-4 

2,000 

0.6> 

44 

Integrated  Money  Market  Securities/Integrated 

10/84 

6.9 

219 

221 

1,000 

l.OS 

45 

ED  Jones  Daily  Passport  Cash/fones  &  Co 

5/80 

6.8 

650 

6 

1,000 

1.0^ 

oo 

Kemper  Money  Market  Fund/Kemper 

1 1/74 

7.4 

4,694 

-2 

1,000 

0.55 

41 

Keystone  Liquid  Trust/Keystone 

7ns 

6.7 

332 

54 

1,000 

l.OC 

37 

Kidder  Peabody  Premium  Account/Kidder 

5/82 

7.1 

625 

50 

* 

0.6C 

Zo 

Lazard  Cash  Management  Fund^/Lazard 

1/81 

7. 1 

736 

-17 

2,500 

0.64 

3fl 
OfS 

Legg  Mason  Cash  Reserve  Trust/Legg  Mason 

10/78 

6.8 

272 

20 

5,000 

0.87 

/!  C 
43 

Lehman  Management  Cash  Reserves  Fund/Lehman 

6/86 

276 

-69 

1,000 

0.39 

36 

Lexington  MM  Trust/Lexington 

7/78 

7.2 

220 

2 

1,000 

0.88 

24 

Liquid  Capital  Income  Trust/Carnegie 

11/74 

7.1 

1,237 

I 

1,000 

0.75 

34 

Liquid  Green  Trust/Unified 

11/80 

6.9 

185 

-3 

1,000 

0.87 

AO 

Lord  Abbett  Cash  Reserve  Fund/Lord  Abbett 

7/79 

6.8 

194 

8 

1,000 

0.89' 

46 

Mass  Cash  Management-Prime/Mass  Financial 

12/75 

7.0 

615 

-6 

1,000 

0.80 

31 

McDonald  Money  Market  Fund/McDonald 

5/81 

6.7 

154 

-7 

500 

1.01 

47 

Merrill  Lynch  Institutional  Fund/ML  Boston 

12/74 

7.3 

1,342 

-7 

25,000 

0.40 

69 

Merrill  Lynch  Ready  Assets  Trust/ML  Funds 

2/75 

7.2 

11,886 

-4 

5,000 

0.49 

62 

Merrill  Lynch  Retirement  Reserves  MM/ML  Funds 

4/82 

6.9 

2,549 

32 

none 

1.00 

46 

Money  Market  Management/Federated 

1/74 

6.9 

224 

-12 

1,000 

0.89 

39 

Morgan  Keegan  Daily  Cash  Trust/Morgan  Keegan 

12/80 

6.7 

85 

5 

5,000 

1.03 

30 

Mutual  of  Omaha  Cash  Reserve/Mutual  of  Omaha 

3/81 

6.7 

57 

8 

none 

1.09 

32 

Mutual  of  Omaha  MM  Account/Mutual  of  Omaha 

7/79 

6.9 

240 

-10 

1,000 

0.82 

30 

National  Liquid  Reserves-Cash/Smith  Barney 

8/74 

7.1 

'1,251 

-10 

1,000 

0.62 

27 

National  Liquid  Reserves-Retirement/Smith  Barney 

2/86 

260 

none 

NA 

39 

Nationwide  Money  Market  Fund/Nationwide 

3/80 

7.0 

429 

-8 

1,000 

0.77 

54 

NEL  Cash  Management  Trust-MM/NEL 

7/78 

7.0 

733 

-11 

1,000 

0.75 

Funds  are  indiKled  in  ihis  section  when  ihcy  exceed  $50  million  In  net  assets  and  h.ive  a  minimum  initial  iinestment  le.ss  than  $100,000.  Fund  must  be  open  to  individual  ii 
vestors  Funds  aie  usualh-  no-load.  "Fund  not  in  operation  lor  full  period.  tFund  is  offered  a.s  pan  of  an  integrated  financial  sen  ice  account  that  ha.s  a  minimuni  initi; 
investment.    tFund  has  12b-l  plan  ( hidden  load)  |)ending  or  in  force.    'FormerK-  Lehman  Cash  Management  Fund    NA:  Not  applicable  or  not  available 


Table  of  distributors,  showing  addresses  and  phone  numbers,  begins  on  page  186. 


Mroducing  the  no-load  Vanguard  Convertible  Securities  Fund 


NEW  FROM  VANGUARD: 
GROWTH  POTENTIAL 
SUPPORTED  BY  CURRENT  INCOME, 
FROM  CONVERTIBLES. 


Our  new  Vanguard  Convertible  Securities  Rind 
seeks  high  total  returns  (current  income  plus  any 
capital  change)  by  investing  in  the  undervalued 
convertible  issues  of  growth  companies. 

A  hybrid  security  that  offers  greater  stability 

Convertible  securities,  which  are  corporate 
bonds  or  preferred  stocks,  combine  the  features 
of  stocks  and  bonds.  They  offer  fixed  income  and 
have  a  maturity  date,  like  ordinary  bonds.  But,  like 
stocks,  convertibles  also  have  the  potential  for 
capital  gains,  since  they  can  be  converted  into 
shares  of  the  issuing  company's  common  stock. 

A  new  Fund  from  Vanguard  positioned  for  a 
variety  of  market  cycles 

Vanguard  Convertible  Securities  Fund  seeks 
to  help  you  benefit  from  rising  stock  prices  and 
current  income. 


WHO'S  BETTER  OFF?  A  General  Guideline 

Slock 
Price 

Slock 
Investor 

ConvertiblefCVt 

Security 

Investor 

Reason 

Falls 

The  CV's  price  will  also  decline. 
But  its  higfier  income  can  con- 
tribute to  a  greater  total  return 
for  the  CV 

Unchanged 

The  current  income  of  the  CV  is 
higher  than  the  dividend,  if  any.  of 
the  common  stock.  This  helps  the 
CV's  total  return. 

Rises 
Slowly 

Due  to  Its  higher  income,  the  CV's 
total  return  will  usually  be  com- 
parable to  the  stock's,  even 
though  its  price  rises  more  slowly 

Rises 
Quickly 

The  CV  will  lag  a  quick  movement 
in  stock  price.  But  over  time,  the 
CV's  total  return  may  be  compa- 
rable to  the  stock's,  due  to  the 
effects  of  compounded  income. 

Thib  table  is  a  hypothetical  illustration  of  how  a  convertible  can  be  expected  to  behave 
in  response  to  movement  of  its  underlying  stock.  Actual  experience  may  differ. 

Convertibles  generally  follow  the  price  move- 
ment of  their  underlying  common  stocks.  When 
the  value  of  the  convertible  rises  with  an  increase 
in  the  stock  price,  the  Fund  takes  profits  in  two 
ways:  We  can  sell  the  convertible  itself,  or  we  can 
convert  it  into  common  stock  and  then  sell. 

In  an  adverse  equity  environment,  the  con- 
vertible's fixed-income  feature  can  act  as  a  safety 


net.  The  convertible  usually  won't  follow  the  com- 
mon stock's  decline  as  fast  or  as  far;  it  will  drop 
only  to  its  value  as  a  straight  bond. 

Of  course,  the  Fund  is  actively  managed  to 
seek  the  highest  total  returns. 

Individuals  and  institutions  can  invest 
commission-free 

It's  easy  to  become  a  shareholder;  the  initial 
investment  is  just  $3,000  ($500  for  retirement 
plans).  And  with  no  commission  charges,  100%  of 
your  money  begins  working  for  you  immediately 

Other  Vanguard  benefits  include: 

•  Automatic  reinvestment  option. 

•  Free  telephone  exchange  at  the  then-current 
net  asset  value  with  some  40  other 
Vanguard  Portfolios. 

•  Retirement  plans  for  individuals  and 
institutions. 

•  Personal  service  via  toll-free  telephone. 

Call  1-800-662-SHIP 
24  Hours,  7  Days 

ASK  FOR  OUR  NEW  Vanguard  Convertible  Securi- 
ties Fund  Information  Kit,  free.  Or  send  the 
coupon  below. 

IN  PHILADELPHIA  visit  our  Investment  Center  at 
1528  Walnut  Street. 


r 


Vanguard  Convertible  Securities  Fund 
Investor  Information  Dept.  82 
Valley  Forge,  Pennsylvania  19482 

Please  send  me  your  free  Vanguard  Convertible 
Securities  Fund  Information  Kit,  includinga  pro- 
spectus which  I  may  read  before  I  invest  or  send 
money  I  understand thatitcontainscompleteinfor- 
mation  on  advisory  fees,  distribution  charges  and 
otherexpenses. 
Also  send  information  on 
□  IRA  (71)  DKeogh/PensionCTO). 

Name  


Address- 
City  


State. 


.  Zip- 


FB-76-251 


TH^aivniardGROUP 

*^OF  INVESTMENT  COMPANIES 


1986  Fund  Ratings 


Money  market  funds 

Portfolio 
average 
maturity 

days 

Latest  12  months 

Total  assets 

Minimum 

Annu 

Fund/distributor 

Date 
started 

return  from 
income  dividends 

6/30/86 
(millions) 

%  change 
'86  vs  '85 

initial 
investment 

expens 
per  $1 

Forbes  government  money  fund  companies 
Forbes  general  money  fund  composite 
Forbes  tax-free  money  fund  composite 

6.8% 
7.0% 
4.6% 

General  money  market  funds 

30 

Oppenheimer  Money  Market  Fund/Oppenheimer  Inv 

4/74 

7.0% 

$738 

-19% 

$1,000 

$0.77 

15 

Oxford  Cash  Management  Fund/Craigie 

2/83 

7.1 

151 

-9 

1,000 

0.59 

19 

Pacific  Horizon-Money  Market/Dreyfus 

3/84 

7.2 

583 

96 

1,000 

0.57 

33 

PaineWebber  Cashfund/PaineWebber 

5/78 

7.1 

4,168 

2 

5,000 

0.57 

36 

PaineWebber  RMA  Money  Market/PaineWebber 

10/82 

6.5 

1,741 

46 

t 

0.76 

31 

Parkway  Cash  Fund/Parkway 

11/79 

6.8 

125 

-67 

1,000 

l.OC 

40 

T  Rowe  Price  Prime  Reserve  Fund/Price 

3/76 

7.1 

2,917 

-7 

1,000 

0.65 

33 

Prime  Cash  Fund/Johnson 

4/83 

7.1 

167 

23 

1,000 

0.61 

42 

Prudential-Bache  Moneymart  Assets/Pru-Bache 

6/76 

7.1 

4,051 

22 

1,000 

0.62 

45 

Putnam  Daily  Dividend  Trust/Putnam 

9/76 

7  0 

277 

2 

1,000 

0.85 

42 

Renaissance  Assets  Trust-MM/First  of  Mich 

7/82 

7.3 

217 

59 

1,000 

0.63 

21 

Reserve  Fund-Primary/Resrv 

11/71 

6.9 

1,651 

6 

1,000 

0.8H 

15 

LF  Rothschild  Earnings  &  Liquidity/Rothschild 

4/82 

6.9 

455 

35 

100 

0.74 

22 

St  Clair  Money  Market  Fund/Fairfield 

1 1/84 

6.9 

74 

65 

500 

0.77 

39 

Scudder  Cash  Investment  Trust/Scuddet 

7/76 

7.1 

1,104 

7 

1,000 

0.68 

19 

Security  Cash  Fund/Security 

10/80 

6.9 

55 

17 

1,000 

1.00 

28 

Seligman  Cash  Management-Prime/Seligman 

1/77 

6.8 

329 

-4 

2,000 

0.91 

40 

Shearson  Daily  Dividend/Shearson 

6/79 

7.1 

3,696 

5 

2,500 

0.74 

39 

Shearson  FMA  Cash  Fund/Shearson 

2/82 

7.1 

1,412 

26 

t 

0.65 

36 

Short  Term  Asset  Reserves/Moseley 

12/84 

7.2 

200 

169 

1,000 

0.68 

41 

Short  Term  Income  Fund-MM/Reich  &  Tang 

1/80 

6.9 

508 

44 

5,000 

0.79 

39 

Standby  Reserve  Fund/Cowen 

11/81 

7.0 

309 

13 

2,000 

0.75 

31 

SteinRoe  Cash  Reserves/Stein  Roe 

10/76 

7.0 

790 

4 

2,500 

0.72 

31 

Transamerica  Cash  Reservc/Transamerica 

8/80 

7.3 

317 

33 

500 

0.55 

26 

Trinity  Liquid  Assets  Ttust/Russell 

1/83 

7.2 

364 

32 

1,000 

0.57 

41 

Trust  for  Cash  Reserves/Milwaukee  Co 

2/80 

6.8 

188 

25 

1,000 

1.05 

41 

Tucker  Anthony  Cash  Mgmt  Fund/Tucker  Anthony 

4/81 

6.8 

520 

11 

2,500 

0.84 

79 

20th  Century  Cash  Reserve/20th  Century 

3/85 

6.8 

71 

492 

none 

1.01 

35 

UMB  Money  Market-Prime/Jones  &  Babson 

11/82 

7.1 

61 

-23 

1,000 

0.51 

69 

United  Cash  Management/Waddell  &  Reed 

8/79 

7.1 

284 

-12 

1,000 

1.07 

47 

USAA  Mutual-MM  Fund/USAA 

2/81 

7.0 

275 

6 

1,000 

0.94 

68 

Value  Line  Cash  Fund/Value  Line 

4/79 

7.2 

452 

-1 

1,000 

0.79 

20 

Vanguard  MM  Reserves-Insured/Vanguard 

2/83 

6.6 

52 

-2 

1,000 

0.96 

38 

Vanguard  MM  Reserves-Prime/ Vanguard 

6/75 

7.2 

■  1,969 

19 

1,000 

0.51 

30 

Vantage  Money  Market-Cash/Sinith  Barney 

10/82 

7.1 

355 

22 

0.60 

37 

Webster  Cash  Reserve/Kiddet 

8/79 

7.0 

1,550 

13 

1,500 

0.66 

58 

Working  Assets  Money  Fund/Working  Assets 

8/83 

6.7 

85 

36 

1,000 

1.08 

'4 


   —  —  ^  ^..^^^v.  ^-   .w,  ,,,       .vi.icth  Jiid  h.ive  .i  iniiimiuiii  iiiiiul  in\ cstmcnt  le^.s  tli.m  SlUO.UUO  1  uiid  niusi  he  (ipcii  U) 

individual  investors  Funds  are  usually  no-load,  tl-und  is  offered  a.s  part  of  an  imegrated  financial  .sen  ice  account  tliat  has  a  niinimuni  initial  in\e.stment  tFund  tia.s 
12b-l  plari  (hidden  load)  pending  or  in  force. 


Table  of  distributors,  showing  addresses  and  phone  numbers,  begins  on  page  186. 


In  1883,  when  a  volcanic  blast  leveled  Krakatoa,  Allendale 
had  been  on  solid  ground  for  48  years. 


One  earthshattering  moment.  The  loudest  recorded 
oise  in  history.  In  a  world  shaken  by  the  forces  of  nature, 
Jlendale  had  been  a  stable  property  insurer  for  48  years. 

Today  at  Allendale,  we  continue  to  shape  the  history  of 
)ss  control  with  engineering,  training,  research  and  test- 
\g,  responsiveness  and  fairness  in  the  way  we  do  business. 

Throughout  the  years  we've  been  more  than  an  ordi- 


nary insurance  company.  Commitment  to  our  insureds 
goes  well  beyond  the  property  coverages  we  provide. 

After  a  century  and  a  half,  that  part  of  our  philosophy 
is  not  about  to  change.  Allendale  Insurance,  P.O.  Box 
7500,  Johnston,  Rhode  Island  02919. 
Allendale  Insurance/Factory  Mutual  System 

Over  150  years  of  progress  and  stability. 


1986  Fund  Rating 


Presenting  the 
newest  expression  of 
Cro3S  excellenoB, 


New  Gray  by  Cross.  Classic  Cross 
excellence  in  a  contemporary  new 
satin  gray  fim'sh.  Shown,  pur  bail 
peri,$15,and  fountain  pen,  $45. 
'  flechanie^lpencil  and  Selectip^,- 
RofHiiq  Barr'  pen  'af-c  atsS^availablfc 


f'age. 


Money  market  funds 

Portfolio 

average 

Latest  12  i 

maturity 
days 

Fund/distributor 

Date 
started 

return  1 
income  di' 

Forbes  government  money  fund  companies 
Forbes  general  money  fund  composite 
Forbes  tax-free  money  fund  composite 

6.  J 

7.  ( 
4.« 

Tax-exempt  money  market  funds 

14 

Active  Assets  Tax-Free  Trust/Dean  Witter 

7/81 

4.C 

90 

Alliance  Tax-Exempt  Reserves/Alliance 

1/83 

4,; 

8 

Benham  Calif  Tax-Free  Trust-MM/Benham 

11/83 

55 

Boston  Co  Massachusetts  Tax  Free/Boston  Co 

7/83 

4.; 

81 

Calvert  Tax-Free  Reserves-MM/Calvert 

4/81 

4.4 

40 

Cardinal  Tax  Exempt  Money  Trust/Ohio  Co 

9/83 

4.f 

18 

Carnegie  Tax  Free  Income  Trust/Carnegie 

8/82 

4.6 

50 

Centennial  Tax  Exempt  Trust/Centennial 

9/81 

4.5 

38 

CMA  Tax-Exempt  Fund/MLPF&S 

1/81 

4.6 

75 

Command  Tax-Free  Fund/Pru-Bache 

2/82 

4.9 

43 

Connecticut  Daily  Tax  Free  Income/Reich  &  Tang 

5/85 

4.41 

71 

Cortland  Trust-Tax-Free  Money  Market/Cortland 

6/85 

4.1 

34 

Current  Interest-Tax  Free/Criterion 

5/83 

4.4 

55 

Daily  Tax  Free  Income  Fund/Reich  &  Tang 

11/82 

4.7 

42 

DBL  Tax-Free  Fund-Money  Market/Drexel 

4/83 

4.7 

12 

Dean  Witter/Sears  Tax-Free  Daily  Income/Dean  Witter 

2/81 

4.8 

52 

Delaware  Tax-Free  Money  Fund/Delaware 

9/81 

4.4 

56 

Dreyfus  Calif  Tax  Exempt  Money  Market/Dreyfus 

1/86 

— 

65 

Dreyfus  General  Tax  Exempt  Money  Market/Dreyfus 

12/83 

4.8 

67 

Dreyfus  Tax  Exempt  MM  Fund/Dreyfus 

8/80 

4.7 

26 

Eaton  Vance  Tax-Free  Reserves/Eaton  Vance 

12/82 

4.8 

102 

Empire  Tax  Free  Money  Market/Reich  &  Tang 

5/84 

4.4 

54 

Federated  Tax-Free  Trust/Federated 

3/79 

4.6 

37 

Fidelity  Calif  Tax-Free  Money  Market/Fidelity 

7/84 

4.7 

29 

Fidelity  Mass  Tax-Free-Money  Market/Fidelity 

11/83 

4.7 

88 

Fidelity  NY  Tax-Free-Money  Markets/Fidelity 

7/84 

4.6 

69 

Fidelity  Tax-Exempt  MM  Trust/Fidelity 

1/80 

4.9 

45 

First  Lakeshore  Tax  Exempt  Money  Market/Dreyfus 

2/86 

27 

Franklin  Calif  Tax-Exempt  Money  Fund/Franklin 

9/85 

69 

Franklin  Tax-Exempt  Money  Fund/Franklin 

2/82 

4.8 

82 

IDS  Tax-Free  Money  Fund/IDS 

8/80 

4.5 

55 

Kidder  Peabody  Tax  Exempt  MM/Kidder 

7/83 

4.7 

37 

Lazard  Tax-Free  Reserves-Money  Market^/Lazard 

10/82 

4.8 

29 

Legg  Mason  Tax  Exempt  Trust/Legg  Mason 

7/83 

4.4 

75 

Lehman  Management  Tax-Free  Reserves  Fund/Lehman 

1/86 

Funds  are  included  in  tins  section  wlien  they  e.xceed  $51)  million  in  net  asset.s  .ind  hj\  e  a  minimum  initial  in 
less  than  $100,000  Fund  must  be  open  to  individual  investors  Funds  are  usually  no-load.  'Fund  not  in  open 
full  period.  fFund  is  offered  as  pan  of  an  integrated  financial  senice  account  that  has  a  minimum  initial  inv 
4:Fund  has  12b-l  plan  (hidden  load)  pending  or  in  force  'Formerly  Fidelity  NY  Tax-Free  Shon-Term.  'I 
Lehman  Tax-Free  Moneys  Market  Fund.    NA:  Not  applicable  or  not  available. 


Table  of  distributors,  showing  addresses  and  phone  numbers,  begins  on  page  : 


First  Choice  of  CEO's. 


makes  sense.  Good  business  sense. 
The  Lancaster  is  right  in  the  heart  of  the  financial  and  theatre 
district.  .  .  with  the  kind  of  personal  service,  ivarmth  and 
charm  that  only  a  93-room  hotel  can  provide.  Complimentary 
limousine  throughout  downtown,  hut  you  can  walk  to  Texas 
Commerce  Tower,  Pennzoil  Place.  RepublicBank  Center.  Shell 
Plaza.  Plus  full  health  club  facilities,  mobile  phones,  in-room 
computers.  And,  most  of  all,  a  staff  dedicated  to  your  personal 
service.  So  you  can  keep  your  mind  on  business. 


^LANCASTER' 

701  Texas  Avenue  •  Houston.  Te.xas  "^OOJ  •  ^ I ,U22H-9=>()0 
Outside  Texas  1-800-231-0336  •  Telex  790-506 

Member:  Small  Luxury  Hotels       A  Lancaster  Group  Hotel 


A  prudent  equity  Strategy  from  Vanguard 


WINDSOR  II: 

VALUE  INVESTING  FOR  GROWTH 
OF  CAPITAL  AND  INCOME. 


For  investors  looking  for  long- 
term  growth  of  capital  and  income, 
Vanguard  offers  Windsor  11. 

Seeking  reduced  risk,  the  Fund 
invests  primarily  in  stocks  with 
price-to-earnings  ratios  lower  than 
the  market  and  dividend  yields 
higher  than  the  maricet.  This  value 
investing  approach  has  been  time- 
tested  in  bull  and  bear  markets 
alike. 

The  investment  adviser  to 
Windsor  II  is  Barrow,  Hanley, 
Mewhinney  &  Strauss,  Inc.  We 
selected  this  independent  firm  for 
its  consistent  low  P-E/high-yield 
philosophy  and  solid  long-term  per- 
formance record. 

You  can  become  a  shareholder 
in  Wmdsor  II  with  just  $1,500 
($500  for  retirement  plans).  With 
Vanguard,  your  investments  are 
commission-free. 


Call  1-800-662-SHIP 
24  Hours,  7  Days 

Ask  for  our  free  Wmdsor  11  Informa- 
tion Kit.  Or  send  the  coupon  below. 

'"vanguard's  Windsor  II  ~^ 
Investor  Information  Dept.  73 
Valley  Forge,  Pennsylvania  19482 

Please  send  me  your  free  Windsor  II 
Information  Kit,  including  a  prospectus  which 
I  may  read  before  I  invest  or  send  money.  I 
understand  that  it  contains  complete  informa- 
tion on  advisory  fees,  distribution  charges 
and  other  expenses.  Also  send  information  on 
□  IRA  (71)  DKeogh/PensionCrO). 

Name  


Address . 
City  


State. 


-Zip- 


Fb  56-251 


TH^^^aidGROUP 

«i^Of  INVESTMENT  0OMI>\NIES 


1986  Fund  Ratings 


Money  market  funds 


Portfolio 
average 
maturity 

days 

Latest  12  months 

Total  assets 

Minimum 

Anni 

Fund/distributor 

Date 
started 

return  from 
income  dividends 

6/30/86 
(millions) 

%  change 
'86  vs  '85 

initial 
investment 

expen 
per  $1 

FoRBhs  government  money  fund  companies 
FoRBFs  general  money  fund  composite 
FoKBFs  tax-free  money  fund  composite 

6.8% 
7.0% 
4.6% 

Tax-exempt  money  market  funds 

86 

Lexington  Tax  Free  Money  Fund/Lexington 

10/77 

4.8% 

$130 

73% 

$1,000 

$0.7. 

64 

McDonald  Tax  Exempt  Money  Market/McDonald 

8/85 

— • 

98 

— 

500 

0.81 

65 

Midwest  Group  Tax  Free-MM/Lesfiner 

9/81 

5.1 

137 

150 

2,500 

0.9 

95 

Money  Management  Plus-Tax  Free/Calvert 

10/84 

4.9 

94 

193 

2,000 

0.7 

37 

Municipal  Cash  Reserve  Management/Hutton 

5/81 

4.9 

2,203 

42 

10,000 

0.4' 

43 

Neuberger  &  Herman  Tax-Free  Money/Neuberger 

12/84 

4.7 

162 

85 

2,000 

0.5' 

12 

Nuveen  California  Tax-Free-Money  Market/Nuveen 

4/86 

— * 

81 

— 

5,000 

N/ 

37 

Nuveen  Tax-Exempt  MM  Fund/Nuveen 

4/81 

4.9 

2,324 

19 

25,000 

0.41 

29 

Nuveen  Tax-Free  Reserves/Nuveen 

1 1/82 

4.7 

246 

95 

1,000 

0.7 

58 

AT  Ohio  Tax-Free  Money  Fund/Federated 

7/85 

— ' 

166 

— 

none 

0.4 

33 

Pacific  Horizon-Tax-Exempt  Money  Market/Dreyfus 

3/84 

4.3 

58 

-19 

1,000 

0.7' 

28 

Paine  Webber  RMA  Tax-Free/PaineWebber 

10/82 

4.5 

885 

83 

t 

0.6. 

71 

Park  Ave  NY  Tax  Exempt  Money  Market  Fund/Dreyfus 

11/84 

4.4 

205 

118 

2,500 

0.8. 

85 

T  Rowe  Price  Tax-Exempt  Money  Fund/Price 

4/81 

4.7 

1,162 

11 

1,000 

0.6 

94 

Prudential-Bache  Muni-NY  Money  Market/Pru-Bache 

4/85 

4.8 

99 

843 

1,000 

0.4: 

79 

Prudential-Bache  Tax-Free  Money  Fund/Pru-Bache 

8/79 

4.8 

709 

109 

1,000 

0.7' 

69 

Reserve  New  York  Tax-Exempt-NY/Resrv 

11/83 

4.1 

82 

23 

1,000 

l-Oi 

60 

Reserve  Tax-Exempt  Trust-Connecticut/Resrv 

4/85 

4.7 

203 

367 

1,000 

0.7( 

65 

Reserve  Tax-Exempt-Trust-Interstate/Resrv 

11/83 

4.5 

247 

31 

1,000 

1.01 

10 

LF  Rothschild  Exempt  Fund/Rothschild 

11/83 

4.7 

132 

55 

100 

0.7; 

62 

St  Clair  Tax-Free  Money  Market  Fund/Fairfield 

9/85 

— • 

82 

- 

500 

0.3C 

32 

Scudder  Tax-Free  Money  Fund/Scudder 

1/80 

4.5 

324 

26 

1,000 

0.6. 

22 

Shearson  California  Daily  Tax-Free/Shearson 

11/85 

108 

2,500 

47 

Shearson  Daily  Tax-Free  Dividend/Shearson 

10/82 

4.6 

699 

55 

2,500 

0.6: 

39 

Shearson  FMA  Municipal  Fund/Shearson 

3/82 

4.5 

890 

65 

0.6, 

77 

Shearson  NY  Daily  Tax-Free  Fund/Shearson 

11/85 

106 

2,500 

Nfi 

29 

SteinRoe  Tax-Exempt  Money  Fund/Stein  Roe 

3/83 

4.3 

209 

37 

2,500 

0.7: 

42 

Tax-Exempt  MM  Fund/Kemper 

7/82 

4.7 

1,362 

129 

1,000 

0.6. 

26 

Tax-Free  Accounts/Nuveen 

12/83 

4.7 

253 

52 

none 

0.5! 

34 

Tax-Free  Cash  Reserve-General/Brown  &  Sons 

3/83 

4.8 

270 

299 

10,000 

0.4* 

52 

Tax-Free  Instruments  Trust/Federated 

12/82 

4.5 

1,257 

41 

500 

0.5,' 

50 

Tax  Free  Monev  Fund/Smith  Barney 

4/81 

4.7 

866 

69 

5,000 

O.St 

55 

Tucker  Anthony  lax-Exempt  Money/Tucker  Anthony 

12/82 

4.7 

159 

74 

2,500 

0.4: 

57 

L'MB  Tax-Free  MM  Fund/Jones  &  Babson 

12/82 

4.8 

60 

72 

1,000 

O.5.- 

43 

USAA  Ta;v  Exempt  Fund-Money  Market/USAA 

2/84 

5.2 

218 

353 

10,000 

0.5^ 

73 

Vanguard  Muni  Bond-MM/Vanguard 

5/80 

4.9 

1,038 

67 

3,000 

0.3": 

HmOs  Jie  included  ni  this  .seaion  when  lhe\  e.\ceed  $50  million  in  nel  asseLs  and  have  a  minimum  initial  investment  le^ 
ve.stors  Funds  are  uj.uall\  ao-load  'Fund  noi  in  operation  for  full  period.  tFund  is  offered  as  pan  of  an  integrated 
iiive.stment.    tFund  has  12b-l  plan  (hidden  load)  pending  or  in  force.    NA:  Not  applicable  or  not  available 


'A  distributors,  showing  addresses  and  phone  numbers,  begins  on  page  186. 


s  than  JIOO.OOO,  Fund  must  be  open  to  individual 
financial  service  account  that  has  a  minimum  inn 


Strength 

At  FGIC  we  firmly 
believe  that  the  greatest  asset 
a  municipal  bond  insurer  can 
have  is  strength. 

To  that  end,  our  investor 
group  is  comprised  of  six  of 
the  strongest,  most  financially 
sound  corporations  in 
America. 

\\^  maintain  the  most 
conservative  capital-to-risk 
ratio  of  any  municipal  bond 
insurer. 

And  FGIC's  financial 
resources  are  solely  dedicated 
to  supporting  its  financial 
guaranty  business. 

No  \^  onder  e\ery  bond 
insured  by  FGIC  is  rated 
"Triple  A'  by  both  Moody's  and 
Standard  and  Fbor's. 

This  combination  of 
strengths,  in  fact,  makes  the 
strongest  argiunent  of  all  for 
bonds  insured  h\  FGIC. 
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Closed-end  funds 

Closed-end  funds  aren't  exactly  distributed,  since  they 
don't  issue  new  shares  to  new  investors.  Instead,  old 
shares  are  bought  like  other  stocks.  And  some  can  be 
bought  at  a  discount  to  the  net  asset  value  behind  them. 
The  list  below  covers  stock  and  balanced  closed-ends  only. 


Fund 

%  premium  ( + ) 
or  discount  (-) 

%  premium  ( + ) 
Fund                                or  discount  (-) 

%  premium  ( + ) 
Fund                                or  discount  (-) 

Adams  Express  Co. 

-13.5% 

Emerging  Medical  Technology 

-3.1% 

Mexico  Fund 

-25.7% 

American  Capital  Convertible  Sees' 

-1.4 

Engex 

-23.3 

Petroleum  &  Resources  Corp 

+  5.4 

ASA  Limited 

-30.3 

First  Australia  Fund* 

-16.5 

Pilgrim  Regional  Bankshares 

0.0 

Baker,  Fentress  &  Co 

-15.7 

First  Financial  Fund 

-3.8 

Scandinavia  Fund 

-9.1 

Bancroft  Convertible  Fund' 

-1.4 

General  American  Investors 

-13.5 

Source  Capital 

+  7.0 

Central  Securities 

-11.5 

Growth  Stock  Outlook  Trust 

+  0.7 

Spectra  Fund 

-48.7 

Castle  Convertible  Fund' 

+  3.6 

Italy  Fund  -8.1 

Tri-Continental  Corp 

-11.7 

CL  Assets 

-22.6 

Japan  Fund 

-18.7 

Z-Seven  Fund 

+  27.2 

Claremont  Capital 

-5.9 

Korea  Fund 

+  49.4 

Ellsworth  Conv  Growth  &  Income 

+  4.8 

Lehman  Corp 

-10.9 

'Balanced  funds 

Fund  distributors 

Fund  distributors  market  shares  and  provide  prospectuses. 
Funds  that  don't  have  separate  distributors  are  listed  here 
under  the  name  of  the  fund  itself.  The  "exchange  privi- 
lege" refers  to  a  provision  for  switching  to  other  funds — 
which  in  some  cases  are  too  small  to  be  listed  here. 


Fund  distributor 

Type  of  fund 

Acorn  Fund 

2  North  LaSalle  Street 

Chicago,  IL  60602 

312-621-0630*  (local] 

Exchange  privilege:  Yes 

Acorn  Fund 

stock 

Advest  Group 

280  Trumbull  Street 

Hartford,  CT  06103 

203-525-1421  (local) 

800-243-8115  (out  of  state) 

Exchange  privilege;  No 

Advantage  Government  Securities  Fund 

bond  &.  prefened 

Advantage  Growth  Fund 

stock 

Advantage  Income  Fund 

balanced 

AFA  Distributors 

50  Broad  Street 

New  York,  NY  10004 

212-482-8100*  (local) 

Exchange  privilege:  Yes 

National  Aviation  &  Technology 

stock 

National  Telecommunications  &  Technology 

stock 

Aiuture  Fund 

Legal  Arts  Building 

Front  &.  Lemon  Streets 

Media,  PA  19063 

215-565-3131*  (local) 

800-523-7594  (out  of  state 

Exchange  privilege:  No 

Afuture  Fund 

stock 

Fund  distributor 

Type  of  fund 

AIM  Distributors 

1 1  Greenway  Plaza 

Suite  1919 

Houston,  TX  77046 

800-392-9681  (local) 

800-231-0803  (out  of  state) 

Exchange  privilege:  Yes 

Associated  Planners  Stock  Fund 

stock 

Charter  Fund 

stock 

Constelladon  Growth  Fund 

stock 

Convertible  Yield  Securities 

balanced 

Greenway  Fund 

stock 

Fligh  Yield  Securities 

bond  &  preferred 

Summit  Investor's 

stock 

Weingarten  Equity  Fund 

stock 

Alliance  Fund  Distributors 

140  Broadway 

New  York,  NY  10005 

212-902-4135  (local) 

800-221-5672  (all  states) 

Exchange  privilege:  Yes 

Alliance  Bond  Fund-High  Grade 

bond  &  preferred 

Alliance  Bond  Fund-High  Yield 

bond  &  preferred 

Alliance  Bond  Fund-US  Government 

bond  &  preferred 

Alliance  Capital  Reserves 

money  market 

Alliance  Convertible  Fund 

stock 

Alliance  Counterpoint  Fund 

stock 

Alliance  Government  Reserves 

money  market 

Alliance  International  Fund 

foreign 

Alliance  Mortgage  Sees  Income  Fund 

bond  &  preferred 

Alliance  Tax-Exempt  Reserves 

money  market 

Alliance  Technology  Fund 

stock 

Chemical  Fund 

stock 

deVegh  Mutual  Fund 

stock 

Neuwirth  Fund 

stock 

Pine  Street  Fund 

stock 

Quasar  Associates 

stock 

Surveyor  Fund 

stock 

"Vt'ill  accept  collect  calls 


YOU  COULD  SAVE  A  BIG 
FIFTY  DOLLARS  ON  THE  NEW 
QUIETJET  PLUS  PRINTER? 

If  your  old  printer  is  beginning 
to  sound  like  an  industrial  chain 
saw,  you  should  give  a  listen  to  the 
new  Quietjet  Plus  printer  from 
Hewlett-Packard.  It  gives  you  quiet 
operation  and  superb  printing  qual- 
ity at  a  very  affordable  price.  And 
for  a  limited  time,  you  can  get  a  $50 
rebate  on  any  Quietjet  Plus  you  buy. 

Just  visit  your  HP  dealer  for  a 
Quietjet  Plus  demonstration.  You'll 
see  its  near  letter  perfect  printing 
quality.  And  how  its  wide  carriage 
lets  you  print  a  wide  range  of  docu- 
ments, from  short  memos  to  long 
spreadsheets.  You'll  hear — or 
almost  hear — how  incredibly  quiet 
it  is.  So  quiet  that  you  can  carry  on 
a  normal  telephone  conversation 
without  being  disturbed. 

The  Quietjet  Plus  represents  the 
kind  of  business  computing  inno- 
vations you've  come  to  expect  from 
the  company  that  never  stops 
asking,  "What if...?" 

So  if  your  printer  is  breaking  the 
sound  barrier,  just  call  1 800  367-4772, 
Dept.  687T  for  the  Hewlett-Packard 
dealer  nearest  you. 


N 
DE 

d 


Offer  expires  9/30/86.  Rebate  available  when  submitted  with  proof  of  purchase  and  official  form  avail- 
able at  participating  dealers  and  from  HP  sales  reps.  Void  where  taxed,  restricted  or  forbidden  by  law. 
©  1986  Hewlett-Packard  Company  PG603FB9 
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Fund  distributor 

Type  of  fund 

AM  A  Aflvt*inr(i 

PO  Box  1 1 1 1 

Blue  Bell,  PA  19422 

215-825-0400*  (local) 

800-523-0864  (out  of  state) 

Exchange  privilege:  Yes 

Medical  Technology  Fund 

stock 

AMA  Growth  Fund 

stock 

AM  A  Income  Fund 

bond  &  preferred 

American  Capital  Marketing 

2800  Post  Oak  Boulevard 

Houston,  TX  77056 

713-993-0500'  (local) 

800-231-3638  (out  of  state) 

Exchange  privilege;  Yes 

American  Capital  California  Tax-Exempt 

mimicipal  bond 

American  Capital  Comstock  Fund 

stock 

American  Capital  Corp  Bond  Fund 

bond  &.  preferred 

American  Capital  Enterprise  Fund 

stock 

American  Capital  Federal  Mortgage  Trust 

bond  &.  preferred 

American  Capital  Government  Sees 

bond  &  preferred 

American  Capital  Harbor  Fund 

balanced 

American  Capital  High  Yield  Investment 

bond  &  preferred 

American  Capital  Muni  Bond  Fund 

municipal  bond 

American  Capital  OTC  Sees 

stock 

American  Capital  Pace  Fund 

stock 

American  Capital  Reserve  Fund 

money  market 

American  Capital  Tax-Exempt-High  Yield 

municipal  bond 

American  Capital  Tax-Exempt-Insured 

municipal  bond 

American  Capital  Tax-Exempt-New  York 

municipal  bond 

American  Capital  Venture  Fund 

stock 

Fund  of  America 

stock 

Provident  Fund  for  Income 

balanced 

American  Funds  Distributors 

333  South  Hope  Street 

Los  Angeles,  CA  90071 

213-486-9200  (local) 

800-421-9900  (out  of  state) 

Exchange  privilege:  Yes 

AMCAP  Fund 

stock 

American  Balanced  Fund 

balanced 

American  Funds  Income-US  Govt  Guaranteed 

bond  &.  preferred 

American  Mutual  Fund 

stock 

Bond  Fund  of  America 

bond  &.  preferred 

Cash  Management  Trust  of  America 

money  market 

EuroPacific  Growth  Fund 

foreign 

Fundamental  Investors 

stock 

Growth  Fund  of  America 

stock 

Income  Fund  of  America 

balanced 

Investment  Company  of  America 

stock 

New  Economy  Fund 

stock 

New  Perspective  Fiwd 

stock 

Tax-Exempt  Bond  Fund  of  America 

municipal  bond 

Washington  Mutual  Investors  Fund 

stock 

American  Growth  Fund  Sponsors 

410  17th  Street 

Suite  800 

Denver,  CO  80202 

303-623-6137'  (local) 

800-525-2406  (out  of  state) 

Exchange  privilege:  Yes 

American  Growth  Fund 

stock 

American  Investment  Managers 

107  North  Adams  Street 

Rockville,  MD  20850 

301-251-1002*  (local) 

800-638-2042  (out  of  ststej 

Exchange  privilege:  Yes 

Dividend/Growth-Dividend  Series 

stock 

Fund  distributor 

Type  of  fund 

American  Investors 

PO  Box  2500 

Greenwich,  CT  06836 

203-531-5000  (local) 

800-243-5353  (out  of  state) 

Exchange  privilege:  Yes 

American  Investors  Fund 

stock 

UUllU  cx  piczciicu 

American  Pension  Investors 

PO  Box  2529 

Lynchburg,  VA  24501 

800-533-4115  (local) 

800-544-6060  (out  of  state) 

Exchange  privilege!  No 

American  Pension  Investors  Trust 

Stock 

AMEV  Investors 

rU  box  o42o4 

St  Paul,  MN  55164 

800-328-1001  (local) 

800-872-2638  (out  of  state) 

Exchange  privilege:  Yes 

AMFV  Canital  Fund 

stock 

AMPA/  Finttcinrv  T^iinn 
-niixLi  V  X  luuviax  y  x  uiiu 

stock 

AMEV  Growth  Fund 

stock 

AMEV  Money  Fund 

money  market 

AMFV  XJK  Gnvt  ^pr«  Fund 

Analytic  Optioned  Equity  Fund 

2222  Martin  Street 

Suite  230 

Irvine,  CA  92715 

714-833-0294*  (local) 

Exchange  privilege:  No 

Analytic  Optioned  Equity  Fund 

Stock 

Angeles/Quinoco  Secunties 

10301  West  Pico  Boulevard 

Los  Angeles,  CA  90064 

213-277-4900  (local) 

800-421-4374  (out  of  state) 

Exchange  privilege:  No 

FPA  Canital  Fnnd 

stock  ! 

FPA  Paramount  Fund 

stock  i 

FPA  Perennial  Fund 

stock 

Aquila  Distributors 

200  Park  Avenue 

suite  45i3 

New  York,  NY  10017 

212-697-6666  (local) 

800-228-4227  (out  of  state) 

Exchange  privilege:  Yes 

fl^^nif'^l  i^^cn  K^^n^nomonf'  '  1  'met' 
\->dpil(II  V^aSll  iTldUagCUlClll  J.  lUsl 

money  marKet 

Cash  Assets  Trust 

money  market 

Churchill  Cash  Reserves  Trust 

money  market 

xxaVVallaU.   Xoa  XlUSi 

tni in i Pinal  nnnfi 

Tax-Free  Trust  of  Arizona 

municipal  bond 

Armstrong  Associates 

311  North  Market  Street 

Dallas,  TX  75202 

214-744-5558  (local) 

Exchange  privilege:  No 

Armstrong  Associates 

stock 

*^X'■iIl  accept  collect  calls. 


Amsterdam  •  Athens  •  Belgrade  •  Berlin  •  Brussels  •  Bucharest  •  Budapest  •  Dubrovnik  •  Frankfurt  •  Geneyfl  •  Hamburg  •  He/sinib'  •  Istanbul-  Leningrad 

Pan  Am  Hies  To 
More  Places  In  Europe 

Than  All  Other  US. 

Airlines  G)mbined. 

When  you're  heading  to  Europe,  Pan  Am's  the 
airline  to  call.  Because  we  offer  you  the  most  to 
Europe.  Including  new  service  to  Oslo,  Helsinki, 
Prague,  and  StocKholm,  as  well  as  new  nonstops 
from  New  York  to  Shannon  and  Milan.  And  Pan  Am 
is  now  the  only  U.S.  airline  to  fly  into  Leningrad  and 
Moscow! 

Only  Pan  Am  offers  you  over  150  flights  a  week 
to  more  cities  in  more  European  countries  than  any 
other  U.S.  airline.  With  a  schedule  like  this,  and 
experience  like  Pan  Am's,  why  fly  with 
anyone  else? 

Rm  Am.\bu  Can  t  Beat  The  Experience! 

Schedules  subject  to  change  without  notice. 


>ndon  •  Milan  •  Moscow  •  Munich  •  Nice  •  Nuremberg  •  Oslo  •  Paris  •  Prague  •  Rome  •  Shannon  •  Stockholm  •  Stuttgart  •  Vienna  •  Warsaw  •  Zagreb  •  Zurich 
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Fund  distributor 

Type  of  fund 

Axe-Houghton  Securities 

400  Benedict  Avenue 

Tarry  town,  NY  10591 

914-631-813r  (local) 

800-431-1030  (out  of  sute) 

Exchange  privilege:  Yes 

/VXC'rlOUgn I UU  FUUU  D 

balanced 

Axe-Houghton  Income  Fund 

bond  &.  preferred 

Axe-Houghton  Stock  Fund 

stock 

Bailard,  Biehl  &  Kaiser  International  Fund 

951  Mariner's  Island  Boulevard 

Suite  700 

San  Mateo,  CA  94404 

415-571 -5800  (local) 

Exchange  privilege:  No 

Bailard,  Biehl  &  Kaiser  International 

foreign 

Bartlett  Capital  Trust 

36  East  Fourth  Street 

Cincinnati,  OH  45202 

513-621-0066  (local) 

800-543-0863  (out  of  state) 

Exchange  privilege:  Yes 

Bartlett  Capital  Trust-Basic  Value 

stock 

Bartlett  Capital  Trust-Fixed  Income 

bond  &  preferred 

Beacon  Hill  Mutual  Fund 

75  Federal  Street 

Boston,  MA  021 10 

617-482-0795  (local) 

Exchange  privilege:  No 

Beacon  Hill  Mutual  Fund 

stock 

Benham  Capital  Management 

755  Page  Mill  Road 

Palo  Alto,  CA  94304 

415-858-2400  (local) 

800-472-3389  (out  of  state) 

Exchange  privilege:  Yes 

Benham  Calif  Tax-Free  Trust-Intermediate 

municipal  bond 

Benham  Calif  Tax-Free  Trust-Long-Term 

municipal  bond 

Benham  Calif  Tax-Free  Trust-MM 

money  market 

Benham  Government  Income  Trust-GNMA 

bond  &.  preferred 

Benham  National  Tax-Free-Intermediate 

municipal  bond 

Benham  National  Tax-Free-Long-Term 

municipal  bond 

Benham  Target  Maturities  Trust-1990 

bond  &.  preferred 

money  market 

Capital  Preservation  Fund  II 

money  market 

Capital  Preservation  Treasury  Note 

bond  &  preferred 

Berger  Associates 

899  Logan  Street 

Suite  211 

Denver,  CO  80203 

303-837  1020  (local) 

Exchange  privilege:  Yes 

One  Hundred  Fund 

stock 

Birr,  Wilson  &  Co 

155  Sansome  Street 

San  Francisco,  CA  94104 

415-983-7700  (local) 

Exchange  privilege:  No 

Birr,  Wilson  Money  Fund 

money  market 

Fund  distributor 

Type  of  fund 

Boston  Co  Funds  Distributor 

One  Boston  Place 

Boston,  MA  02108 

617-956-9740*  (local) 

800-343-6324  (out  of  state) 

j 

Exchange  privilege:  Yes 

 1 

Boston  Co  Capital  Appreciation  Fund 

stock 

Boston  Co  Cash  Mgmt  Fund 

money  market 

Boston  Co  GNMA  runci 

bond  &  preferred 

Boston  Co  Managed  Income  Fund 

bond  preferred 

Boston  Co  Massachusetts  Tax-Free 

money  market 

Boston  Co  Special  Growth 

stock 

Boston  Co  Tax-Free  Muni-Bond  Fund 

municipal  bond 

Boston  Co  Tax-Free  Muni-Mass  Bond  Fund 

mimicipal  bond 

Boston  Mutual  Sales  Corp 

120  Royall  Street 

Canton,  MA  02021 

617-828-7000  (local) 

Exchange  privilege:  No 

Boston  Mutual  Fund 

stock 

Brandywine  Fund 

PO  Box  4166 

Greenville,  DE  19807 

302-656-3017  (local) 

Exchange  privilege:  No 

Brandywine  Fund 

stock 

Bridges  Investment  Fund 

256  Durham  Plaza 

8401  West  Dodge  Road 

Omaha,  NE  68114 

402-397-4700  (local) 

Exchange  privilege:  No 

Bridges  Investment  Fund 

stock 

Alex  Brown  &  Sons 

135  East  Baltimore  Street 

Baltimore,  MD  21202 

301-727-1700  (local) 

800-638-2596  (out  of  state) 

Exchange  privilege:  Yes 

 i 

Alex  Brown  Cash  Reserve-Govt 

money  market 

Alex  Brown  Cash  Reserve-Prime 

money  market 

Tax-Free  Cash  Reserve-General 

money  market 

Bull  &  Bear  Group 

1 1  Hanover  Square 

New  York,  NY  10005 

212-363-1100  (local) 

800-847-4200  (out  of  state) 

Exchange  privilege:  Yes 

Bull  &  Bear  Capital  Growth  Fimd  stock 

Bull  &  Bear  Dollar  Reserves  money  market 

Bull  &  Bear  Equity-Income  Fund  stock 

Bull  &  Bear  High  Yield  Fund  bond  &  preferred 

Bull  &  Bear  Tax-Free  Income  Fund  municipal  bond 

Bull  &  Bear  US  Govt  Guaranteed  Sees  Fund  bond  &  prefened 

Golconda  Investors  stock 


"Will  accept  collea  calls. 


A  Major  Force  in  Investment  Management 


Thomson  M^KInnon 
Asset  Management 

Columbus  Circle  Investors  Inc. 

Investment  Management  for  Instifutional  Investors 

Foxholl  Investment  Management 

Investment  Management  for  IndMclual  Investors 

Ttie  Thomson  M^KInnon  Family  of  Funds... 

Thomson  McKinnon  Investment  Trust 

■  Thomson  McKinnon  U.S.  Government  Fund 

■  Thomson  McKinnon  Tax  Exempt  Bond  Fund 

■  Thomson  McKinnon  Income  Fund 

■  Thomson  McKinnon  Growth  Fund 

■  Thomson  McKinnon  Opportunity  Fund 

■  Thomson  McKinnon  Short-Term  Fund 

Thomson  McKinnon  Global  Trust 


Currently  Managing  Over  $3.8  Billion 


yJmlSSN  ASSET  MANAGEMENT  INC, 

One  New  York  Plaza,  New  York,  NY  10004   (212)  482-5894 
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Fund  distributor 

Type  of  fund 

Calvin  Bullock 

40  Rector  Street 

New  York,  NY  10006 

212-513-4200  (loca!| 

800-221-5757  (out  of  state) 

Exchange  privilege:  Yes 

Bullock  Aggressive  Growth  Shares 

stock 

Bullock  Balanced  Shares 

balanced 

Bullock  Dividend  Shares 

stock 

Diilln/^l^  ^miArtn  Cn^roG 
nUIIOLK  UIUVVIII  jllalKa 

Bullock  High  Income  Shares 

Riill#kr>lr  Inuiiris/I  f^niii  T^QV.Pvomnt  Sharps 
DUIIOCK  lllaUrcU              1  aX'CiACIupi  tjllaiCS 

miinipinal  nonn 

Bullock  i^^onthly  Income  Shares 

UUllu  CX  piciciicu 

Bullock  Tax-Free  Shares 

municipal  bond 

Bullock  US  Government  Income  Shares 

bond  &.  preferred 

Canadian  Fund 

foreign 

Equitable  MM  Account-General  Purpose 

money  market 

Calvert  Group 

1700  Pennsylvania  Avenue  NW 

Washington,  DC  20006 

301-951-4820'  (local) 

800-368-2747  (out  of  state) 

Exchange  privilege:  Yes 

Calvert  Fund-Equity 

stock 

Calvert  Fund-Income 

bond  &.  preferred 

Calvert  Fund-Washington  Area  Growth 

stock 

Calvert  Social  Investment-Managed  Growth 

balanced 

Calvert  Social  Investment-MM 

money  market 

Calvert  Tax-Free  Reserves-Limited 

municipal  bond 

Calvert  Tax-Free  Reserves-Long- Term 

municipal  bond 

Calvert  Tax-Free  Reserves-,MM 

money  market 

First  Variable  Rate  Fund  for  Govt  Income 

money  market 

Money  Management  Plus-Tax  Free 

money  market 

Carnegie  Fund  Distributors 

1331  Euclid  Avenue 

Cleveland,  OH  441 15 

216-781-4440*  (local) 

800-321-2322  (out  of  state) 

Exchange  privilege:  Yes 

Carnegie-Cappielio  Trust-Growth 

stock 

Carnegie-Cappiello  Trust-Total  Return 

stock 

Carnegie  Govt  Sees  Trust-High  Yield  Govt 

bond  &.  preferred 

Carnegie  Govt  Sees  Trust-Money  Market 

money  market 

Carnegie  Tax  Free  Income  Trust 

money  market 

Liquid  Capital  Income  Trust 

money  market 

Centennial  Capital  Corp 

3410  South  Galena  Street 

Denver,  CO  8023 1 

303-671-3200  (local) 

800-525-9310  (out  of  state) 

Exchange  privilege:  Yes 
—  — —  

Centennial  Government  Trust 

money  market 

Centennial  Money  Market  Trust 

money  market 

Centennial  Tax  Exempt  Trust 

money  market 

Dsilv  Cash  Arrumiiiatinn  Fund 

money  market 

Century  Shares  Trust 

1  Liberty  Square 

Boston,  MA  02109 

617-482-3060*  (local) 

800-32  M928  (out  of  state) 

Exchange  privilege:  No 

Century  Shares  Trust 

stock 

•Will  accept  collea  calls. 


Fund  distributor 

Type  of  fund 

Cigna  Securities 

Hartford,  CT  06152 

203-726-6000  (local) 

800-562-4462  (all  states) 

j 

Exchange  privilege:  Yes 

1 

 1 

Cigna  Aggressive  Crrowtn  runu 

stock 

Cigna  Growth  Fund 

stock 

Cigna  High  Yield  Fund 

bond  &  preferred 

Cigna  Income  Fund 

bond  &  preferred  ' 

Cigna  Money  Market  Fund 

money  market 

Cigna  Municipal  Bond  Fund 

municipal  bond 

Cigna  Value  Fund 

stock  1 

Colonial  Investment  Services 

One  Financial  Center 

Boston,  MA  021 1 1 

617-426-3750  (local) 

800-225-2365  (out  or  state] 

Exchange  privilege:  Yes 

Colonial  Advanced  Strategies  Gold  Trust 

balanced 

Colonial  Equity  Income  Trust 

stock 

Colonial  Fund 

balanced 

Colonial  Government  Mortgage  Trust 

bond  &  preferred 

r^olnni:>l  r^nvprnmpnt'  ^pfiiritipQ  Pliic 

Colonial  Growth  Shares 

stock 

Colonial  High  Yield  Securities 

bond  &.  preferred 

Colonial  Income  Fund 

bond  &  preferred 

X-'UlUUIal  V/pilUlI  IIILUIIICk  UlllUlIU  1 

stock 

Colonial  Option  Income~Portfolio  II 

stock 

Colonial  Tax-Exempt  High  Yield  Trust 

municipal  bond 

Colonial  Tax-Exempt  Insured  Fund 

municipal  bond 

Columbia  Funds  Management  Co 

1301  SW  Fifth  Avenue 

PO  Box  1350 

Portland,  OR  97207-1350 

503-222-3600*  (local) 

800-547-1037  (out  of  state) 

Exchange  privilege:  Yes 

Columbia  Daily  income  Company 

money  marRet 

Columbia  Fixed  Income  Sees  Fund 

bond  &  preferred 

Columbia  Growth  Fund 

stock 

Columbia  Municipal  Bond  Fund 

municipal  bond 

Columbia  Special  Fund 

stock 

Commodore  Securities 

250  Piedmont  Avenue 

Suite  1900 

Atlanta,  GA  30365 

404-524-4415  (local) 

800-367-6536  (out  of  state) 

Exchange  privilege:  Yes 

Alpha  Fund 

stt)ck 

Coimecticut  Mutual  Financial  Services 

140  Garden  Street 

Hartford,  CT  06154 

203-727-6850*  (local) 

800-243-0064  (out  of  state) 

Exchange  privilege:  No 

Connecticut  Mutual-Government  Sees 

bond  &  preferred 

Coimecticut  Mutual-Growth' 

stock 

Connecticut  Mutual-Income 

balanced 

Connecticut  Mutual-Liquid  Account 

money  market 

Connecticut  Mutual-Total  Return 

k  stock 

ITALSO  COMES  WTIH 
^OUR  OWNPRimB  lOBBY 

peel  the  luxury  of  Hyatt's  exclusive  Regency^  Club.  It  comes  * 
with  your  own  private  lobby,  concierge,  breakfast, 
evening  hors  d'oeuvres,  executive  bar,  even  your  own  personal  bathrobe. 

IMnkingofyouT  J. 


A  T  T 


tt  Regency 
V  Orleans 


Hyatt  Hyatt  Regency  Grand  Hyatt  Hyatt  Regency 

Orlando  Cr>^stalCit\'(D.C.)  New  York       ^  Chicago 

Fbrreservaliotu,  caU  your  travel  planner  or  1  800  228 9000.©  1986  HYATT,0HOTELS  Corporators 


1986  Fund  Ratings 


Fund  distributor 

Type  of  fund 

Conway,  Luongo,  Wiilianis 

ixJUU  bana  rlUl  Koao 

Building  4  —  Suite  155 

Menlo  rark,  UA  y4uzs 

415-854-9150  (local) 

Exchange  privilege:  No 

Adam  Investors 

stock 

Copley  Financial  Services  Corp 

rU  DOX  oo 

rail  Kiver,  MA  uz/Z'f 

61 /-6/4-o4t>y  (locai) 

Exchange  privilege:  No 

Copley  Tax  Managed  Fund 

stock 

Cortland  Distributors 

HackensacK,  iNf  u/oui 

oUU-3z4-iDoo  tout  or  scaici 

Exchange  privilege:  Yes 

Cortland  Trust-General  Money  Market 

mrtnpv  mai'lrpf 

v^onianu  irusi- idx-rrcc  xviuiicy  iTjaiKci 

Country  Capital  Management  Co 

rU  DOX  LLLL 

Diooniingion,  ll  oi  /ui 

■30Q  CC7 

ouy-3D/-z444  {locaij 

Exchange  privilege:  Yes 

Country  Capital  Growth  Fund 

stock 

Country  Capital  Income  Fund 

balanced 

Country  Capital  Tax  Exempt  Bond 

municipal  bond 

Cowen  &  Co 

One  Battery  Park  Plaza 

i\ew  lorK,  IN  I  iuuu'f 

/1Z-400-U/UU  iiocai] 

800-221-5616  (out  of  state) 

Exchange  privilege:  No 

Standby  Reserve  Fund 

money  market 

Craig-Hailum 

701  Fourth  Avenue  South-lOth  Floor 

iviinneapous,  iviiN  3i>4iD-ioDv> 

K>VL'66L'iL\.L  (lOCalJ 

Exchange  privilege:  No 

General  Securities 

stock 

Craigie 

200  Park  Avenue 

Suite  4515 

New  York,  NY  10017 

212-697-6666  (local) 

800-228-4227  (out  of  state) 

Exchange  privilege:  No 

Oxford  Cash  Management  Fund 

money  market 

•Will  accept  collect  cuiis. 


Fund  distributor 

Type  01  lund 

Criterion  Distributors 

333  Clay  Street 

Suite  4300 

Houston,  TX  77002 

800-392-7802  (local) 

800-231-4645  (out  of  state) 

Exchange  privilege:  Yes 

Conunerce  Income  Shares 

balanced 

Criterion  Bond'Investment  Quality 

bond  &.  preferred 

Criterion  Bond-US  Govt  High  Yield 

bond  &  preferred 

Current  Interest-MM 

money  market 

Current  Interest-Tax  Free 

money  market 

Current  Interest-US  Govt 

money  market 

Insured  Quality  Tax  Free  Bond 

municipal  bond 

Lowry  Market  Timing  Fund 

stock 

Pilot  Fund 

stock 

stock 

Dean  Witter  Reynolds 

1  World  Trade  Center-59th  Floor 

New  York,  NY  10048 

212-938-4554*  (local) 

800-221-2685  (out  of  state) 

Exchange  privilege;  Yes 

Active  Assets  Govt  Sees  Trust 

money  market 

Active  Assets  Money  Trust 

money  market 

Active  Assets  Tax-Free  Trust 

money  market 

Dean  Witter  California  Tax-Free  Income 

municipal  bond 

Dean  Witter  Convertible  Securities 

stock 

Dean  Witter  Developing  Growth  Sees 

stock 

Dean  Witter  Dividend  Growth  Sees 

stock 

Dean  Witter  High  Yield  Sees 

bond  &  preferred 

Dean  Witter  Industry-Valued  Securities 

stock 

Dean  Witter  Natural  Resource  Development 

stock 

Dean  Witter  NY  Tax-Free  Income  Fund 

municipal  bond 

Dean  Witter  Option  Income  Trust 

stock 

Dean  Witter/Sears  Liquid  Asset 

money  market 

Dean  Witter/Sears  Tax-Free  Daily  Income 

money  market 

Dean  Witter/Sears  US  Govt  MM  Trust 

money  market 

Dean  Witter  Tax-Exempt  Sees 

municipal  bond 

Dean  Witter  US  Govt  Sees  Trust 

bond  &  preferred 

1~)pan  A^iffpr  Wnrlo  AVinp  Tnvpctinpnt'  T^nict 

UCall    fVlllCl    TvUIlU    VT  lUC  Ul  VC91.111C111    1.  IU3I. 

foreign 

Delaware  Distributors 

10  Penn  Center  Plaza 

Philadelphia,  PA19103 

215-988-1333*  (local) 

800-523-4640  (out  of  state) 

Exchange  privilege:  Yes 

Decatur  Income  Fund 

stock 

Delaware  Cash  Reserve 

money  market 

Delaware  Fund 

stock 

Delaware  Group  Govenunent  Fimd-GNMA 

bond  &.  preferred 

Delaware  Group  Government  Fund-US  Govt 

bond  &.  preferred 

Delaware  Tax-Free  Money  Fund 

money  market 

Delaware  Treasury  Reserves-Cashiers 

money  market 

Delaware  Treasury  Reserves-Investors 

bond  &  preferred 

Delchester  Bond  Fund 

bond  &  preferred 

Delta  Trend  Fund 

stock 

DMC  Tax-Free  Income  Trust-PA 

municipal  bond 

DMC  Tax-Free  Income-USA 

municipal  bond 

DMC  Tax-Free  Income-USA  Insured 

municipal  bond 

Diversified  Securities 

PO  Box  357 

Long  Beach,  CA  90801 

213-595-7711  (local) 

Exchange  privilege:  No 

Investors  Research  Fund 

stock 

UP  NORTH,  SUCCESS  MEANS 
LOOKING  WHERE  NO  ONE  ELSE 
THINKS  TO  LOOK. 

opportunities  may  be  fewer  outside  the 
big  financial  centers,  but  they  are  there. 
And  KeyCorp  knows  how  to  find  them. 

At  the  moment,  our  Key  Bank  subsidi- 
aries, 350  offices  strong,  are  thriving  in 
upstate  New  York,  Maine,  Oregon,  and 
Alaska.  Ask  our  customers.  We  have  a 
special  affinity  for  this  climate.  In  fact, 
we've  become  experts  in  what  we  call 
"Snowbelt  Banking." 

Demanding  conditions  have  forced  us 
to  find  new  ways  to  do  business.  The  long 
distances  involved  have  required  us  to 
develop  a  better  form  of  organization.  But 
we've  done  these  things  and  it  has  led  to 
success  in  places  where  most  banks  thought 
it  could  never  happen. 

KeyCorp  was  among  the  first  to  take 
advantage  of  new  banking  laws  and  we 
plan  to  continue  expanding  our  operations 
into  other  northern  markets. 

We  know  where  to  look.  KeyCorp  is 
King  of  the  North. 

SCORP 

King  of  the  North 

more  information  on  KeyCorp,  please  send  your  business  card  or  write  to  Allen  J.  Volkenant,  Executive  Vice  President,  KeyCorp,  60  State  Street,  Albany,  NY  12207. 


1986  Fund  Ratings 


Fund  distributor 

Type  of  fund 

Dodge  &  Cox 

1  Post  Street 

35th  Floor 

San  Francisco,  CA  94104 

415-9811710  (local! 

Exchange  privilege:  Yes 

Dodge  &  Cox  Balanced  Fund 

balanced 

Dodge  &  Cox  Stock  Fund 

stock 

Oiexel  Burnham  Lambert 

60  Bioad  Street 

New  York,  NY  10004 

212-482-1623*  (local) 

800-272-2700  (out  of  state) 

Exchange  privilege:  Yes 

money  market 

DRI  Pacli  Fiinil-Mnnpv  Markpt 

money  market 

DBL  Tax-Free  Fund-Limited  Term 

municipal  bond 

DBL  Tax-Free  Fund-Money  Market 

money  market 

Drexel  Burnham  Fund 

stock 

Drexel  Series-Bond-Debenture 

bond  &.  preferred 

Drexel  Series-Convertible  Sees 

stock 

Drexel  Series-Emerging  Growth 

stock 

Drexel  Series-Government  Securities 

bond  &.  preferred 

Drexel  Series-Growth 

stock 

Drexel  Series-Option  Income 

stock 

Fenimore  International  Fund 

foreign 

Dreyfus  Service  Corp 

600  Madison  Avenue 

New  York,  NY  10022 

718-895-1206  (local) 

800-645-6561  (out  of  state) 

Exchange  privilege:  Yes 

Dreyfus  A  Bonds  Plus 

bond  &.  preferred 

Dreyfus  California  Tax  Exempt  Bond 

municipal  bond 

Dreyfus  California  Tax  Exempt  MM 

money  market 

Dreyfus  Capital  Value  Fund 

stock 

Dreyfus  Convertible  Securities  Fund 

balanced 

Dreyfus  Fund 

stock 

Dreyfus  General  Aggressive  Growth  Fund 

stock 

Dreyfus  General  Tax  Exempt  Bond  Fund 

municipal  bond 

Dreyfus  General  Tax  Exempt  iWoney  i^arket 

money  market 

Drevfus  GNMA  Fund 

U\JH\X  tx  UICICIICU 

Dreyfus  Growth  Opportunity  Fund 

Dreyfus  Insured  Xsx  Exempt  Bond  Fund 

TTi  1 1  Tn  p  1  na  1  KonH 

111  LtlllV.lLJcll  UKJLl\l 

Dreyfus  Intennediste  Tux  Exempt  Bond 

miinirinal  hnnH 

111  Ullllvl  L/dl  LfUllU 

DrpviiK  l.pvpr^pp  FiinH 

Dreyfus  L.i(]uid  Assets 

Dreyfus  iH3$s3chusetts  Xsx  Exempt  Bond 

miinirinal  hntiH 

111  Ulll^l  Lfai  L/UllU 

Dreyfus  JWM.  Instruments~Govt  Sees 

monpv  martpt 

Dreyfus  iN^/^  Instruments~iV\oney  i^srket 

tnr\np\7  m^fl/'<='*' 
liltJIlC  y  llial  SS.C  L 

Dreyfus  New  Lenders  Fund 

Drevfiis  NY  Tax  Fvpmnt  RnnH  Fund 

lllUllICipill  UOllU 

Dreyfus  Tsx  Exempt  Bond  Fund 

Dreyfus  Tax  Exempt  MM  Fund 

iliUllCy  lIldlKCL 

Dreyfus  Third  Century  Fund 

First  Lskeshore  j^oney  M.ark€t  Fund 

First  Lakeshore  Tax  Exempt  Money  Market 

money  market 

General  Money  Market  Fund 

money  market 

Pacific  Horizon-Aggressive  Growth 

stock 

Pacific  Horizon-Calif  Tax-Exempt  Bond 

municipal  bond 

Pacific  Horizon-Goverrmient 

money  market 

Pacific  Horizon-High  Yield  Bond 

bond  &  preferred 

Pacific  Horizon-Money  Market 

money  market 

Pacific  Horizon-Tax-Exempt  Money  Market 

money  market 

Park  Ave  NY  Tax  Exempt  Intermed  Bond 

municipal  bond 

Park  Ave  NY  Tax  Exempt  Money  Market  Fund 

money  market 

•Will  accept  coUeci  calls. 


Fund  distributor 

Type  of  fund 

Eaton  Vance  Distributors 

24  Federal  Street 

Boston,  MA  02110 

617-482-8260  (local) 

800-225-6265  (out  of  state) 

Exchange  privilege:  Yes 

Eaton  &  Howard  Stock  Fund 

stock 

Eaton  Vance  California  Munis  Trust 

municipal  bond 

Eaton  Vance  Cash  Mgmt  Fund 

money  market 

Eaton  Vance  Govt  Obligations  Trust 

bond  &  preferred 

Eaton  Vance  Growth  Fund 

stock 

Eaton  Vance  High  Yield 

bond  &  preferred 

Eaton  Vance  High  Yield  Municipals  Trust 

municipal  bond 

Eaton  Vance  Income  Fund  of  Boston 

balanced 

Eaton  Vance  Investors  Fund 

balanced 

Eaton  Vance  Muni  Bond  Fund 

municipal  bond 

Eaton  Vance  Special  Equities  Fund 

stock 

Eaton  Vance  Tax  Free  Reserves 

money  market 

Eaton  Vance  Total  Return  Trust 

stock 

Leverage  Fund  of  Boston 

stock 

Nautilus  Fund 

stock 

Vance,  Sanders  Special  Fund 

stock 

Eppler,  Guerin  &  Turner 

PO  Box  508 

Dallas,  TX  75221 

214-880-9000  (local) 

Exchange  privilege:  No 

EGT  Money  Market  Trust 

money  market 

E(]uitec  Securities 

PO  Box  2470 

Oakland,  CA  94614 

800-445-9052  (local) 

800-445-9020  (out  of  state) 

Exchange  privilege:  Yes 

Equitec  Siebel  Aggressive  Growth  Fund 

stock 

Equitec  Siebel  Government  Sees  Fund 

bond  &  preferred 

Equitec  Siebel  Total  Return  Fund 

stock 

Equity  Services 

National  Life  Drive 

Montpelier,  VT  05604 

802-229-3139  (local) 

800-233-4332  (out  of  state) 

Exchange  privilege:  Yes 

Sentinel  Balanced  Fund 

balanced 

Sentinel  Bond  Fund 

bond  &.  preferred 

Sentinel  Common  Stock  Fund 

stock 

Sentinel  Growth  Fund 

stock 

Fairfield  Group 

Prudential  Business  Campus 

232  Lakeside  Drive 

Horsham,  PA  19044 

800-222-3429  (local) 

800-441-3885  (out  of  state) 

Exchange  privilege:  Yes 

St  Clair  Money  Market  Fund 

money  market 

St  Clair  Tax-Free  Money  Market  Fund 

money  market 

Viking  Equity  Index  Ftud-Generai 

stock 

1986  Fund  Ratings 


Fund  distributor 

Type  of  fund 

Fedeiated  Securities  Corp 

42 1  Seventh  Avenue 

Pittsburgh,  PA  15219 

412-288- 1900*  (local) 

800-245-2423  (out  of  state) 

Exchange  privilege:  Yes 

 .  

American  Leaders  Fund 

stock 

Federated  GNMA  Trust 

bond  &  preferred 

Federated  Growth  Trust 

stock 

Federated  High  Income  Sees  Fund 

bond  &  preferred 

rederated  Hign  Yield  irust 

bond  &  preferred 

Federated  Income  Trust 

bond  &  preferred 

Federated  Intermediate  Govt  Trust 

bond  &  preferred 

Federated  Intermediate  Municipal  Trust 

municipal  bond 

Federated  Short-Intermediate  Govt  Trust 

DUllU  (X  piClClICU 

reueratcQ  atocK  oi  Dona  runa 

Ka  1  drippH 

Federated  Stock  Trust 

stock 

Federated  Tax-Free  Income  Fund 

municipal  bond 

Federated  Tax-Free  Trust 

money  market 

FT  International 

foreign 

Fund  for  US  Govt  Securities 

bond  &  preferred 

Government  Income  Securities 

bond  &  preferred 

High  Yield  Cash  Trust 

money  market 

Liberty  US  Govt  Money  Market  Trust 

money  market 

Money  Market  Management 

money  market 

AT  Ohio  Tax-Free  Money  Fund 

money  market 

Tax-Free  Instruments  Trust 

money  market 

Fidelity  Distributors  Corp 

82  Devonshire  Street 

Boston,  MA  02109 

617-523-1919*  (local) 

800-544-6666  (out  of  state) 

Exchange  privilege:  Yes 

Daily  Money  Fund-Money  Market 

money  market 

Daily  Money  Fund-US  Treasury 

money  market 

riueiity  cant  lax-rree-Hign  iield 

municipal  bond 

Fidelity  Calif  Tax-Free-Money  Market 

money  market 

Fidelity  Cash  Reserves 

money  market 

Fidelity  Contrafund 

stock 

Fidelity  Daily  Income  Trust 

money  market 

Fidelity  Destiny  Portfolio  1 

stock 

Fidelity  Discoverer  Fund 

stock 

Fidelity  Equity-Income  Fund 

stock 

Fidelity  Flexible  Bond  Fund 

bond  &  preferred 

Fidelity  Freedom  Fund 

stock 

Fidelity  Fund 

stock 

Fidelity  Ginnie  Mae 

bond  &  preferred 

Fidelity  Government  Securities  Fund 

bond  preferred 

Fidelity  Growth  &  Income 

stock 

Fidelity  Growth  Company  Fimd 

stock 

Fidelity  High  Income  Fund 

bond  &  preferred 

Fidelity  Magellan  Fund 

stock 

Fidelity  Mass  Tax-Free-Money  Market 

money  market 

Fidelity  Mass  Tax-Ftee-Muni  Bond 

municipal  bond 

Fidelity  Mortgage  Sees  Fund 

bond  &  preferred 

Fidelity  NY  Tax-Free-High  Yield 

municipal  bond 

Fidelity  NY  Tax-Free-Insured 

municipal  bond 

Fidelity  NY  Tax-Free-Money  Market 

money  market 

Fidelity  OTC  Portfolio 

stock 

Fidelity  Overseas  Fund 

stock 

•Will  accept  collea  calls. 


Fund  distributor 

Type  of  fund 

Fidelity  Distributors  Corp  (continued) 

Fidelity  Puritan  Fund 

stock 

Fidelity  Select- American  Gold 

stock 

Fidelity  Select-Biotechnology 

stock 

Fidelity  Select-Brokerage  &  Investment 

stock 

Fidelity  Select-Chemicals 

stock 

Fidelity  Select-Computers 

stock 

Fidelity  Select-Defense  &  Aerospace 

stock 

Fidelity  Select-Energy 

stock 

Fidelity  Select-Financial  Services 

stock 

Fidelity  Select-Food  &  Agriculture 

stock 

Fidelity  Select-Health  Care 

stock 

Fidelity  Select-Leisure 

stock 

Fidelity  Select-Money  Market 

money  market 

Fidelity  Select-Precious  Metals  &  Minerals 

stock 

Fidelity  Select-Property  &  Casualty 

stock 

Fidelity  Select-Retailing 

stock 

Fidelity  Select-Savings  &  Loan 

stock 

Fidelity  Select-Software  &  Computer 

stock 

Fidelity  Select-Technology 

stock 

Fidelity  Select-Telecommunications 

stock 

Fidelity  Select-Utilities 

stock 

Fidelity  Special  Situations  Fund 

stock 

Fidelity  State  Tax-Free-Michigan 

municipal  bond 

Fidelity  State  Tax-Free-Minnesota 

municipal  bond 

nUClliy  ijldlC  1  aATi CC'WIIIU 

TV*  1  irt  1  ^1  t^^i  1  r\/^nH 
LUUlllCipdi  UOllU 

Fidelity  Tax-Exempt  MM  Trust 

money  market 

Fidelity  Tax-Free-Aggressive 

municipal  bond 

riaelity  iax-rree-Hign  iieid 

municipal  bond 

Fidelity  Tax-Free-Insured 

municipal  bond 

Fidelity  Tax-Free-Limited  Term  Munis 

municipal  bond 

Fidelity  Tax-Free-Municipal  Bond 

municipal  bond 

Fidelity  Texas  Tax-Free 

municipal  bond 

Fidelity  Thrift  Trust 

bond  &.  preferred 

Fidelity  Trend  Fund 

stock 

Fidelity  US  Government  Reserves 

money  market 

First  American  Money  Fund 

money  market 

Fiduciary  Management 

Milwaiilf-pp  WT  ^1^909 

4 14-9 7 1 finrall 

Fvrhanpp  nrivilppp" 

Fiduciary  Capital  Growth  Fund 

stock 

Financial  Programs 

PO  Box  2040 

Denver,  CO  80201 

800-525-9769  (local) 

800-525-8085  (out  of  state) 

Exchange  privilege;  Yes 

Financial  Bond  Shares-High  Yield 

bond  &.  preferred 

Financial  Bond  Shares-Select  Income 

bond  &.  preferred 

Financial  Daily  Income  Shares 

money  market 

Financial  Dynamics 

stock 

Financial  Industrial  Fund 

stock 

Financial  Industrial  Income  Fund 

stock 

Financial  Tax-Free  Income  Shares 

municipal  bond 

World  of  Technology 

stock 

rhere  is  something  new  on  the  horizon. 

rhere  is  a  new  identity  for  a  $3  billion  company, 
rhe  company  has  a  new  structure,  new  manage- 
ment goals  and  a  renewed  vitality  GenCorp  is 
an  aggressive  company  with  diverse  strengths. 


!^rom  aerospace  to  tennis  balls,  from  video 
:assettes  to  tires,  GenCorp  is  in  a  strong  position 
br  growth.  The  subsidiaries  of  GenCorp  are 
Aerojet  General,  DiversiTech  General,  General 
Fire  and  RKO  General.  WT^ 

m  GenCorp 


A  new  direction 


1986  Fund  Ratings 


Fund  distributor 

(1-1         f  f  ] 

Type  ot  lund 

First  Investors  Management  Co 

120  Wall  Street 

New  York,  NY  10005 

• 

212-208-6000  (localj 

800-423-4026  (out  of  state) 

Exchange  privilege:  Yes 

First  Investors  Bond  Appreciation 

bond  &.  preferred 

First  Investors  Cash  Mgmt  Fund 

money  market 

First  Investors  Discovery  Fund 

stock 

First  Investors  Fund  for  Growth 

stock 

First  Investors  Fund  for  Income 

bond  &.  preferred 

Pirct  Invpctfkri:  C^nvi*mm^nt  Fund 

bond  &  preferred 

Firsi  invcsiuis  iiiicriiaiiuiidi  .sci.? 

fnrpi  pn 

First  Investors  Natural  Resources 

rirsi  invcsiora  i\cw  lUfK  a<ia  rrcc 

municipal  bond 

First  Investors  Ninety*Tcn  Fund 

First  Investors  Option  Fund 

stock 

First  Investors  Tax  Exempt  Fund 

municipal  bond 

First  Investors  US  Govt  Plus-2nd  Series 

bond  &.  preferred 

First  of  Michigan 

100  Renaissance  Center 

Detroit,  MI  48243 

313-259-2600  (locall 

800-521-1264  (out  of  state) 

Exchange  privilege:  Yes 

Renaissance  Assets  Trust-Govenunent 

money  market 

Renaissance  Assets  Xrust-MM 

IllOllCy  llidlKCi 

First  Trust  Funds 

110  North  Franklin  Street 

Chicago,  IL  60606 

312-781-9490  (local) 

800-621-4770  (out  of  state) 

Exchange  privilege:  Yes 

First  Trust  Fund-US  Government 

bond  &.  preferred 

Flagship  Financial 

One  First  National  Plaza 

Suite  910 

Dayton,  OH  45402 

800-354-7447  (local) 

800-227-4648  (out  of  state) 

Exchange  privilege:  Yes 

X^lagsllip  IdX  CACllipi  rUIlUa  X  lUSl-ucOlgla 

municipal  bond 

Flagship  Tax  Exempt  Funds  Trust-Michigan 

municipal  bond 

Flagship  Tax  Exempt  Funds  Trust-NC 

municipal  bond 

Flagship  Tax  Exempt  Funds  Trust-Ohio 

municipal  bond 

Flagship  Tax  Exempt  Funds  Trust-Virginia 

municipal  bond 

Flex  Funds 

PO  Box  7177 

Dublin,  OH  43017 

6M-766-7000'  (local) 

800-325-3539  (out  of  state) 

Exchange  privilege:  Yes 

Flex-funds-Bond  Fund 

bond  &.  preferred 

Flex-funds-Capital  Gains  Fund 

stock 

Flex-funds-Retirement  Growth 

stock 

Florida  Mutual  Funds  Group 

730)  Wesi  Paimetto  Park  Road 

Suite  C-105 

Boca  Raton.  PL  33433 

305-392-266V'  (local) 

Exchan;::.;  privilege:  No 

Pinnacle  4;:-;en;n»ent  Fund-Partfolio  I 

money  market 

•Will  accept  collect  caiis. 


Fund  distributor 

Type  of  fund 

44  Securities 

1  State  Street  Plaza 

2vtn  rloor 

New  York,  NY  1UU(J4 

lil-o't'i-^iZ'*  llocalj 

8L)U-/2i-/ojo  |out  or  state! 

Exchange  privilege:  Yes 

44  Wall  Street  Equity  Fund 

stock 

44  Wall  Street  Fund 

stock 

Founders  Mutual  Depositor  Corp 

i 

PO  Box  5632 

Denver,  CO  80217 

800-874-6301  (local) 

800-525-2440  (out  or  State) 

Exchange  privilege:  Yes 

Founders  Growth  Fund 

stock 

Founders  Income  Fund 

stock 

Founders  Mutual  Fund 

stock 

Founders  Special  Fund 

stock 

Franklin  Distributors 

777  Mariner's  Island  Boulevard 

San  Mateo,  CA  94404-1585 

800-227-6781  (local) 

800-632-2180  (out  of  state) 

Exchange  privilege:  Yes 

Franklin  AGE  High  Income  Fund 

bond  &  preferred 

Franklin  Calif  Insured  Tax-Free  Income 

municipal  bond  I 

Franklin  Calif  Tax-Exempt  Money  Fund 

money  market  i 

Franklin  California  Tax-Free  Income 

municipal  bond 

Franklin  Custodian-Dynatech 

stock  ' 

Franklin  Custodian-Growth 

stock  1 

Franklin  Custodian-Income 

balanced  ' 

Franklin  Custodian-US  Govt 

bond  &  preferred 

Franklin  Custodian-Utilities 

stock 

Franklin  Equity  Fund 

stock 

Franklin  Federal  Money  Fund 

money  market 

Franklin  Federal  Tax-Free  Income 

municipal  bond 

Franklin  Gold  Fund 

stock 

Franklin  Insured  Tax-Free  Income  Fund 

municipal  bond  : 

Franklin  Mass  Insured  Tax-Free  Income 

municipal  bond 

Franklin  Michigan  Insured  Tax-Free  Income 

municipal  bond 

Franklin  Minn  Insured  Tax-Free  Income 

municipal  bond 

Franklin  Money  Fund 

money  market 

Franklin  New  York  Tax-Free  Income  Fund 

municipal  bond 

Franklin  Ohio  Insured  Tax-Free  Income 

municipal  bond 

Franklin  Option  Fund 

stock  1 

Franklin  Tax-Exempt  Money  Fund 

money  market  I 

Gateway  Option  Income  Fund 

PO  Box  458167 

Cincinnati,  OH  45245 

513-248-2700  (local) 

000-354-6339  (out  Ot  State) 

Exchange  privilege:  No 

Gateway  Option  Income  Fund 

stock 

Gintpl  &  Cn 

Greenwich  Office  Park 

OP-6 

Greenwich,  CT  06830 

203-622-6400  (local) 

800-243-5808  (out  of  state) 

Exchange  privilege:  No 

Gintel  Capital  Appreciation  Fund 

stock 

Gintel  ERISA  Fund 

stock 

Gintel  Fund 

stock 

High  Pressure  Technology 


Fansteel's  Precision  Sheet  Metal  operation  is  tine  leading  manufacturer  of 
lightweight,  high  pressure  tankage  for  launch  vehicles,  satellite  propulsion 
systems  and  upper  stage  ballistic  missile  systems. 

These  pressure  vessels  serve  as  liquid  and  gas  power  sources  for 
engines  and  other  devices  aboard  most  space  vehicles. 

Their  construction  must  be  flawless,  a  demand  PSM  meets  with 
CAD/CAM  design,  an  intimate  knowledge  of  metals,  state-of-the-art 
machining  and  fusion  welding,  and  uncompromising  quality  control. 

All  are  among  many  highly  sophisticated  capabilities  at  which  PSM 
excells  and  which  it  contributes  to  Fansteel's  uniquely  broad  range  of 

metals  technology. 

It  will  pay  you  to  know  more  about  us. 


An  integrated  producer  of  refractory  metals  and  fabricated  products  for  the  electronics, 
electrical,  aircraft/aerospace,  metalworldng,  energy,  and  chemical  industries. 


FANSTEEL  INC.  Number  One  Tantalum  Place  •  North  Chicago,  IL  60064  •  (312)  689-4900 


ASTORYOFTELESIS. 


progress,  intelligently  planned. 
P  That's  how  the  dictionary 
lefines  telesis.  Back  in  the  rough 
1  tumble  era  of  the  Western  frontier, 
ri  to  the  development  of  an  Ameri- 
i  classic. 

During  the  booming  Gold  Rush 
^s  of  the  late  1840s  and  early  '50s, 
ifomia  was  a  mecca  for  thousands  of 
ing  and  restless  people,  lured  by 
is  of  fortune  and  adventure. 

Among  the  newcomers  was  a 
ing  Bavarian  immigrant  named  Levi 
iuss,  who  arrived  not  with  a  miner's 
k  and  dreams  of  instant  wealth,  but 
h  several  bolts  of  heavy  cloth  he 
nned  to  sell  for  tents  and  wagon 
^ers.  But  the  raggedy  appearance  of 
prospective  customers  soon  alerted 
1  to  a  greater  need. 

"Pants  don't  wear  worth  a  hoot  up 
he  di^in'si'the  miners  complained, 
n't  get  a  pair  strong  enough  to  last!' 

Cloth  in  hand,  Levi  promptly  got 
vork— and  launched  his  career  as  the 
ler  of  blue  jeans.  Before  long,  just 
)ut  every  prospector  in  the  state  was 
moring  for  a  pair  of  "those  pants  of 
A's"  paying  as  much  as  $L50  in  gold 
5t  for  the  prized  "501  Double  X;'  cop- 
[•-riveted,  blue  denim  jeans. 

Since  that  time,  the  humble  501  has 
iced  the  backsides  of  movie  stars, 
llionaires  and  Presidents,  and  even 
md  its  way  into  the  Smithsonian, 
lere  several  pairs  are  on  permanent 
play  For  the  young  man  who  wisely 
lored  his  trade  to  his  customers' 
luirements,  it  is  a  fitting  tribute. 


At  Pacific  Telesis,  we  salute  the 
special  kind  of  progress  made  by  those 
with  the  insight  to  see  the  needs  of  a 
growing  marketplace  and  the  ingenuity 
to  adapt  to  them. 

As  Califomia's  telecommunications 
company,  we're  part  of  a  market  that's 
as  rich  with  opportunity  today  as  it  was 
in  the  time  of  Levi  Strauss.  With  a  1985 
gross  product  of  $475  billion,  California 
is  the  7th  largest  economy  in  the  world, 
and  moving  up  fast. 

So  we're  working  harder  than  ever 
to  keep  ahead  of  our  customers'  rapidly 
growing  and  increasingly  sophisticated 
needs.  Years  before  the  "Information 
Age"  was  a  household  word,  for 
example,  we  were  busy  putting  its  archi- 
tecture into  place.The  result:  today 
our  customers  are  served  by  the  most 
advanced  telecommunications  system 
in  the  world,  one  that  will  continue 
meeting  their  needs  well  into  the  next 
century 

At  Pacific  Telesis,  we're  committed 
to  progress,  intelligently  planned  in 
everything  we  do.That's  why  an  invest- 
ment in  Telesis  is  an  investment  in 
progress. 

To  find  out  more  about  us,  write 
Michael  McGreevy  Director,  Investor 
Relations,  140  New  Montgomery 
San  Francisco,  CA  94105. 

PACIFICg|TELESIS. 

Group 

Pacific  Bell   PacTel  InfoSystems   Nevada  Bell 
Pacific  Telesis  International   PacTel  Mobile  Conapanies 

PacTel  Spectmm  Services   Pacific  Bell  Directory 
PacTel  Publishing  PacTel  finance   PacTel  Properties 
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1986  Fund  Ratings 

Fund  distributor 

Type  of  fund 

Fund  distributor 

Type  of  fund 

GIT  Investment  Services 

1655  North  Fort  Myer  Drive 
Arlington,  VA  22209 
800-572-2050  (local) 
800-336-3063  (out  of  state) 
Exchange  privilege;  Yes 

Hartwell  Funds 

515  Madison  Avenue 
31st  Floor 

New  York,  NY  10022 
212-308-3355  (local) 
800-645-6405  (out  of  state) 
Exchange  privilege:  No 

GIT  Equity  Trust-Special  Growth 
GIT  Income  Trust-A-Rated  Income 
GIT  Income  Trust-Maximum  Income 
GIT  Tax-Free  Trust-High  Yield 
Government  Investors  Trust 

stock 

bond  &  preferred 
bond  &  preferred 
municipal  bond 
money  market 

Hartwell  Growth  Fund 
Hartwell  Leverage  Fund 

stock 
stock 

Heine  Management  Group 

PO  Box  830 

Gradison  Mutual  Funds 

580  Walnut  Street 
Cincinnati,  OH  45202 
800-582-1892  (local) 

Westport,  CT  06881 
800-522-2564  (local) 
800-422-2564  (out  of  state) 
Exchange  privilege:  No 

800-543-8640  (out  of  state) 
Exchange  privilege:  Yes 

LMH  Fund 

stock 

Gradison  Cash  Reserves  Trust 
Gradison  Emerging  Growth  Fund 
Gradison  Established  Growth  Fund 

money  market 
stock 
stock 

Heine  Securities 

26  Broadway 
New  York,  NY  10004 
212-908-4047*  (local) 
800-457-021 1  (out  of  state) 
Exchange  privilege:  No 

Greenspring  Fund 

Quadrangle  Village  of  Cross  Keys 

Suite  322 

Baltimore,  MD  21210 
301-435-9000  (local) 
Exchange  privilege:  No 

Mutual  Beacon  Fund 

Mutual  Qualified  Income  Fund 

Mutual  Shares  Corp 

stock 
stock 
stock 

Greenspring  Fund 

stock 

JJB  Hilliard,  WL  Lyons 

545  South  Third  Street 
Louisville,  KY  40202 
800-292-1886  (local) 
800-626-2023  (out  of  state) 
Exchange  privilege:  No 

Growth  Industry  Shares 

135  South  LaSalle  Street 
Chicago,  IL  60603 
800-635-2840  (local) 
800-635-2886  (out  of  state) 
Exchange  privilege:  No 

Hilliard-Lyons  Government  Fund 

money  market 

Growth  Industry  Shares 

stock 

Wayne  Hummer  &  Co 

175  West  lackson  Boulevard 
Chicago,  IL  60604 
800-972-5566  (local) 
800-621-4477  (out  of  state) 
Exchange  privilege:  No 

GT  Global  Growth  Funds 

601  Montgomery  Street 
Suite  1400 

San  Francisco,  CA  941 11 
415-392-6181  (local) 
800-824-1580  (all  states) 
Exchange  privilege:  Yes 

Wayne  Hummer  Growth  Fund 
Wayne  Hummer  Money  Fund  Trust 

stock 
money  market 

GT  Global  Growth  Funds-Europe 
GT  Global  Growth  Funds-Pacific 

stock 
foreign 

EF  Hutton  &  Co 

1  Battery  Park  Plaza 
New  York,  NY  10004 
Contact  your  local 

EF  Hutton  representative 
Exchange  privilege:  Yes 

Guardian  Investor  Services  Corp 

201  Park  Avenue  South 
New  York,  NY  10003 
800-522-7800  (local) 
800-221-3253  (out  of  state) 
Exchange  privilege:  Yes 

Cash  Reserve  Management 

Hutton  AMA  Cash  Fund 

Hutton  California  Municipal  Fund 

Hutton  Government  Fund 

Hutton  Investment-Basic  Value 

Hutton  Investment-Bond  &  Income 

Hutton  Investment-Government  Sees 

Hutton  Investment-Growth 

Hutton  Investment-Option  Income 

Hutton  Investment-Precious  Metals 

Hutton  Investment-Short  Term  Investment 

money  market 
money  market 
municipal  bond 
money  market 

stock 
bond  &  preferred 
bond  &  preferred 

stock 

stock 

stock 
money  market 

Guardiaii  Park  Ave  Fund 

stock 

John  Hancock  Distributors 

PO  Box  21 
Boston,  MA  02117 
617-572-4120  (local) 
800-225-5291  (out  of  state) 
Exchange  pnvUege:  Yes 

lohn  Hancock  Bond  Trust 

John  Hancock  Cash  Management  Trust 

Fohn  Hancock  Global  Trust 

John  Hancock  Growth  Trust 

John  Hancock  Spcciai  H^-aities  Trust 

John  Hancock  Ta.\-£xempt  Income  Trust 

John  Hancocl:  IjS  Govt  Guaranteed  Mortgages 

John  Hancock  US  Govs,  securities  Trust 

bond  &  preferred 
money  market 
stock 
stock 

Hutton  Investment-Special  Equities 
Hutton  National  Municipal  Fund 
Hutton  New  York  Municipal  Fund 
Municipal  Cash  Reserve  Management 

stock 
municipal  bond 
municipal  bond 
money  market 

stock 
municipal  bond 
bond  &  preferred 
bond  &  preferred 

*V('ill  accept  collect  oiils 

YOU  CAN 
HAVE  HIGH  YIELD  AND 
SECURITY  TOO. 


Municipal  bonds  guaranteed  by  the  Municipal 
Bond  Insurance  Association  give  you  the  best  of  both. 

They  carry  Triple-A  credit  ratings  from  both  Stan- 
dard &  Poor's  and  Moody's.  And  your  principal  and 
interest  are  guaranteed  by  MBIA-an  association  com- 
posed of  five  major  insurance  companies  v^ho  have 
been  in  business  an  average  of  115  years. 

It's  hard  to  find  an  investment  with  better  security 
than  that.  Yet  MBIA-insured  bonds  usually  provide 
higher  yields  than  uninsured  Triple-A  municipals. 

You  may  find  them  irresistible,  but  we  promise 
they're  not  fattening. 

For  the  record,  the  member  companies  of  MBIA 
and  each  company's  several  but  not  joint  share  of  the 
guarantee:  The  Aetna  Casualty  and  Surety  Com- 
pany 33%.  Fireman's  Fund  Insurance  Company 
30%.  The  Travelers  Indemnity  Company  15%.  Aetna 
Insurance  Company  12%.  The  Continental  Insurance 
Company  10%. 

MBIA 

We  guarantee  the  public  interest'"  wt^^mmmmm 

'C'MBIA.  1986  445  Hamilton  Avenue,  Box  788,  While  Plains,  NY  10602  (914)  681-1300 
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Fund  distributor 

Type  of  fund 

Idex  Management 

PO  Box  5068 

Clearwater,  FL  33518 

• 

813-446-3333  (local) 

800-237-3055  (out  of  state) 

Exchange  privilege:  Yes 

Idex  Fund 

stock 

Idex  Fund  II 

balanced 

IDS  Financial  Services 

IDS  Tower 

Minneapolis,  MN  55474 

612-372-3733  (local) 

800-328-8300  (out  of  state) 

Exchange  privilege:  Yes 

ins  Bond  Fund 

bond  &  preferred 

IDS  Cash  Management  Fund 

money  market 

IDS  Discovery  Fund 

stock 

IDS  Equity  Plus 

stock 

IDS  Extra  Income  Fund 

bond  is.  preferred 

IDS  Federal  Income  Fund 

bond  &  preferred 

IDS  Growth  Fund 

stock 

IDS  High  Yield  Tax-Exempt  Fund 

municipal  bond 

IDS  International  Fund 

foreign 

IDS  Managed  Retirement  Fund 

stock 

IDS  Mutual 

balanced 

IDS  New  Dimensions  Fund 

stock 

IDS  Precious  Metals  Fund 

stock 

1T)^  Prnfrpccivp  FiinH 

kUo  aeieciive  runo 

Donu  cx  preierreG 

iLfo  :>iucK  runu 

stock 

IDS  Strategy  Fund-Aggressive  Equity 

stock 

IDS  Strategy  Fund-Income 

bond  (X  preierrecl 

IDS  Tax-Exempt  Bond  Fund 

municipal  bond 

IDS  Tax-Free  Money  Fund 

money  market 

Integrated  Asset  Management 

666  Third  Avenue 

5th  Floor 

New  York,  NY  10017 

212-551-5313  (local) 

800-221-2644  (out  of  state) 

Exchange  privilege:  Yes 

Home  Investors  Govt  Guaranteed  Income 

bond  &  preferred 

Integrated  Capital  Appreciation  Fund 

stock 

Intooratofl  InciiroH  HPfiv  Erao  l*im/1 

iiiic^iiticu  iit^urcu  1  aA  rrcc  ruiiu 

municipal  bond 

Integrated  Money  Market  Securities 

money  market 

Interstate  Capital  Growth  Fund 

PO  Box  10230 

Greenville,  SC  29603 

ouo-/oD-ioU/  (local) 

Exchange  privilege:  No 

Interstate  Capital  Growth  Fund 

stock 

Investors  Security  Trust 

110  Bank  Street 

Suffolk,  VA  23434 

804-539-2396  (local) 

Exchange  privilege:  No 

Old  Dominion  Investors'  Trust 

stock 

IRI  Securities 

One  Apph;vroe  S;;uare  // 

Minneapolis,  MN  55420  // ^ 

612-853-y^OO.'irsi'  / 

800-328-lOiiJ  o'..  !/\^^^—-~ 

Exchange  pnv;!cg;  -f^ 

1)  

IRI  Stock  Fuc.:  \ftr\ 

/  stock 

accept  collea  cai's. 


Fund  distributor  Type  of  fund 

ISI  Corp 

PO  Box  23330 


Oakland,  CA  94623 

4 1  o-ooz- iH-uu  (locaij 

Exchange  privilege:  Yes 

ISI  Growth  Fund 

stock 

ISI  Income  Fund 

bond  &  preferred 

ISI  Trust  Fund 

stock 

ITB  Distributors 

60  State  Street 

Boston,  MA  02109 

617-542-0213'  (local) 

800-451-0502  (out  of  state) 

Exchange  privilege:  Yes 

Empire  Builder  Tax  Free  Bond  Fund 

municipal  bond 

Investment  Trust  of  Boston 

stock 

Investment  Trust  of  Boston-High  Income  Plus 

bond  &  preferred 

Investment  Trust  of  Boston-Mass  T-F  Income 

municipal  bond 

Ivy  Fund 

40  Industrial  Park  Road 

Hingham,  MA  02043 

oi/-/4y-i4io  (local) 

ouu-Zoj  ooz,/  loui  01  stale) 

Exchange  privilege:  No 

Ivy  Growth  Fund 

stock 

Janus  Fund 

100  Fillmore  Street 

Suite  300 

Denver,  CO  80206 

oUo-ooo-ooDO  (iocai] 

800-525-3713  (out  of  State) 

Exchange  privilege:  Yes 

Janus  Fund 

stock 

Janus  Value  Fund 

stock  1 

Janus  Venture  Fund 

stock 

Jefferson-Pilot  Investor  Services 

PO  Box  21008 

Greensboro,  NC  27420 

919-378-2451  (local) 

Exchange  privilege:  Yes 

JP  Growth  Fund 

stock 

jp  Income  Fund 

bond  ^  preferred 

Johnson,  Lane,  Space,  Smith  &  Co 

200  Park  Avenue 

Suite  4515 

INew  York,  iNY  lUui/ 

llZ-byf-ooov>  (local) 

8UU-iZo-42z.'  (out  or  State) 

Exchange  privilege:  No 

Prime  Cash  Fund 

money  market 

Jones  &  Babson 

2440  Pershing  Road 

Kansas  City,  MO  64108 

816-471-5200*  (local) 

800-821-5591  (out  of  state) 

Exchange  privilege:  Yes 

Babson  Bond  Trust 

bond  &.  preferred 

Babson  Enterprise  Fund 

stock 

Babson  Growth  Fund 

stock 

Babson  Money  Market  Fund-Prime 

money  market 

Babson  Tax-Free  Income  Fund-Long  Term 

municipal  bond 

Babson  Tax-Free  Income  Fund-Short  Term 

municipal  bond 

Babson  Value  Fund 

stock 

UMB  Bond  Fund 

bond  &.  preferred 

UMB  Money  Market-Federal 

money  market 

UMB  Money  Market-Prime 

money  market 

UMB  Stock  Fund 

stock 

UMB  Tax-Free  MM  Fund 

money  market 

III 


What  are  we  up  to  now? 


March  75    76    77     78    79    '80     '81     '82     '83    '84    '85  '86 


The  past  never  guarantees  the  future,  but  it  may  be  a  fair 
indication.  If  you  had  invested  $100  in  McKesson  eleven  years  ago 
and  reinvested  the  dividends,  it  would  be  worth  $850  today 
In  the  S&P?  $450. 

With  $6  billion  in  annual  sales,  we're  the  nation's  leading 
distributor  of  drugs,  health  care  products,  and  nondurable  consumer 
goods.  To  learn  about  our  prospects,  call  800  952-5656  for  our  annual 
report  and  a  list  of  local  brokers  who  follow  us.  Or  write:  McKesson 
Corp.,  Investor  Relations,  One  Post  Street,  San  Francisco  94104. 


MiKesson 

Check  us  out  with  your  stockbroker. 


1986  Fund  Ratings 


Ftinrl  HitktTihiitTit 

Type  oi  fund 

Edward  D  Jones  &  Co 

201  Progress  Parkway 

Maryland  Heights,  MO  63043 

314-851-2000*  (local) 

Exchange  privilege:  No 

ED  Jones  Daily  F'assport  CasJi  Trust 

money  market 

Kemper  financial  Services 

120  South  LaSalle  Street 

Chicago,  IL  60603 

312-781-1121  (local) 

800-621-1048  (out  of  Slate) 

Exchange  privilege:  Yes 

/^ricn     nil fTril c*nt  t*ttntimiLr\\it 
K^iaall  Cri|Ul VillCIll  FUIIU'VjUVI 

money  market 

t~^'%cn  T!nttt\jiit*nt  1*11  nila A/I 
K^dall  d|Lll VdlCIll  X^UI1U*1>1it1 

money  market 

In«7ac*Tn<>n<'  Pnrt-Pnillt'V 

in vcsiiiiciii  ru[i  iifiiuiiy 

stock 

111 V  csiiiicii  I  rui  i.'vj w  i  c  1 U3 

bond  &  preferred 

ItiirfiGl"m<>ti t  PfirtBHtcrli  YiPlH 
111 vcAiiiiciii-  i^uri'mgii  xiciu 

bond  &.  preferred 

Invpctmpnt'  Pnrt>Ontinn  Inmmp 

III  V  CSililCIli  K  UI  i'V^l^llUll  lll^UUIC 

stock 

municipal  bond 

Kemper  Govcfnmcnt  A^i^^  Fund 

Kemper  Growth  Fund 

l^omnpr  I-¥ton  VipIH  Kiinn 

ivciiipci  jnigii  1  iciu  Fuiiu 

hnnH  i*^  nrpfprrpH 

IVdnpci  iiiL-Uiiic       \_,(ipii(ii  ricaci vdiiuii  fuiiu 

hr»nH  nrpfprrpH 

Kemper  International  Fund 

foreign 

Kemper  Money  Market  Fund 

money  market 

Kemper  Muni  Bond  Fund 

municipal  bond 

Kemper  Option  Income  Fund 

stock 

Kemper  Summit  Fund 

stock 

Kemper  Tax-Free  Income-National 

municipal  bond 

Kemper  Total  Return  Fund 

balanced 

Kemper  US  Govt  Securities  Fund 

bond  &  preferred 

Tax-Exempt  MM  Fund 

money  market 

Technology  Fund 

stock 

Keystone  Massachusetts  Distributors 

99  High  Street 

Boston,  MA  021 10 

617-338-3400  (local) 

800-633-4900  (out  of  state) 

Exchange  privilege:  Yes 

bond  &  preferred 

Kk'Vctnnp  {"'iKinHiAri  R-^ 

UUllU  cx  piciciicu 

Keystone  Custodian  K-1 

balanced 

Keystone  Custodian  K-2 

stock 

Keystone  Custodian  S-1 

stock 

Keystone  Custodian  S-3 

stock 

Keystone  Custodian  S-4 

stock 

Keystone  International  Fund 

foreign 

Kpv^tnnp  1  iniiiH  Xnict 

money  market 

Keystone  Precious  Metals  Holdings 

stock 

Keystone  Tax  Exempt  Trust 

municipal  bond 

Keystone  Tax  Free  Fund 

municipal  bond 

Kidder  Peabody 

20  Exchange  Place 

New  York,  NY  10005 

212-510-5028'  (local) 

Exchang:-  privilege:  Yes 

Kidder  Peabody  Equity  Income 

stock 

Kidder  Peabocty  Government  Income  Fund 

bond  &  preferred 

Kidder  Pejbody  Government  Money  Fund 

money  market 

Kidder  Peabody  Premium  Account 

money  market 

Kidder  Peat>ody  Special  Growth  Fund 

stock 

Kidder  Peabody  Tax  Exempt  MM 

money  market 

Kidder  Pt.ibodv  Tax-Free  Incoi^e-National 

municipal  bond 

Kidder  Peabody  j  tA-Ftoe  li;  York 

municipal  bond 

Webster  Cash  Reserve  i-  unt; 

money  market 

"Will  accept  collea  calls 


Fund  distributor 

Type  oi  fund 

Ladenburg,  Thalmann  &  Co 

540  Madison  Avenue 

New  York,  NY  10022 

212-940-0253  (local) 

800-523-8425  (out  of  state) 

Exchange  privilege:  No 

Westergaard  Fund 

stock 

One  Rockefeller  Plaza 

New  York,  NY  10020 

212-957-5343  (local) 

800-854-8525  (out  of  state) 

Exchange  privilege:  No 

Lazard  Cash  Management  Fund 

money  market 

Lazard  Government  Fund 

money  market 

Lazard  Tax-Free  Reserves-Money  Market 

money  market 

Legg  Mason  Wood  Walker 

PO  Box  1476 

Ralnmore  Mr)?1203 

Utll\.llll\Jl\,f   I'll—/   Z.  1  i.VJ'J 

800-492-7777  (local) 

800-368-2558  (out  of  state) 

Exchange  privilege:  Yes 


Legg  Mason  Cash  Reserve  Trust 

 ;  

money  market 

Legg  Mason  Special  Investment  Trust 

stock 

Legg  Mason  Tax  Exempt  Trust 

money  market 

Legg  Mason  Total  Return  Trust 

stock 

Legg  Mason  Value  Trust 

stock 

Lehman  Brothers  Distributor 

55  Water  Street 

New  York  NY  10041 

212-668-8578*  (local) 

800-221-5350  (out  of  state) 

Exchange  privilege:  Yes 

Lehman  Capital  Fund 

stock 

Lehman  Investors  Fund 

stock 

Lehman  Management  Cash  Reserves  Fund 

money  market 

Lehman  Management  Tax-Free  Reserves  Fund 

money  market 

Lehman  Opportunity  Fund 

stock 

Lepercq-Istel  Trust 

345  Park  Avenue 

23rd  Floor 

New  York,  NY  10154 

212-702-0174'  (local) 

Exchange  privilege:  No 

Lepercq-Istel  Fund 

stock 

Robert  H  Leshner 

700  Dixie  Terminal  Building 

Cincinnati,  OH  45202 

513-629-2000  (local) 

800-543-8721  (out  of  state) 

Exchange  privilege:  Yes 

stock 

ABT  Investment  Series-Emerging  Growth 

stock 

ABT  Investment  Series-Security  Income 

stock 

ABT  Utility  Income  Fund 

stock 

Midwest  Group-LG  Fund  for  Growth 

stock 

Midwest  Group-LG  US  Government  Sees  Fund 

bond  &.  preferred 

Midwest  Group  Tax  Free-Limited  Term 

municipal  bond 

Midwest  Group  Tax  Free-MM 

money  market 

Midwest  Group  Tax  Free-Ohio  Long  Term 

municipal  bond 

Midwest  Income  Trust-Intermediate  Term  Govt 

bond  &.  preferred 

Midwest  Income  Trust-Short  Term  Govt 

money  market 

Fund  distributor 

Type  of  fund 

Lexington  Alanagement  Corp 

PO  Box  1515 

Saddle  Brook,  Nf  07662 

201-845-7300  (local) 

800-526-0057  (out  of  state) 

Exchange  privilege:  Yes 

Corporate  Leaders  Trust  Certificates  Ser  B 

stock 

Lexington  GNMA  Income  Fund 

bond  &  preferred 

Lexington  Goldfund 

stock 

Lexington  Growth  Fund 

stock 

Lexington  MM  Trust 

money  market 

Lexington  Research  Fund 

stock 

Lexington  Tax  Free  Money  Fund 

money  market 

Lieber  &  Company 

550  Mamaroneck  Avenue 

riarnson,  in  i  iujzo 

914-6^5-5711  (local) 

80U-6>io-0U0c>  (out  01  state) 

Exchange  privilege:  Yes 

Evergreen  Fund 

stock 

Evergreen  Total  Return  Fund 

stock 

Lindner  Management  Corp 

200  South  Bemiston 

PO  Box  1 1208 

bt  Louis,  ML)  OolUb 

314-727-5305  (local) 

Exchange  privilege:  No 

Lindner  Dividend  Fund 

stock 

Lindner  Fund 

stock 

Lord  Abbett  &  Co 

63  Wall  Street 

New  York  NY  1 0005 

212-425-8720*  (local) 

800-993-4994  (nut  nf  statel 

Fvp n an fp  nnvi  i ppp ■  Yp^ 

Affiliated  Fund 

stock 

Lord  Abbett  Bond-Debenture  Fund 

UUIIU  Cx  UlCiCllCU 

Lord  Abbett  California  Tax-Free  Income 

municipal  bond 

Lord  Abbett  Cash  Reserve  Fund 

money  market 

Lord  Abbett  Developing  Growth  Fund 

stock 

Lord  Abbett  Tax-Free-National 

municipal  bond 

Lord  Abbett  Tax-Free-NY 

municipal  bond 

Lord  Abbett  US  Govt  Securities  Fund 

bond  &.  preferred 

Lord  Abbett  Value  Appreciation 

stock 

AAa<^lfpn7ip  Invp^fmpnt  Man^ippmpnt 

1665  Palm  Beach  Lakes  Boulevard 

Suite  604 

West  Palm  Beach,  PL  33401 

800-824-6067  (local) 

800-222-2274  (out  01  state) 

Exchange  privilege:  Yes 

Industrial  Series-Govt  Sees  Plus 

bond  &  preferred 

Industrial  Series-Option  Income 

balanced 

Madison  Investment  Advisors 

402  South  Gammon  Place 

Madison,  WI  53719 

608-833-6300  (local) 

Exchange  privilege:  No 

Bascom  Hill  Investors 

stock 

*Will  accept  collect  calls. 
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Fund  distributor 

Type  of  fund 

Mairs  &  Power 

W-2062  First  National  Bank  Bldg 

St  Paul,  MN  55101 

612-222-8478  (local) 

Exchange  privilege:  No 

Mairs  &  Power  Growth  Fund 

stock 

iN^airs  &  Power  Income  Fund 

Horace  Mann  Growth  Fund 

1  Horace  Mann  Plaza 

Springfield,  IL  62715 

217-789-2500  (local) 

Exchange  privilege:  No 

Horace  Mann  Growth  Fund 

stock 

Massachusetts  Financial  Services 

zuu  oerKeiey  otreei 

Doston,  iviA  uzi  10 

ol llocai) 

oUU-o4o-zyZv^  lout  01  stale) 

Exchange  privilege:  Yes 

Mass  Capital  Development  Fund 

stock 

Mass  Cash  Management-Govt 

money  market 

Mass  Cash  Management-Prime 

money  market 

Mass  Financial  Bond  Fund 

bond  &  preferred 

Mass  Financial  Development  Fund 

stock 

Mass  Financial  Emerging  Growth  Trust 

stock 

Mass  Financial  High  Income  Trust 

bond  &  preferred 

Mass  Financial  International-Bond 

bond  &  preferred 

Mass  Financial  Special  Fund 

stock 

Mass  Financial  Total  Return  Trust 

balanced 

Mass  Investors  Growth  Stock  Fund 

stock 

Mass  Investors  Trust 

stock 

MFS  Government  Guaranteed  Sees 

bond  &  preferred 

MFS  Government  Sees  High  Yield  Trust 

bond  &  preferred 

MFS  Managed  California  Tax-Exempt  Trust 

municipal  bond 

MFS  Managed  High  Yield  Muni  Bond 

municipal  bond 

MFS  Managed  M-S  Tax-Exempt-Maryland 

municipal  bond 

J^FS  j^anaged  i^-S  Tax-Exempt-iWass 

municipal  bond 

MFS  Managed  M-S  Tax-Exempt-N  Carolina 

municipal  bond 

MFS  Managed  M-S  Tax-Exempt-S  Carolina 

municipal  bond 

MFS  Managed  M-S  Tax-Exempt-Virginia 

municipal  bond 

MFS  Managed  M-S  Tax-Exempt-W  Virginia 

municipal  bond 

MFS  Managed  Muni  Bond  Trust 

municipal  bond 

MFS  M3ti3PpH  Spptnrs  T^rii^t 

ITllLJ   iTldlldgtU   ..7C^^IU19  A1U9V 

stock 

Mathers  Fund 

125  South  Wacker  Drive 

Chicago,  IL  60606 

312-236-8215  (local) 

Exchange  privilege:  No 

Mathers  Fund 

stock 

McDonald  &  Company  Securities 

2100  Society  Building 

Cleveland,  OH  44114 

216-443-2300  (local) 

800-451-6200  (out  of  state) 

Exchange  privilege:  Yes 

McDonald  Money  Market  Fund 

money  market 

McDonald  Tax  Exempt  Money  Market  Fund 

money  market 

1986  Fand  Ratuigs 


FuikI  distributor 

Xi/nj*  nf  f'nnrf 

Meeschaert  &  Company 

1 1  Parker  Street 

Newton  Centre,  MA  02159 

617-244-0432  (local) 

• 

Exchange  privilege:  No 

Meeschaert  Capital  Accumulation  Trust 

Stock 

A^ertdiari  Fund 

60  East  Su  Francis  Drake  Blvd 

Suite  306 

Lark>pur,  CA  94939 

800-445-5553  |local| 

800-446-6662  jout  of  state) 

Exchange  privilege:  No 

Meridian  Fund 

stock 

Merrill  Lynch  Funds  Boston 

125  High  Street 

4th  Floor 

Boston,  MA  02110 

617-357-1460*  (local) 

800-225-1576  (out  of  state) 

Exchange  privilege:  Yes 

Merrill  Lynch  Government  Fund 

money  market 

Merrill  Lynch  Institutional  Fund 

money  market 

Merrill  Lynch  Funds  Distributor 

PO  Box  901 1 

Princeton,  NJ  08543-9011 

609-282-2800  (local) 

Exchange  privilege:  Yes 

CBA  Money  Fund 

money  market 

Merrill  Lynch  Basic  Value  Fund 

stock 

Merrill  Lynch  California  Tax-Exempt  Fund 

municipal  bond 

Merrill  Lynch  Capital  Fund 

stock 

Merrill  Lynch  Corp  Bond-High  Income 

bond  &  preferred 

Merrill  Lynch  Corp  Bond-High  Quality 

bond  &  preferred 

Merrill  Lynch  Corp  Bond-Intermediate 

bond  preferred 

Merrill  Lynch  Equi-Bond  I  Fund 

balanced 

Merrill  Lynch  Federal  Securities  Trust 

bond  &  preferred 

Merrill  Lynch  Fund  for  Tomorrow 

stock 

Merrill  Lynch  International  Holdings 

7                                ......  . 

stock 

Merrill  Lynch  Muni  Bond  Fund-High  Yield 

municipal  bond 

Merrill  Lynch  Muni  Bond  Fund-Insured 

municipal  bond 

Merrill  Lynch  Muni  Bond  Fund-Ltd  Maturity 

municipal  bond 

Merrill  Lynch  Natural  Resources  Trust 

stock 

Merrill  Lynch  New  York  Municipal  Bond 

municipal  bond 

Merrill  Lynch  Pacific  Fund 

foreign 

Merrill  Lynch  Phoenix  Fund 

balanced 

Merrill  Lynch  Ready  Assets  Trust 

money  market 

Merrill  Lynch  Retirement  Benefit  Investment 

stock 

Merrill  Lynch  Retirement/Income  Fund 

bond  &  preferred 

Merrill  Lynch  Retirement  Reserves  Money  Fund 

money  market 

Merrill  Lynch  Special  Value 

stock 

Merrill  Lynch  USA  Govt  Reserves 

money  market 

Sci/Tech  Holdings 

stock 

Summit  Cash  Reserves  Fund 

money  market 

Merrill  Lynch,  Pierce,  Fenner  &  Smith 

One  Liberty  Plaza 

16S  Broadway 

INCW   I  <,»!  K,  In  I  ll/UtiU 

609-282-2800  (local) 

Exchange  privileg<;:  Yes 

CMA  Government  Securities  Fund 

money  market 

CMA  Money  Fund 

money  market 

CMA  Tax-Exempt  Fund 

money  market 

ML  Convertible  Securit!f!S-Capital 

dual  purpose 

ML  Convertible  Setiviiips-tnvome 

dual  purpose 

Fund  distributor 

Type  of  fund 

MidAmerica  Management 

4333  Edgewood  Road  NE 
Cedar  Rapids,  lA  52499 
319-398-8511  (local) 
800-553-4287  (out  of  state) 
Exchange  privilege:  Yes 

MidAmerica  High  Growth  Fund 
MidAmerica  Mutual  Fund 

stock 
stock 

Milwaukee  Co 

250  East  Wisconsin  Avenue 
Milwaukee,  Wl  53202 
800-242- 1001  (local) 
800-558-1015  (out  of  state) 
Exchange  privilege:  No 

Heartland  Value  Fund 
Trust  for  Cash  Reserves 

stock 
money  market 

Mimlic  Asset  Management 

400  North  Robert  Street 
St  Paul,  MN  55101 
612-298-3826  (local) 
800-328-8045  (out  of  state) 
Exchange  privilege:  Yes 

Mimlic  Investors  Fund  I 

Mimlic  Mortgage  Securities  Income  Fund 

stock 
bond  &  preferred 

Morgan  Keegan  &  Co 

50  Front  Street 
Memphis,  TN  38103 
901-524-4100  (local) 
800-238-7127  (out  of  state) 
Exchange  privilege:  No 

Morgan  Keegan  Daily  Cash  Trust 

mt)ney  market 

Moseley,  Hallgarten,  Estabrook  &  Weedon 

200  Park  Avenue 
Suite  4515 

New  York,  NY  10017 
212-697-6666  (local) 
800-228-4227  (out  of  state) 
Exchange  privilege:  No 

Short  Term  Asset  Reserves 

money  market 

Murphey  Favre 

Seafirst  Financial  Center 
9th  Floor 

Spokane,  WA  99201 
509-624-4101  (local) 
800-541-0830  (out  of  state) 
Exchange  privilege:  Yes 

Composite  Bond  &  Stock  Fund 
Composite  Cash  .Management 
Composite  Growth  Fund 
Composite  Income  Fund 
Composite  Tax-Exempt  Bond  Fund 
Composite  US  Government  Securities 

balanced 
money  market 
stock 
bond  &  preferred 
municipal  bond 
bond  &  preferred 

Mutual  Benefit  Financial  Services  Co 

290  Westminster  Street 
Providence,  RI  02903 
401-751-8600*  (local) 
800-343-3382  (out  of  state)  ' 
Exchange  privilege:  No 

Mutual  Benefit  Fund 

stock 

*\Vi!l  accept  collect  calls. 
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omorrow's 


The  future  of  flight  i 


—  swept- wing  shape  of  Grumman's  X-29,  now  flight  testing  eight  new  tech- 
51^^^  nologies.  All  integrated  by  Grumman:  a  new  composite  application,  airborne 
M'  computers  that  adjust  control  surfaces  40  times  a  second,  and  more.  Design, 
aaterials  and  electronics.  No  other  company  could  Onlv  GRUMMAN 

)ut  them  together  so  well  and  make  them  fly  mwrnswrnm^ 


siered  trademark  of  Grumman  Corporation, 


19S6  Fund  Ratings 


Fimrl  Hi^trihiitnr 

Type  of  fund 

Mutual  of  Omaha  Fund  Management 

10235  Regency  Circle 

Omaha,  NE  68114 

800-642-81 12  (local) 

* 

800-228-9596  (out  of  statel 

Mutual  of  Omaha  America  Fund 

bond  &.  preferred 

Mutual  of  Omaha  Cash  Reserve  Fund 

money  market 

Mutual  of  Omaha  Growth  Fund 

stock 

Mutual  of  Omaha  Income  Fund 

balanced 

Mutual  of  Omaha  Money  Market  Account 

money  market 

Mutual  of  Omaha  Tax-Free  Income  Fund 

municipal  bond 

National  Industries  Fund 

2130  South  Dahlia  Street 

Denver,  CO  80222 

303-759-2400  (local| 

Exchange  privilege:  No 

National  Industries  Fund 

stock 

National  Securities  &  Research  Corp 

605  Third  Avenue 

New  York,  NY  10158 

212-661-3000'  (local) 

800-223-7757  (out  of  state) 

Exchange  privilege:  Yes 

California  Tax  Exempt  Bonds 

municipal  bond 

Fairfield  Fund 

stock 

National  Bond  Fund 

bond  &.  preferred 

National  Federal  Securities  Trust 

bond  &.  preferred 

National  Growth  Fund 

stock 

National  Preferred  Fund 

bond  &  preferred 

National  Real  Estate  Stock  Fund 

stock 

National  Securities  Tax  Exempt  Bonds 

municipal  bond 

National  Stock  Fund 

stock 

National  Total  Income  Fund 

balanced 

National  Total  Return  Fund 

balanced 

Nationwide  Financial  Services 

1  Nationwide  Plaza 

Columbus,  OH  43216 

800-282-1440  (local) 

800-848-0920  (out  of  state) 

Exchange  privilege:  Yes 

Nationwide  Bond  Fund 

bond  &  preferred 

Nationwide  Fund 

stock 

Nationwide  Growth  Fund 

stock 

Nationwide  Money  Market  Fund 

money  market 

Nationwide  Tax-Free  Fund 

municipal  bond 

NEL  Equity  Services 

399  Boylsion  Street 

Boston,  MA  02117 

617-578-1187  (local) 

800-343-7104  (out  of  state) 

Exchange  privilege:  Yes 

Loomis-Sayles  Capital  Development  Fund 

stock 

Loomis-Sayles  Mutual  Fund 

balanced 

NEL  Cash  Management  Trust-MM 

money  market 

NEL  Equity  Fund 

stock 

NEL  Growth  Fund 

stock 

NEL  Income  Fund 

bond  &  preferred 

NEL  Retirement  Equity  Fund 

stock 

NEL  Tax  Excmst  Bond  Fund 

municipal  bond 

New  England  Life  Government  Sees  Trust 

bond  &  preferred 

Fund  distributor 


Type  of  fund 


Neuberger  &  Herman  Management 

342  Madison  Avenue 
New  York,  NY  10173 
212-850-8300'  (local) 
800-367-0770  (out  of  state) 
Exchange  privilege:  Yes 


Energy  Fund  stock 

Guardian  Mutual  Fund  stock 

Liberty  Fund  bond  &  preferred 

Manhattan  Fund  stock 

Neuberger  &  Berman  Government  Money  money  market 

Neuberger  &  Berman  Tax-Free  Money  money  market 

Partners  Fund  stock 


New  York  Muni  Fund 

One  World  Trade  Center 
Suite  8407 

New  York,  NY  10048 
212-422-7490  (local) 
800-277-1549  (out  of  state) 
Exchange  privilege:  No 


New  York  Muni  Fund 


municipal  bond 


Newton  Fund 

PO  Box  1348 
Milwaukee,  WI  53201 
800-242-7229  (local) 
800-247-7039  (out  of  state) 
Exchange  privilege:  Yes 


Newton  Growth  Fund 
Newton  Income  Fund 


stock 
bond  &  preferred 


Nicholas  Company 

700  North  Water  Street 
Milwaukee,  Wl  53202 
414-272-6133  (local) 
Exchange  privilege:  Yes 


Nicholas  Fund 
Nicholas  II 

Nicholas  Income  Fund 


stock 
stock 
bond  &  preferred 


Noddings  Calamos  Asset  Management 

2001  Spring  Road 
Oakbrook,  IL  60521 
800-821-6458  (local) 
800-251-2411  (out  of  state) 
Exchange  privilege:  Yes 


Noddings  Calamos  Convertible  Funds-Growth 
Noddings  Calamos  Convertible  Funds-Income 


stock 
stock 


Nomura  Capital  Management 

180  Maiden  Lane 
New  York,  NY  10038 
212-208-9300  (local) 
800-833-1896  (out  of  state) 
Exchange  privilege:  No 


Nomura  Pacific  Basin  Fund 


foreign 


North  Star  Funds 

PO  Box  357 

Minneapolis,  MN  55440 
612-371-7780  (local) 
Exchange  privilege:  Yes 


North  Star  Apollo 
North  Star  Bond  Fund 
North  Star  Regional  Fund 
North  Star  Reserve  Fund 
North  Star  Stock  Fund 


stock 
bond  &  preferred 

stock 
bond  &  preferred 

stock 


*WjlI  accept  collect  calls. 


2'? 


Electronics. 

Still  growing.  And  the  future 
belongs  to  those  who  are 
comnnitted  to  innovation— 
to  Eaton. 


Growing  into  the  future. 

Automotive  •  Electronics 
Defense  •  Capital  Goods 


Mm 


OURINSU 


YOUHAfETOM 


25,000  PROFESSIONALS 

In  any  service  business,  it's  common 
knowledge  that  you're  only  as  good  as  the  pec 
pie  you  hire. 

At  AIG,  American  International  Group  c 
Insurance  Companies,  25,000  business  profes 
sionals  work  together  to  meet  the  service  neec 
of  our  clients  in  today's  highly  competitive  an- 
complex  society. 

Our  people  respond  quickly,  innovativel) 
and,  when  necessary,  draw  upon  resources  an 
contacts  in  practically  every  business  commu- 
nity throughout  the  world. 

A  DISCIPLINED  APPROACH 

Underwriting  is  our  basic  business.  For 
AIG  to  continue  to  be  successful,  we  will  mai 
tain  our  long-term  policy  of  quality  underwrit- 
ing for  profit. 

And  by  upholding  that  principle,  the  AJC 


CE  COMPANY 

E  OF  THE  RISKS 


)mpanies  will  be  able  to  provide  new  cover- 
es  for  the  world  market  as  needs  arise. 

THE  POLICY  AND  THE  PEOPLE 

The  soundness  of  our  policies  comes  from 
^  soundness  of  our  management.  Their  ex- 
rience  and  continuity  are  a  source  of  pride  and 
idership. 

They  are  also  your  assurance  that  we  can 
ovide  insightful  and  efficient  solutions  to  your 
;k  management  and  insurance  problems. 

So,  if  you're  involved  in  the  financial 
curity  of  your  company,  call  your  agent  or 
oker  and  ask  about  AIG.  Because  your  insur- 
ice  company  shouldn't  be  one  of  the  risks  you 
ive  to  manage. 

n  AMERICAN  INTERNATIONAL  GROUP 
OF  INSURANCE  COMPANIES 


Our  Policies  Are  Your  Best  Insurance. 
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Fund  distributor 

Tvnp  nf  fiinn 
I  yUC  \ji  luitu 

Northeast  Investors  Trust 

50  L\)ngress  Street 

Boston,  MA  02109 

617-523-3588  (local) 

800-225-6704  (out  of  state] 

Exchange  privilege:  Yes 

Northeast  Investors  Growth  Fund 

stock 

Northeast  Investors  Trust 

bond  &  preferred 

Nova  Advisers 

Tw^o  Oliver  Street 

Boston,  MA  uiiuy-4yui 

617-439-6126  |local) 

800-572-0006  (out  or  state] 

Exchange  privilege:  No 

Nova  Fund 

stock 

Nuveen  Advisory  Corp 

333  West  Wacker  Drive 

Chicago,  IL  60606 

312-917-7844*  (local) 

oUU-6zi-/ziu  (out  or  State) 

Exchange  privilege:  No 

Nuveen  California  Tax-Free-Money  Market 

money  market 

Nuveen  Muni  Bond  Fund 

municipal  bond 

Nuveen  Tax-Exempt  Money  Market  Fund 

money  market 

Nuveen  Tax-Free  Reserves 

money  market 

Tax-Free  Accounts 

money  market 

Ohio  Company 

155  East  Broad  Street 

Columbus,  OH  43215 

oUU-ZoZ-y44o  (local) 

800-848-7734  (out  ot  state) 

Exchange  privilege:  Yes 

Cardinal  Fund 

stock 

Cardinal  Government  Guaranteed  Fund 

bond  &  preferred 

Cardinal  Government  Securities  Trust 

money  market 

Cardinal  Tax  Exempt  Money  Trust 

money  market 

Omega  Fund 

77  Franklin  Street 

Boston,  MA  Uzl  lU 

Ol  /-35/-848(J  (local) 

Exchange  privilege:  No 

Omega  Fund 

stock 

Oppenheimer  Capital  Corp 

Oppenheimer  Tower 

World  Financial  Center 

New  York,  NY  10281 

212-667-7587  (local) 

800-867-7778  (out  of  state] 

Exchange  privilege:  No 

Quest  for  Value  Fund 

stock 

Fund  distributor 


Type  of  fund 


Oppenheimer  Investor  Services 

PO  Box  300 
Denver,  CO  80201 
303-671-3200  (local) 
800-525-7048  (out  of  state] 
Exchange  privilege:  Yes 


Hamilton  Funds 

stock 

Oppenheimer  AIM  Fund 

stock 

Oppenheimer  Challenger  Fund 

stock 

Oppenheimer  Directors  Fund 

stock 

Oppenheimer  Equity  Income  Fund 

stock 

Oppenheimer  Fund 

stock 

Oppenheimer  Gold  &  Special  Minerals 

stock 

Oppenheimer  High  Yield  Fund 

bond  &.  preferred 

Oppenheimer  Money  Market  Fund 

money  market 

Oppenheimer  NY  Tax-Exempt 

municipal  bond 

Oppenheimer  Premium  Income  Fund 

stock 

Oppenheimer  Regency  Fund 

stock 

Oppenheimer  Retirement-Blue  Chip  Stock 

stock 

Oppenheimer  Retirement-US  Government  Sees 

bond  &  preferred 

Oppenheimer  Special  Fund 

stock 

Oppenheimer  Target  Fund 

stock 

Oppenheimer  Tax-Free  Bond  Fund 

municipal  bond 

Oppenheimer  Time  Fund 

stock 

Pacific  Financial  Research 

9665  Wilshire  Boulevard 
Suite  950 

Beverly  Hills,  CA  90212 
213-278-4461  (local) 
Exchange  privilege:  No 


Clipper  Fund 


balanced 


PaineWebber 

1285  Avenue  of  the  Americas 
15th  Floor 

New  York,  NY  10019 
212-713-4818  (local) 
Exchange  privilege:  Yes 


PaineWebber  America  Fund  stock 

PaineWebber  Atlas  Fund  stock 

PaineWebber  Calif  Tax-Exempt  Income  Fund  municipal  bond 

PaineWebber  Cashfund  money  market 

PaineWebber  Fixed  Income-GNMA  bond  &.  preferred 

PaineWebber  Fixed  Income-High  Yield  bond  &  preferred 

PaineWebber  Fixed  Income-Invest  Grade  bond  &  preferred 

PaineWebber  Master  Series-Income  Fund  bond  &.  preferred 

PaineWebber  Olympus  Fund  stock 

PaineWebber  RMA-Money  Market  money  market 

PaineWebber  RMA-Tax-Free  money  market 

PaineWebber  RMA-US  Govt  money  market 

PaineWebber  Tax-Exempt  Income  municipal  bond 


Pallas  Financial  Corporation 

One  Burton  Hills  Boulevard 
Suite  355 

Nashville,  TN  37215 
615-665-1700  (local) 
800-251-1970  (out  of  state] 
Exchange  privilege:  No 


Monitrend  Mutual  Fund 


stock 


Parkway  Management 
2625  Concord  Pike 
PO  Box  7138 
Wilmington,  DE  19803 
302-478-8531'  (local) 
800-441-7786  (out  of  state) 
Exchange  privilege:  Yes 


Parkway  Cash  Fund 


money  market 


•Will  accept  collect  calls 


Now  is  the 
time  for 
tax-ft:ee  funds! 


T.  Rowe  Price  Tax-Free  Funds 


Now  is  an  opportune  time  to  invest  in  tax-free 
funds,  like  our  Tax-Free  High  Yield  Fund  and 
Tax-Free  Income  Fund.  As  the  chart  illustrates, 
both  offer  high  income— 100%  exempt  from 
federal  taxes*— that  is  higher  than  the  after-tax 
yields  of  long-term  taxable  securities  e\  en  at  the 
new  27%  bracket  proposed  under  tax  reform. 

Manv  market  experts  believe  that  munic- 
ipal bond  prices  will  rise  when  new  tax  laws, 
aimed  at  eliminating  manv  of  todav's  tax 
shelters,  are  passed.  Municipal  securities,  of 
course,  will  still  be  tax-free.  So  investors 
who  take  ad\  antage  of  today's  municipal 
bond  marketplace  could  be  in  an  excellent 
position  for  capital  growth. 

This  combination  of  high  tax-free  yields 
and  the  potential  for  capital  appreciation  is 
whv  now  is  the  time  for  tax-free  funds. 
The  Tax-Free  High  Yield  Fund  seeks  the  high- 
est vields  bv  investing  in  long-term,  medium- 
to-lower  quality  bonds.  Yield  and  share  price 
can  be  expected  to  vary  more  than  our  other 


tax-free  funds.  For  example,  in  the  12  months 
ending  8/ 14/86,  the  high  price  was  $11. 59, 
and  the  low  was  S9.93. 
The  Tax-Free  Income  Fund  invests  in  higher 
qualitv,  long-term  municipal  bonds  in  pursuit 
of  a  high  level  of  tax-exempt  income.  Although 
yield  and  share  price  will  vary,  the  Fund's 
active  management  will  seek  to  control  vola- 
tility. In  the  12  months  ending  8/14  86,  the 
high  price  was  S9.83,  and  the  low  was  $8.54. 
T.  Rowe  Price,  a  leader  in  municipal 
investing!  T  Rowe  Price  is  a  leader  in  tax-free 
investing,  with  nearlv  S3  billion  in  municipal 
fund  assets.  And  there  are  no  sales  charges  or 
fees  to  redeem  or  exchange  among  funds  at 
the  then  current  net  asset  value.  Both  Funds 
offer  free  checkwriting  as  well.  The  minimum 
investment  is  $1,000.  For  more  information, 
call  our  Investor  Service  Center,  weekdays 
8:30  am  to  8:00  pm,  Sundavs  10  am  to 
4  pm  EDT;  1-800-638-5660. 


Get  high  effective  yields 


FUND 


CURRENT 
YIELD 


TAX-FREE 
4K3H  YIELD 
FUND 

TAX-FREE 
INCOME 
FUND 


EQUIVALENT  TAXABLE  YIELD 
FOR  THESE  BRACKETS: 


PROPOSED 



50% 

27% 

38% 

7.81%' 

10.70% 

12.60% 

15.62% 

742%' 

10.16% 

n.97% 

14.84% 

T.RoweR'ice 

Invest  With  Confidence 


Mail  to;T.  Rowe  Price,  100  E.Pratt  St., Baltimore,  MD  21202 
For  the  Fund  indicated,  please  send  me  a  free  information 
kit  and  prospectus  with  more  complete  information, 
including  management  fees  and  other  charges  and 
expenses.  I  will  read  them  carefully  before  1  invest  or 
send  money. 

Tax-Free  Income  Fund    Z  Tax-Free  High  Yield  Fund 
.Name 


'Income  may  be  subject  to  state  and  local  taxes.  1.  Average  annualized 
yield  for  the  30  days  ending  8/14/86,  based  on  an  average  price  per  share 
of  $11.29.  Average  maturity  during  this  period  was  24.4  years.  2.  Average 
annualized  yield  for  the  30  days  ending  8/14/86  based  on  an  average  price 
per  share  of  $9.50.  Average  maturity  during  this  period  was  24. 1  years. 
T.  Rowe  Price  Investment  Services.  Inc..  Distributor 


Address 


Cit>- 
( 


State 


Zip 
Home 


TF99 
Business 


Phone 


Tax-free  opportunities:  call  1-800-638-5660 


i 


1986  Ftfnd  Ratings 


Fund  distributor 

Type  oi  fund 

Pax  World  Fund 

224  State  Street 

Portsmouth,  NH  0.3801 

603-431-8022  (local) 

Exchanse  privilege:  No 

Pax  World  Fund 

balanced 

Penn  Square  Management 

PO  Box  14 ly 

Reading,  PA  19603 

215-670-1031*  (local) 

800-523  8440  (out  of  state) 

Exchange  privilege;  No 

Penn  Square  Mutual  Fund 

stock 

Pennsylvania  Mutual  Fund 

1414  Avenue  ot  the  Americas 

New  York,  NY  10019 

212-355-7311  (local) 

800-221-4268  (out  of  state) 

Exchange  privilege:  Yes 

Pennsylvania  Mutual  Fund 

stock 

Permanent  Portfolio  Fund 

PO  Box  5847 

Austin,  TX  78763 

512-453-7558  (local) 

800-531-5142  (out  of  state) 

Exchange  privilege:  No 

Permanent  Portfolio  Fund 

stock 

PFS  Management  Services 

5400  University  Avenue 

West  Des  Moines,  lA  50265 

800-422-3175  (local) 

800-247-4170  (out  of  state) 

Exchange  privilege:  Yes 

Farm  Bureau  Growth  Fund 

stock 

Phoenix  Equity  Planning  Corp 

One  American  Row 

Hartlord,  CT  061 15 

203-278-8050*  (local) 

800-243-4361  (out  of  state) 

Exchange  privilege:  Yes 

r-C  Capital  Fund 

stock 

Phoenix  Balanced  Fund 

balanced 

Phoenix  Convertible  Fund 

stock 

Phoenix  Growth  Fund 

stock 

Phoenix  Fligh  Quality  Bond  Fund 

bond  fii  preferred 

Phoenix  High  Yield  Fund 

bond  &  preferred 

Phoenix  Stock  Fund 

stock 

Pilgrim  Distributors 

One  Executive  Drive 

Fort  Lee,  NJ  07024 

201-461-7500  (local) 

800-526-0475  (out  of  state) 

Exchange  privilege:  Yes 

Pilgrim  GNMA  Fund 

bond  &.  preferred 

Pilgrim  High  Yield  Trust 

bond  &  preferred 

Pilgrim  MagnaCap  Fund 

stock 

Pilgrim  Preferred  Fund 

bond  &.  preferred 

Fund  distributor  T^yp^  oi  fund 


Pioneer  Group 

60  State  Street 
Boston,  MA  02109 
617-742-7825*  (local) 
800-225-6292  (out  of  state) 
Exchange  privilege:  Yes 


Pioneer  Bond  Fund 

bond  &.  preferred  1 

Pioneer  Fund 

stock 

Pioneer  II 

stock 

Pioneer  Three 

stock 

Prescott,  Ball  &  Turben 

230  West  Monroe  Street 

Chicago,  IL  60606 

800-572-4437  (local) 

800-621-7321  (out  of  state) 

Exchange  privilege:  Yes 

Selected  American  Shares 

stock 

Selected  Special  Shares 

stock 

T  Rowe  Price  Associates 

 1 

100  East  Pratt  Street 

Baltimore,  MD  21202 

301-547-2308*  (local) 

800-638-5660  (out  of  state) 

Exchange  privilege:  Yes 

T 

Rowe 

Price 

Equity  Income  Fund 

stock 

T 

Rowe 

Price 

GNMA  Fund 

bond  &  preferred 

T 

Rowe 

Price 

Growth  &  Income  Fund 

stock 

T 

Rowe 

Price 

Growth  Stock  Fund 

stock 

T 

Rowe 

Price 

High  Yield  Fund 

bond  &  preferred 

T 

Rowe 

Price 

International  Fund 

foreign 

T 

Rowe 

Price 

New  America  Growth  Fund 

stock 

T 

Rowe 

Price 

New  Era  Fund 

stock 

T 

Rowe 

Price 

New  Horizons  Fund 

stock 

T 

Rowe 

Price 

New  Income  Fund 

bond  &.  preferred 

T 

Rowe 

Price 

Prime  Reserve  Fund 

money  market 

T 

Rowe 

Price 

Short-Term  Bond  Fund 

bond  &  preferred 

T 

Rowe 

Price 

Tax-Exempt  Money  Fund 

money  market 

T 

Rowe 

Price 

Tax-Free  High  Yield  Fund 

municipal  bond 

T 

Rowe 

Price 

Tax-Free  Income  Fund 

municipal  bond 

T 

Rowe 

Price 

Tax-Free  Short  Intermediate 

municipal  bond 

T 

Rowe 

Price 

US  Treasury  Money  Fund 

money  market 

Princor  Financial  Services  Corp 

711  High  Street 
Des  Moines,  lA  50309 
515-247-571  1  (local) 
Exchange  privilege:  Yes 

BLC  Capital  Accumulation  Fund  stock 
BLC  Government  Securities  Income  Fund  bond  &.  preferred 


BLC  Growth  Fund 
BLC  Tax-Exempt  Bond  Fund 


1 


*V('ill  accept  ct)llect  calls 


us  SPRINT  ANNOUNCES 

AN  INCREMBiy  RADICAL 
NEWCONaPTINTHE 
TELECOMMUNICATIONS 

INDUSTRY: 


ASALL 


It's  never  happened  before.  Not  like  this. 
Not  in  this  business. 

The  US  Sprint  Charter  Customer  Offer.* 
It  s  your  opportunity  to  lock  in  major 
savings  on  long  distance. 
Here's  how  it  works.  When  you  sign  up  for 
any  major  US  Sprint  business  service  between 
now  and  September  30th,  you'll  get  an  extra  bonus 
discount  of  10%  on  that  new  service. 
For  one  full  year. 

And  you  can  even  get  the  same  discount  if  you 
order  new  US  Sprint  service  at  home. 

This  discount  is  on  top  of  US  Sprint's  new  low 
rates,  which  are,  of  course,  lower  than  ATST 
and  MCI. 

And  it's  on  top  of  any  additional  savings  you'll 
enjoy  thanks  to  US  Sprint  Volume  Discounts. 
And,  finally  you'll  be  signing  up  with  the  only  company  in  America  that's  building  a  coast-to-coast,  100%  fiber 
>ptic  network,  to  give  you  the  dearest  sound  quality  you've  ever  heard  over  a  telephone.  Quality  so  surprisingly 
rystal  dear  that  3  out  of  5  business  people  preferred  US  Sprint  fiber  optic  lines  over  the  typical  lines  of  AT&T 
m  their  very  first  call 

The  US  Sprint  Charter  Customer  Offer.  It's  never  happened  before.  Not  tike  this.  Not  in  this  business. 
Make  it  happen  for  you.  Call  now  and  find  out  more.  1-800-527-6972 


US  Sprint 

"SOUNCS  lIKE  YOU'RE  RIGHT  NEXT  DOOR." 


International  calls  excluded  Fiber  completion  1987  c  1986  US  Sprint  Communications  Company.  '«>  Sprint  is  a  registered  trademark  of  US  Sprint  Communications  Company 


1986  Fund  Ratings 


Fund  distributor 


Type  of  fund 


Prudential-Bache 

1  Seaport  Plaza 
New  York,  NY  10292 
212-214-1234  (local] 
800-872-7787  |out  of  state) 
Exchange  privilege:  Yes 


Command  Government  Fund  money  market 

Command  Money  Fund  money  market 

Command  Tax-Free  Fund  money  market 

Prudential-Bache  California  Municipal  municipal  bond 
Prudential-Bache  Equity  Fund  stock 
Prudential-Bache  Global  Fund  foreign 

Prudential-Bache  GNMA  Fund  bond  &  preferred 

Prudential-Bache  Government  Plus  Fund  bond  &  preferred 
Prudential-Bache  Govt  Secs-Intermediate  Term       bond  &  preferred 

Prudential-Bache  Govt  Secs-MM  money  market 
Prudential-Bache  Growth  Opportunity  stock 

Prudential-Bache  High  Yield  Fund  bond  &  preferred 

Prudential-Bache  High  Yield  Municipals  municipal  bond 
Prudential-Bache  IncomeVertible  stock 

Prudential-Bache  MoneyMart  Assets  money  market 

Prudential-Bache  Muni-Arizona  municipal  bond 

Prudential-Bache  Muni-Georgia  municipal  bond 

Prudential-Bache  Muni-Maryland  municipal  bond 

Prudential-Bache  Muni-Massachusetts  municipal  bond 

Prudential-Bache  Muni-Michigan  municipal  bond 

Prudential-Bache  Muni-Minnesota  municipal  bond 

Prudential-Bache  Muni-New  York  municipal  bond 

Prudential-Bache  Muni-New  York  MM  money  market 

Prudential-Bache  Muni-N  Carolina  municipal  bond 

Prudential-Bache  Muni-Ohio  municipal  bond 

Prudential-Bache  Muni-Oregon  municipal  bond 
Prudential-Bache  Option  Growth  Fund  stock 
Prudential-Bache  Research  Fund  stock 

Prudential-Bache  Tax-Free  Money  Fund  money  market 
Prudential-Bache  Utility  Fund  stock 


Putnam  Financial  Services 

1  Post  Office  Square 
Boston,  MA  02109 
617-292-1000*  (local) 
800-225-1581  (out  of  state) 
Exchange  privilege:  Yes 


Depositors  Investment-Aggressive  Growth  stock 

Depositors  Investment-Capita!  Growth  stock 

Depositors  Investment-Government  Sees  bond  &  preferred 

Putnam  California  Tax  Exempt  Income  municipal  bond 

Putnam  Capital  Fund  stock 

Putnam  Convertible  Income-Growth  stock 

Putnam  Daily  Dividend  Trust  money  market 

Putnam  Energy-Resources  Trust  stock 

Putnam  Fund  for  Growth  &  Income  stock 

George  Putnam  Fund  of  Boston  balanced 

Putnam  GNMA  Plus  Trust  bond  &  preferred 

Putnam  Health  Sciences  Trust  stock 

Putnam  High  Income  Government  Trust  bond  &.  preferred 

Putnam  High  Yield  Trust  bond  &.  preferred 

Putnam  High  Yield  Trust  II  bond  preferred 

Putnam  Income  Fund  bond  preferred 

Putnam  Information  Sciences  Trust  otiick 

Putnam  International  Equities  ''und  f-ireign 

Putnam  fnvistors  Fund  sti'ck 

Putnam  New  York  Tax  Exempt  income  Fund  munit  :j) a!  bond 

Putnam  Option  Income  Trust  slock 

Putnam  Option  Income  Trust  II  stock 

Putnam  r^»x  Exempt  Income  Fund  municipal  bond 

Putnam  Tax-Free  Income-High  Yield  municipal  bond 

Putnam  Tax-Fiee  Income-Insured  municipil  bond 

Putnam  US  Govi  Guaranteed  Securities  bond  ik  preferred 

Putnam  Vista  Basic  Value  stock 

Putnam  Voyager  Fund  stock 


Royce  Fund-High  Yield 

bond  &  preferred 

Royce  Fund-Value 

stock 

Rea-Graham  Fund 

10966  Chalon  Road 

Los  Angeles,  CA  90077 

213-471-1917*  (local) 

Exchange  privilege:  No 

Rea-Graham  Fund 

balanced 

Reich  &  Tang 

100  Park  Avenue 

New  York,  NY  10017 

212-370-1240*  (local) 

Exchange  privilege:  Yes 

Fund  distributor 


Type  of  fund 


Quest  Distributors 

1414  Avenue  of  the  Americas 
New  York,  NY  10019 
212-355-7311  (local) 
800-221-4268  (out  of  state) 
Exchange  privilege:  Yes 


Connecticut  Daily  Tax  Free  Income 

Daily  Dollar  Reserves 

Daily  Income  Fund 

Daily  Tax  Free  Income  Fund 

Empire  Tax  Free  Money  Market 

Gabelli  Asset  Fund 

Reich  &  Tang  Equity  Fund 

SBSF  Fund 

Short  Term  Income  Fund-Government 
Short  Term  Income  Fund-MM 
Sound  Shore  Fund 
Warburg  International  Fund 


Resrv  Partners 

810  Seventh  Avenue 
35th  Floor 

New  York,  NY  10019 
212-977-9880*  (local) 
800-223-5547  (out  of  state) 
Exchange  privilege:  Yes 


Reserve  Equity-Dreman  Contrarian 

Reserve  Fund-Government 

Reserve  Fund-Primary 

Reserve  New  York  Tax-Exempt  Trust-NY 

Reserve  Tax-Exempt-Connecticut 

Reserve  Tax-Exempt-Interstate 


Review  Distributing  Corp 

PC  Box  1537 

Fort  Washington,  PA  19034-1537 
215-887-6312*  (local) 
800-523-2578  (out  of  state) 
Exchange  privilege:  No 


Over-the-Counter  Securities  Fund 


Rightime  Fund 

The  Benson  East  Office  Plaza 
Suite  1000 

lenkintown,  PA  19046 
800-222-3317  (local) 
800-242-1421  (out  of  state)  • 
Exchange  privilege:  No 


Rightime  Fund 


R|  Financial 

1400  66th  Street  North 
St  Petersburg,  FL  33710 
813-381-3800  (local) 
Exchange  privilege:  Yes 


money  market 
money  market 
money  market 
money  market 
money  market 

stock 

stock 

stock 
money  market 
money  market 

stock 
forcif^n 


1 


stock 
money  market 
money  market 
money  market 
money  market 
money  market 


stock 


stock 


Heritage  Capital  Appreciation 


stock 


•Will  accept  collect  calls 


WE  DO  IT  ALL 


Innovation  is  nothing  new  to  Adler- Royal.  Forever  80  years  we  have  enjoyed 
the  reputation  for  building  the  world's  finest  typewriters. 

All  Adler  and  Royal  electronic  typewriters  are  interfaceable  to  our  Textriter 
word  processors.  And  the  same  superb  craftsmanship,  quality  control  and 
automated  functions  that  have  made  our  innovative  typewriters  industry  leaders, 
are  also  important  elements  of  our  other  office  machines. 

For  example,  we  have  a  complete  line  of  dependable,  full-featured  copiers. 
And  a  wide  selection  of  multi-function  calculators  and  cash  registers  for  every  need. 

But  the  best  feature  is  the  one  built  into  every  Adler  and  Royal  office 
prixluct.  Reliability.  The  quality  is  free. 

Satisfy  all  your  office  machine  needs  with  just  one  phone  call.  Check  the 
Yellow  Pages  for  your  authorized  Adler  or  Royal  office  machine 
dealer  Or  caU  toll-free  1-800-228-2028,  ext.  39  (Adler); 
;  '  ext.  47  (Royal).  In  Nebraska,  1-800-642-8300. 
^^^^  Adler- Royal  Business  Machines,  Inc.,  1600 

Route  22,  Union,  NJ  07083 


77IADLER-ROVAL 
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1986  Fund  Ratings 


Fund  distributor 

Type  of  fund 

^7Q  ParW  Avpniip 

Unrhpster  NY  14607 

716-442-5500*  (local) 

Exchange  privilege:  Yes 

Rochester  Tax  Managed  Fund 

stock 

I  F  Rnth<ichild  IlnterhpfQ  Xowhin 

SS  WariT  Street 

New  Ynrl:  NY  10041 

7  1  9-4 1 7- 1000  (Inrall 

Exchange  privilege:  No 

LF  Rothschild  Earnings  &  Liquidity 

money  market 

LF  Rothschild  Exempt  Fund 

money  market 

Riianp   (^iinniTT  ffi  (~^n 

I  ^70  Avpniif*  nr  fhp  Amprira^ 

New  York,  NY  10019 

7  1  ?-94'i-4'i00  (Inrall 

Exchange  privilege:  No 

Sequoia  Fund 

stock 

Rushmore  Investment  Brokers 

4922  Fairmont  Avenue 

Bethesda,  MD  20814 

.^Ol-fiSZ-lSOO'  (locall 

800-343-3355  (out  of  state] 

Fund  for  Govt  Investors 

money  market 

Fund  for  Tax-Free  Investors-Intermediate 

municipal  bond 

Fund  for  Tax-Free  Investors-Long-Term 

municipal  bond 

Rushmore  Fund-Ginnie  Mae 

bond  &.  preferred 

SA  Russell  &  Co 

700  Parlf  Avpniip 

Suite  45 1  5 

New  York,  NY  10017 

212-697-6666  (local) 

800-228-4227  (out  of  state) 

Exchange  privilege:  No 

Trinity  Liquid  Assets  Trust 

money  market 

Morton  H  Sachs  &  Co 

1346  South  Third  Street 

Louisville,  KY  40208 

502-6^6-56^^  (lorall 

Exchange  privilege:  Yes 

Fflirmont  Fund 

stock 

Safeco  Securities 

Safeco  Plaza 

Seattle,  WA  98185 

906-'>4'i-'i^^0  llnrall 

800-426-6730  (out  of  state) 

Exchange  privilege:  Yes 

Safeco  California  Tax-Free  Income  Fund 

municipal  bond 

Safeco  Equity  Fund 

stock 

Safeco  Growth  Fund 

stock 

Safeco  Income  Fund 

stock 

Safeco  Municipal  Bond  Fund 

municipal  bond 

•V:'!!!  accept  collec-  calls 


Fund  distributor 

Type  of  fund 

Scudder  Fund  Distributors 

175  Federal  Street 

Boston,  MA  02110 

800-225-2470  (local) 

800-453-3305  (out  of  state) 

Exchange  privilege:  Yes 

Scudder  California  Tax-Free  Fund 

municipal  bond 

Scudder  Capital  Growth  Fund 

stock 

Scudder  Cash  Investment  Trust 

money  market 

Scudder  Development  Fund 

stock 

Scudder  Government  Money  Fund 

money  market 

Scudder  Government  Mortgage  Securities               bond  &.  preferred 

Scudder  Growth  &  Income  Fund 

stock 

Scudder  Income  Fund 

bond  &  preferred 

Scudder  International  Fund 

foreign 

Scudder  Managed  Municipal  Bonds 

municipal  bond 

Scudder  New  York  Tax  Free  Fund 

municipal  bond 

scuauer  target  runo-ijeneral  ivo/ 

bond  &  preferred 

Scudder  Target  Fund-General  1990 

bond  &.  preferred 

Scudder  target  rund-lieneral  1974 

bond  &.  preferred 

Scudder  Target  Fund-Government  1990 

bond  &  preferred 

Scudder  Tax-Free  Money  Fund 

money  market 

Scudder  Tax-Free  Target-1987 

municipal  bond 

Scudder  Tax-Free  Target- 1990 

municipal  bond 

Scudder  Tax-Free  Target-1993 

municipal  bond 

Scudder  Tax  Free  Target-1996 

municipal  bond 

Securities  Fund  Investors 

PO  Box  3942 

St  Petersburg,  FL  33731 

813-823-8712  (local) 

800-237-0738  (out  of  state) 

Exchange  privilege:  Yes 

Templeton  Foreign  Fund 

foreign 

Templeton  Global  I 

stock 

Templeton  Global  II 

stock 

Templeton  Growth  Fund 

stock 

Templeton  World  Fund 

stock 

Securities  Management  &  Research 

Moody  &.  Market  Streets 

Galveston,  TX  77550 

800-392-9753  (local) 

800-231-4639  (out  of  state) 

Exchange  privilege:  Yes 

American  National  Bond  Fund 

bond  &.  preferred 

American  National  Growth  Fund 

stock 

American  National  Income  Fund 

stock 

Security  Distributors 

700  Harrison  Street 

Topeka,  KS  66636 

913-295-3127  (local) 

800-255-2461  (out  of  state) 

Exchange  privilege:  Yes 

Security  Action  Fund 

stock 

Security  Cash  Fund 

money  market 

Security  Equity  Fund 

stock 

Security  Income  Fund-Corporate  Bonds 

bond  &  preferred 

Security  Investment  Fund 

stock 

Security  Omni  Fund 

stock 

Security  Tax-Exempt  Fund 

municipal  bond 

Security  Ultra  Fund  ^ 

stock 
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FORRFS  SFPTFMRFB  S   I Q86 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 

July  28,  1986 

2,300,000  Shares 

TRI-STAR  PICTURES,  INC. 

Common  Stock 


PICTURES 


Price  $\2  per  Share 


Copies  of  the  Prospectus  may  be  obtained  from  the  undersigned  only  in  States  where  the 
undersigned  may  legally  offer  these  securities  in  compliance  with  the  securities  laws  thereof. 

Allen  8C  Company  Incorporated 

The  First  Boston  Corporation 

Merrill  Lynch  Capital  Markets 

Shearson  Lehman  Brothers  Inc. 


New  Issue 


^65,000,000 

TRI-ST4R  PICTURES,  INC. 


7y8%  Convertible  Subordinated  Debentures  due  July  15,  2006 

Interest  payable  July  15  and  January  15 

The  Debentures  are  convertible  at  any  time,  unless  previously  redeemed,  into  shares 
of  Common  Stock  of  the  Company  at  a  conversion  price  of  $14.88  per 
share,  subject  to  adjustment  under  certain  circumstances. 


Mi 

/tr\ 

/STAlK 

PICTURE  S 

Price  100% 

(Plus  accrued  interest,  if  any,  from  the  date  of  delivery) 


Copies  of  the  Prospectus  may  be  obtained  from  the  undersigned  only  in  States  where  the 
undersigned  may  legally  offer  these  securities  in  compliance  with  the  securities  laws  thereof. 


Allen  &  Company  Incorporated 

The  First  Boston  Corporation 

Merrill  Lynch  Capital  Markets 

Shearson  Lehman  Brothers  Inc. 


1986  Fund  Ratings 


Fund  distributor 

T'vnp  nf  fiinH 

X  lUIIU 

1  RjiiL'cr*;   Triitit  Pl;)7  i 

Kiew  York  NY  1  00fl6 

knn.ll  1  -94.^0  (nut  nf  <;tat(*l 

Fvplnntji'  fii'ivi!f*uf*  T  PI 



Selignian  Calif  T-E-High  Yield 

municipal  bond 

Selij;niaii  Calif  T-E-Quality 

municipal  bond 

Selignian  Capital  Fund 

stock 

Seligman  Cash  Management-Prime 

money  market 

Seligman  Common  Stock  Fund 

stock 

Seligman  Communications  &  Information 

stock 

Seligman  Growth  Fund 

stock 

Seligman  High  Inc-High  Yield  Bond 

bond  &  preferred 

Seligman  High  Inc-Secured  Mortgage 

bond  &  preferred 

Seligman  High  Inc-US  Govt  Guaranteed 

bond  &  preferred 

Seligman  Income  Fund 

balanced 

Seligman  Tax  Exempt-Colorado 

municipal  bond 

Seligman  Tax  Exempt-Louisiana 

municipal  bond 

Seligman  Tax  Exempt-Maryland 

municipal  bond 

Seligman  Tax-Exempt-Massachusetts 

municipal  bond 

Seligman  Tax  Exempt-Michigan 

municipal  bond 

Seligman  Tax-Exempt-Minnesota 

municipal  bond 

Seligman  Tax  Exempt-National 

municipal  bond 

Seligman  Tax-Exempt-New  York 

municipal  bond 

Seligman  Tax  Exempt-Ohio 

municipal  bond 

Sentry  Equity  Services 

1800  North  Point  Drive 

Stevens  Point,  WI  54481 

800-472-0280  (locall 

ttU(J-»zD-UzoC)  [out  01  State] 

Exchange  privilege:  Yes 

Sentry  Fund 

stock 

Shearson  Lehman  Brothers 

American  Express  Tower 

^Vorid  Financial  Center 

New  York,  NY  10285 

Call  your  local  Shearson 

Lehman  representative 

Exchange  privilege:  Yes 

Shearson  Aggressive  Growth  Fund 

stock 

Shearson  Appreciation  Fund 

stock 

Shearson  California  Daily  Tax-Free 

money  market 

Shearson  California  Municipals 

municipal  bond 

Shearson  Daily  Dividend 

money  market 

Shearson  Daily  Tax-Free  Dividend 

money  market 

Shearson  FMA  Cash  Fund 

money  market 

Shearson  FMA  Government  Fund 

money  market 

Shearson  FMA  Municipal  Fund 

money  market 

Shearson  Fundamental  Value  Fund 

stock 

Shearson  Global  Opportunities 

foreign 

Shearson  Government  &  Agencies 

money  market 

Shearson  High  Yield  Fund 

bond  &  preferred 

Shearson  Lehman-Equity  Growth 

stock 

Shearson  Lehman-Equity  Plus 

stock 

Shearson  Lehman-Intermediate  Govt  Sees 

bond  preferred 

Shearson  Lehman-International  Equity 

stock 

Shearson  l  ehman-Long  Term  Govt  Sees 

bond  &  preferred 

Shearson  Lehman-Option  Income 

stock 

Shearson  LehniSn-Tax-Exempt  Income 

municipal  bond 

Shearson  .M;inaged  Governments 

bond  &  preferred 

Shearson  Managed  Municipals 

municipal  bond 

Shearson  N'sw  York  Municipals 

municipal  bond 

Shearson  N  Y  Daily  Tax-Free  Fund 

money  market 

Sherman.  Pe;i;i  s^  'riv 

6061  NW  1  xj 

San  Antonio. 

5 12-734-1488  ; 

Exchange  priviu 

Sherman,  Dean  1  iiiui 

stock 

■^'lil  accept  collect  calls 


Fund  distributor 

Type  of  func 

Sierra  Growth  Fund 

1880  Century  Park  East 

Suite  717 

Los  Angeles,  CA  90067 

213-277-1450  |local| 

Exchange  privilege:  No 

Sierra  Growth  Fund 


stock 


Sigma  Investor  Services 

3801  Kennett  Pike 
Greenville  Center  C-200 
Wilmington,  DE  19802 
302-652-3091*  (local] 
800-441-9490  (out  of  state) 
Exchange  privilege:  Yes 


Sigma  Capital  Shares 
Sigma  Income  Shares 
Sigma  Investment  Shares 
Sigma  Special  Fund 
Sigma  Tax-Free  Bond  Fund 
Sigma  Trust  Shares 
Sigma  Venture  Shares 
Sigma  World  Fund 


stock 
bond  &.  preferred 
stock 
stock 
municipal  bond] 
balanced 
stock 
foreign 


Sit  Investment  Associates 

1714  First  Bank  Place  West 
Minneapolis,  MN  55402 
612-332-3223  (local) 
Exchange  privilege:  Yes 


New  Beginning  Growth  Fund 
New  Beginning  Yield  Fund 


stock 
bond  &  preferred 


Smith  Barney,  Harris  Upham  &  Co 

333  West  34th  Street 
New  York,  NY  10001 
212-356-2631  (local) 
Exchange  privilege:  Yes 


National  Liquid  Reserves-Cash 
National  Liquid  Reserves-Government 
National  Liquid  Reserves-Retirement 
Smith  Barney  Equity  Fund 
Smith  Barney  Funds-Income  Return 
Smith  Barney  Funds-US  Government 
Smith  Barney-Income  &  Growth 
Tax  Free  Money  Fund 
Vantage  Money  Market-Cash 
Vantage  Money  Market-Government 


money  market 
money  market 
money  market 
stock 
bond  &.  preferred 
bond  &.  preferred 
stock 
money  market 
money  market 
money  market 


Sogen  Securities  Corp 

520  Madison  Avenue 
New  York,  NY  10022 
212-832-0022*  (local) 
Exchange  privilege:  No 


Sogen  International  Fund 


stock 


Sovereign  Advisers 

985  Old  Eagle  School  Road 
Suite  515A 
Wayne,  PA  19087 
215-254-0703  (local) 
Exchange  privilege:  No 


Sovereign  Investors 


stock 


State  Bond  Sales  Corp 

Investment  Department 
100-106  North  Minnesota  Street 
New  Ulm,  MN  56073 
507-354-2144*  (local) 
800-328-4735  (out  of  state) 
Exchange  privilege:  Y'es 


State  Bond  Common  Stock  Fund 
State  Bond  Diversified  Fund 
State  Bond  Progress  Fund 
State  Bond  Tax  Exempt  Fund 


stock 
stock 
stock 
municipal  bond 


As  employees  giow  more  gray 
so  does  the  issue  of  ^\llo 
for  their  fiituretealtfi  care. 


Jowly  but  surely,  America  is  growing 
r.  And  as  our  workforce  also  grows  older, 
ssue  of  who  will  pay  for  an  employee's 
th  care  needs  after  retirement  becomes 
e  complex. 

ndividual  savings  are  seldom  enough. 
;rnment  programs  like  Social  Security 
icare  and  Medicaid  are  already  strained, 
according  to  some  estimates,  com- 
es who  have  health  care  benefit  plans  for 
ees  are  currently  facing  up  to  2  trillion 
irs  in  unfunded  fiiaire  liabilities. 
'Jearly  new  Idm  are  needed  tor  solving 
:omplex  issue  of  health  care  for  retirees, 
it  NWNL  Group,  we're  working  on  a 


solution.  It's  a  program  called  LifeScope?"  it's 
designed  to  provide  health  and  financial 
seairity  tor  a  person's  working  and  retirement 
years  by  sharing  financial  responsibility 
among  participating  individuals,  employers 
and  health  care  providers. 

LifeScope'"  will  be  implemented  through 
traditional  employee  benefit  channels.  But  its 
comprehensive  approach  to  retirement  Ccire 
is  unequalled  in  the  history  of  employee 
benefits. 

Obviously  for  an  idea  of  this  magnitude  to 
succeed,  it  will  require  the  help  of  govern- 
ment legislation,  the  participation  of  health 
care  providers  and  the  support  of  business  in 


making  LifeScope'"  available  to  employees. 

NWNL  Group  invites  each  of  these  institu- 
tions to  join  us  in  shaping  our  plan.  Contact 
Ginny  Patrick,  NWNL  Group,  Box  20,  Min- 
neapolis, MN  55440  or  call  612-372-5784  for 
a  detailed  report  on  the  problem  and  how 
we  can  solve  it  together 

Quite  obviously  our  task  is  enormous. 
But  so  is  the  need. 

THE  EARTHINGS  CHANGE. 
THE  MORE  YOU  NEED  NWTC 

NWNL  GROUP 


A  division  of  Norlhwestcrn  National  Ufe  liisumncf  (lonipaiiy,  Minneapolis,  MN  (noladniiHt'd  in  itie  Sute  of  New  York)  The  North  AiJantic  Lite  Insurance  (.ompain  ot  America,  Jericho,  N"i  (A  nienilHT  ol  the  N'Vl'NL  Companies) 
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Fund  distributor 

Type  01  lund 

State  Street  Research  &  Management 

1  Fin«incial  Center 

Boston,  MA  021 J I 

617-482-3920  (locali 

Fvrhanpp  nrivilfPt*  No 

State  Street  Investment  Corp 

stock 

Steudman  Fnnd^t 

1 7M  K  Strcft  NW 

Suite  904 

Washington,  DC  20006 

202-223-1000  (local) 

800-424-8570  (out  of  slate] 

Exchange  privilege:  Yes 

Steadman  American  Industry  Fund 

stock 

Steadman  Associated  Fund 

stock 

Steadman  Investment  Fund 

stock 

Steadman  Occanographic  Technology  &  Growth 

stock 

Stein  Roe  &.  Farnham 

PO  Box  1162 

Chicago,  IL  60690 

312-368-7826*  (local| 

800-621-0320  (out  of  state) 

Exchange  privilege:  Yes 

-- 

Stem  Roe  &  Farnham  Capital  Opportunity 

stock 

Stein  Roe  &  Farnham  Stock  Fund 

stock 

SteinRoe  Cash  Reserves 

money  market 

SteinRoe  Discovery  Fund 

stock 

SteinRoe  Governments  Plus 

bond  &  preferred 

SteinRoe  High-Yield  Bonds 

bond  &  preferred 

SteinRoe  High- Yield  Municipals 

municipal  bond 

SteinRoe  Intermediate  Municipals 

municipal  bond 

SteinRoe  Managed  Bonds 

bond  &  preferred 

SteinRoe  Special  Fund 

stock 

SteinRoe  Tax-Exempt  Bond  Fund 

municipal  bond 

SteinRoe  Tax-Exempt  Money  Fund 

money  market 

SteinRoe  Total  Return  Fund 

balanced 

SteinRoe  Universe  Fund 

stock 

Strategic  Distributors 

2030  Royal  Lane 

Dallas,  TX  75229 

214-484-1326*  (local) 

800-527-5027  (out  of  state) 

Exchange  privilege:  Yes 

Strategic  Capital  Gains 

stock 

Strategic  Investments  Fund 

Strategic  Silver  Fund 

stock 

Stratton  Management 

PO  Box  550 

Blue  Bell,  PA  19422 

215-542-8025*  (local) 

Exchange  privilege:  Yes 

Stratton  Growth  Fund 

stock 

Stratton  Monthl>'  Dividend  Shares 

stock 

Strong/Corneliuson  Capital  Management 

815  East  Mason  Street 

Suite  16i:) 

Milwaukee.  ^VI  53202 

414-765-0620'  'local) 

800-368-3863  (out  of  state) 

Exchange  privilege:  Yes 

Strong  Income  Fund 

bond  preferred 

Strong  Investment  Fund 

balanced 

Strong  Opport-Ji:;  y  ^ui/d 

stock 

Strong  Total  Reiiim  ;-\u;  :i 

balanced 

•Will  accept  collect  calls 


Fund  distributor 

Type  of  fund 

Tenneco  Asset  Planning  Co 

1100  Milam 
Suite  3500 
Houston,  TX  77002 
713-757-2222  (local) 
800-262-6686  (out  of  state) 
Exchange  privilege:  Yes 

Cashman  Farrell  Value  Fund 
Fund  of  the  Southwest 
Investors  Income  Fund 
PBHG  Growth  Fund 
US  Trend  Fund 

stock 
stock 
bond  &  preferred 
stock 
stock 

Thomson  McKinnon  Asset  Management 

1  New  York  Plaza 
New  York,  NY  10004 
212-482-5894  (local) 
800-628-1237  (out  of  state) 
Exchange  privilege:  Yes 

Thomson  McKinnon  Growth  Fund 
Thomson  McKinnon  Income  Fund 
Thomson  McKinnon  Opportunity  Fund 
Thomson  McKinnon  Tax-Exempt  Fund 
Thomson  McKinnon  US  Government  Fund 

stock 
bond  &.  preferred 

stock 
municipal  bond 
bond  &  preferred 

Thornburg  Management 

123  East  Macy  Street 
Suite  202 

Santa  Fe,  NM  87501 
505-984-0200  (local) 
800-847-0200  (out  of  state) 
Exchange  privilege:  No 

Limited  Term  Municipal  Fund 

municipal  bond 

Transamerica  Investment  Services 

PO  Box  2438 
Los  Angeles,  CA  90051 
213-742-2222*  (local) 
800-343-6840  (out  of  state) 
Exchange  privilege:  No 

Transamerica  Cash  Reserve 

money  market 

Transatlantic  Fund 

100  Wall  Street 
New  York,  NY  10005 
212-747-0440  (local) 
800-233-9164  (out  of  state) 
Exchange  privilege:  No 

Transatlantic  Fund 

foreign 

Trusteed  Funds 

1  Wmthiop  Square 
Boston,  MA  021 10 
800-462-1199  (local) 
800-343-2902  (out  of  state) 
Exchange  privilege:  Yes 

Commonwealth  Indenture  of  Trust  Plan  C 
Commonwealth  Indenture  of  Trust  Plans  A&B 
GPM  Fund 

stock 
stock 
balanced 

Tucker  Anthony  &  RL  Day 

1  Beacon  Street 
Boston,  MA  02108 
800-392-6037  (local) 
800-225-6258  (out  of  state) 
Exchange  privilege:  Yes 

Freedom  Gold  &  Government  Fund 
Freedom  Government  Plus  Fund 
Freedom  Regional  Bank  Fund 
Tucker  Anthony  Cash  Mgmt  Fund 
Tucker  Anthony  Govt  Sees  Fund 
Tucker  Anthony  Tax-Exempt  Money 

stock 
bond  &  preferred 

stock 
money  market 
money  market 
money  market 
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WHERE  DO 
COMPANIES 
THAT  HELP  OTHER 
COMPANIES  GO 
PUBUC 
GO  PUBLIC? 

One  marketplace  is  the  overwhelming  favorite. 
The  New  York  Stock  Exchange. 

Most  major  investment  firms  have  their  symbols  racing  across 
our  tape?  Our  newest  arrivals  include  Bear'Steams,  Morgan  Stanley, 

.'ind  L.F.  Rothst  hikI,  riitcrbcfL;.  Towbin.  Each  of  wliom,  on  makini> 


their  initial  public  offering,  came  to  the  NYSE  straightaway.  With  no 
detours  through  other  markets. 

And  they're  not  alone.  Companies  of  every  description 
are  listing  directly  at  11  Wall  Street  these  days.  (Over  75  of  them 
since  1983.) 

They've  all  come  to  the  NYSE  for  basically  the  same  reasons. 
We're  the  world's  most  active  and  most  actively  followed  market. 
Which  brings  unparalleled  visibility  plus  the  deepest,  most  liquid 
trading  environment  to  every  listed  company. 

We're  also  the  world's  most  orderly  market,  which  brings 
something  even  more  important:  the  assurance  that  they  and  their 
shareholders  will  be  treated  fairly. 

If  you'd  like  to  know  more  about  going  public  at  the  NYSE, 
ask  your  favorite  investment  bankers.  Chances  are  good  they'll  be 
speaking  from  experience. 


New  York 
Stock  Exchange 


•e  Advest  Group,  Inc  .  A  G,  Edwards,  Inc  ,  The  Bear  Stearns  Companies  Inc  ,  First  Boston,  Inc.,  Gruntal  Financial  Corp  ,  TheE.  R  Hutlon  Group  Inc.,  Inter  Regional  Financial  Group,  Inc.,  Interstate 
unties,  Inc  ,  Legg  Mason,  Inc  ,  McDonald  &  Company  Investments,  Inc.,  Merrill  Lynch  &  Co  ,  Incorporated,  Morgan  Stanley  Group,  Inc.  Paine  Webber  Group  Inc.,  Salomon  Inc.,  The  Quick  &  Reilly 
up,  Inc  ,  L  F  Rothschild,  Unterberg,  Towbin  Holdings,  Inc.,  Morgan  Keegan.  Inc.,  RJ  Financial  Corporation,  Rodman  cS.  Renshaw  Capital  Group,  Inc  i986Nfw»oRK  stock  exchange  inc 


The  image  of  the  sedate  executive  refreshing  himself  in  a  luxurious 
marble  waslii*a3m  is  a  myth.  Reality  is  erasing  a  five  o'clock  shadow  at  35,000  fe 
en  route  to  a  meeting  across  country 

American  Airlines  knows  how  it  is.  When  you're  grooming  yourself  for 
success,  if  business  calls,  you  answer 

To  help  you  along  the  way  we  make  flying  hassle-free.  With  convenience 


e  pre-reserved  seating  and  advance  boarding  passes,  so  you  move  quickly 

'ough  airports  instead  of  standing  in  line. 

At  American,  making  your  heaic  business  life  run  smoother  isn't  just  some- 

ng  we  want  to  do.  Its  something  we  have  to  do.  _  .        A"  r 

After  all,  our  performance  affects  yours.      AmGriCdn  AirllTlGS 
And  your  success  determines  ours.  Somethingspecial in  tioeam 
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Fund  distributor 

Type  of  fund 

Twentieth  Century  Investors 

60.S  West  47th  Street 

Kansas  City,  MO  64112 

816-531-5575  (local) 

800-345-2021  (all  states) 

Exchange  privilege:  Yes 

Twentieth  Century  Cash  Reserve 

money  market 

Twentieth  Century  Giftrust  Investors 

stock 

Twentieth  Century  Growth  Investors 

stock 

Twentieth  Century  Select  Investors 

stock 

Twentieth  Century  Ultra  Investors 

stock 

Twentieth  Century  US  Govt  Investors 

bond  preferred 

Twentieth  Century  Vista  Investors 

stock 

Unified  Management  Corp 

600  Guaranty  Building 

Indianapolis,  IN  46204 

317-634-3300  (local) 

finn  ftA^  71^1   (lilt  nf  cfatpl 

Exchange  privilege:  Yes 

Liquid  Green  Trust 

money  market 

Unified  Growth  Fund 

stock 

Unified  Income  Fund 

balanced 

Unified  Municipal  Fund-General 

municipal  bond 

Unified  Municipal  Fund-Indiana 

municipal  bond 

Unified  Mutual  Shares  Fund 

stock 

United  Services  Advisors 

PO  Box  29467 

San  Antonio,  TX  78229-0467 

800-292-8181  (local) 

80(1-894-465^  riiif  nf  stafpl 

Exchange  privilege:  Yes 

United  Services-Gold  Shares  Fund 

stock 

United  Services-Good  &  Bad  Times  Fund 

stock 

United  Services-Growth  Fund 

stock 

United  Services-New  Prospector  Fund 

stock 

United  Services-Prospector  Fund 

stock 

United  Services-US  Treasury  Sees 

money  market 

T Tntvpr^^i  Pmffrnmc 

KJ  lit  V  C.k9al  IT  lUtll.all-19 

110  Wall  Street 

New  York,  NY  10005 

212-668-8111  (local) 

800-221-5588  (out  of  state) 

Exchange  privilege:  Yes 

Eagle  Growth  Shares 

stock 

L  fllldUCipiltd  X^UllU 

stock 

US  Boston  Investment 

6  New  England  Executive  Park 

Burlington,  MA  01803 

617-272-6420  (local) 

Exchange  privilege:  Yes 

US  Boston  Investment-Boston  I 

stock 

Fund  distributor 



Type  of  funo 

USAA  Transfer  Services 

9800  Fredricksburg  Road 

San  Antonio,  TX  78288 

512-498-7270  (local) 

800-531-8181  (out  of  state) 

Exchange  privilege:  Yes 

USAA  Investment  Trust-Cornerstone  Fund 

stock 

USAA  Investment  Trust-Gold  Fund 

stock 

USAA  Mutual-Growth  Fund 

stock 

I  TC  A  A    \^  11  til  1 1  _ I M n m Kii n H 

uuxiu  cx  piciciicu 

T  rC  A  A   Miitii'il  MM  Fiin/1 

ujaa  jviuiuai-iviivi  runa 

money  market 

TI^AA  Mtitiial.^nnhplt  Fra  FiinH 

stock 

municipal  bonci 

USAA  Tax  Exempt  Fund-Intermediate-Term 

municipal  bond 

USAA  Tax  Exempt  Fund-Money  Market 

money  market 

USAA  Tax  Exempt  Fund-Short-Term 

municipal  bond 

Valley  Forge  Fund 

PO  Box  262 

Valley  Forge,  PA  19481 

215-688-6839  (local) 

(out  of  state) 

Exchange  privilege:  No 

Valley  Forge  Fund 

stock 

Value  Line  Securities 

711  Third  Avenue 

New  York,  NY  10017 

800-223-0818  (local) 

800-223-0818  (out  of  state) 

Exchange  privilege:  Yes 

Value  Line  Aggressive  Income  Trust 

bond  &  preferred 

Value  Line  Cash  Fund 

money  market 

Value  Line  Convertible  Fund 

stock 

Value  Line  Fund 

stock 

Value  Line  Income  Fund 

stock 

Value  Line  Leveraged  Growth  Investors 

stock 

Value  Line  Special  Situations  Fund 

stock  : 

Value  Line  Tax  Exempt  Fund-High  Yield 

municipal  bond 

Value  Line  US  Government  Sees  Fund 

bond  &  preferred 

Van  Eck  Securities  Corp 

122  East  42nd  Street 

New  York,  NY  10168 

212-687-5200  (local) 

800-221-2220  (out  of  state) 

Exchange  privilege:  Yes 

Gold/Kesources  rund 

stock 

International  Investors 

foreign 

World  Trends  Fund 

balanced 

Van  Kampen  Merritt 

2  Penn  Center  Plaza 

Suite  1600 

Philadelphia,  PA  19102 

312-719-6000  (local) 

800-225-2222  (out  of  state) 

Exchange  privilege:  Yes 

Van  Kampen  Merritt  Calif  Insured  T-F 

municipal  bond 

Van  Kampen  Merritt  Insured  Tax  Free 

municipal  bond 

Van  Kampen  Merritt  T-F  High  Income 

municipal  bond 

Van  Kampen  Merritt  US  Govt  Fund 

bond  &  preferred 

'Will  accept  collect  calls 
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Commentary  from 

[6  "Recognized  Authority  in  Real  Estate  Appraisal" 


WHEN  YOU'RE 
IN  REAL  ESTATE, 
rOU  SHOULD 
INOW  THE  RULES 
OF  THE  GAME. 


le  play-by-play  in  real  estate  used  to  be  simple: 
Invest 

Property  appreciates  in  value 
Sell  property 

But  today  properties  don't  automatically  in- 
case in  value  due  to  overbuilt  markets,  slowing 
lation,  and  other  uncertainties.  To  understand 
w  a  property  is  valued  in  this  more  complex 
jna,  investors  need  to  know  the  rules  and  hire 
3  appraisers  who  foUow  them. 

Unfortunately,  not  everyone  plays  by  the  same 
les.  There  are  no  industry-wide  standards  for 
d  estate  appraisers.  Not  yet.  But  the  American 
stitute  of  Real  Estate  Appraisers  (the  Appraisal 
stitute)  has  offered  its  own  Standards  of  Pro- 
isional  Practice  as  a  model  for  nationwide  legis- 
ion  because  we  think  they  are  the  best  anywhere. 

Standard  1:  "In  developing  a  real  estate  ap- 
praisal, an  appraiser  must  be  aware  of,  under- 
stand, and  correctly  employ  those  recognized 
methods  and  techniques  that  are  necessary  to 
produce  a  credible  appraisal." 


Standard  2:  "In  reporting  the  results  of  a  real 
estate  appraisal,  an  appraiser  must  communi- 
cate each  analysis,  opinion,  and  conclusion  in  a 
manner  that  is  not  misleading." 

They  sound  simple,  but  these  two  rules  cover 
just  about  any  type  of  appraisal  assignment. 
Twenty  pages  of  explanatory  comments  accom- 
pany these  standards,  along  with  guide  notes  on 
specific  types  of  assignments  and  our  Code  of 
Professional  Ethics. 

Who  listens  to  the  Appraisal  Institute?  Federal 
agencies  and  the  leading  fedeial  mortgage  insurers 
do.  This  year,  the  FHA,  Fannie  Mae,  and  Freddie 
Mac  all  adopted  new  appraisal  guidelines  that  re- 
quire appraisers  to  consider  the  effects  of  sales 
concessions  and  atypical  financing  on  a  property's 
value.  The  Institute's  Standards  already  contained 
this  requirement. 

So,  when  you  want  to  know  the  value  of  a  prop- 
erty, hire  an  MAI  or  an  RM,  designated  members 
of  the  Institute  that  wrote  the  rules. 

Do  your  real  estate  investments  deserve  less? 


AMERICAN  INSTITUTE  OF  REAL  EST^  APPRAISERS 

of  the  NATIONAL  ASSOCIATION  OF  REALTORS 

430  N.  Michig.in  Avenue, Chicago,  I L  60611-4088 


19S6  Fund  Ratings 


Fund  distributor 

Type  of  tund 

Vanguard  Group  of  Investment  Cos 

Vanguard  Financial  Ccntci 

Valley  Forge,  PA  19482 

800-662-7447  (all  states) 

Exchange  privilege:  Yes 

municipal  bond 

Vflii^Ucifd  Explorer  Fund 

stock 

vsn^Uiiru  cajjiuici  ruiiu  ii 

stock 

bond  &.  preferred 

\/  -m  ntfirA   Civorl   In/*ATT1  P  ^f>(*Ka|-|  lU  (1   Y  1  (>  1  fl 

bond  &  preferred 

VdnuUiiru  riAcu  iiiuumc  jccs  iiivcsi  \jtiaut 

bond  6<.  preferred 

Vsngu^rd  Fixed  Income  SecS"Short  Term 

bond  preferred 

V3n^u3rd  Oeniini  H  CspitsI 

dual  purpose 

Vanguard  Gemini  II  Income 

ducil  purpose 

\/inmii*-/1    fnHfV  T'f'lict 

V dugUai u  iiiucA  1  rusi 

stock 

\/im>iiir/~i  IM        X} f>cf* r\r tn^-V fiif* Tit  1 
Vdnj^UtirU  /fl/Tl  Rcaci  VCa  rcuclal 

money  rnnrket 

Vanguard  MM  Reserves-Insured 

money  market 

\/ Tin  fill  ir/1          I\A    D  l>Cf> ri/f'CxI'f'l  tn  P 

money  market 

T/moiiiri-l  \A/[    J\Af\min  f^muitn  Fiinri 

vanguiiru  vvl  iiixjif^dn  v>iuwiii  ruiiu 

stock 

\/itnoiiarA  /Vliint  RnnH-l-Iiph  Yipin 

VdlluUttlU  iVlUllI  DtJllU  lllgll  XICIU 

municipal  bond 

\/anoiifirH  Miini  RnnH-ln<iirpn  I:nnP-'T'prm 

municipal  bond 

Vanguard  Muni  Bond-Intermediate"Term 

Vdll^UdlU  iVlUlll  DUllU  JUVIll^  ICIlll 

mumcipiil  bond 

VallgUdlU  iVlUIll  OUllU'JTliTl 

money  market 

VanpinrH  Miini  RftnH-Shnrt-'TpriTi 

ValllLUtllU   ITlUlll   UUIIU    tJllul  V  Xv-Illl 

municipal  bond 

Vanoiiarfl  \Iapc«       T'hnma^  Snpcial  Fiitin 

stock 

Vanguard  New  York  Insured  Xax"Free 

m jinir'ir^ol  nfinH 

\/ a  noil  a  ft\  Ppnncvlvania  In  vii  rpn  T'a  v-  Frpp 

VdllgUdlU  iCIlllAyiVdllla  lllaUlCU    XaA  IICC 

municipal  bt)nd 

\/ Qn (m a PfifTif>i    ar\  FiinH 

\/^noitorri  f^^iialiTiMH  T^ii/i/i^nH  1 

V diigudru  v^udiiiicu  i^iviuciiu  J 

stock 

\/ant7iiarn  r~)ii all fipri  F)i vi fipn n  II 
VdllcUalU  V^UdllilCU  UIVIUCIIU  XI 

bond  (S^  preferred 

\/ ^naiinffi  fliialiTK'H  r)i\/iri<>nH  III 

nnnn  ^  nrpfprrpti 

Vanguard  Specialized-£nergy 

stock 

V  dllUUdlU  >3UC(>ldll£CU  ^UIU  OC  XlCL  iTlCldlS 

Vanguard  Specialized'Health  CZare 

•k 

\/  an  mi  arH  Qnp<^ialt  Tf^rl -Qp  t*i/if*f>  P'/'onnmir 

V diiuudiu  3uci.idiiz,cu  3tri vii.c  CiLuiitiiiiy 

V/  an  (Til  arH  CnPfiali  7(>n  _T*<i^  n  n/\l  noir 

vdiigudiu  ^pcLidii  z,cu  1  cdiiiiii u^y 

stock 

Vanguard  Star  Fund 

balanced 

Vanguard  Trustees'  Commingled-IntI 

stock 

Vanguard  Trustees'  Commingled-US 

stock 

Vanguard  Wellesley  Income  Fund 

balanced 

Vanguard  Wellington  Fund 

balanced 

Vanguard  Windsor  Fund 

stock 

V^npiifirH  AA^itifl^nr  11 

■  allKUOlU    VV  I11U9U1  XI 

Vanguard  World  Fund-International  Growth 

foreign 

Vanguard  World  Fund-US  Growth 

stock 

Variable  Stock  Fund 

1  Financial  Plaza 

Springfield,  MA  01550 

413-781-3000  (local) 

Exchange  privilege;  No 

Variable  Stock  Fund 

stock 

Venture  Advisers 

PO  Box  1688 

Santa  Fe,  NM  87504-1688 

ouj  yoof  ooj  |iueai| 

800-545-2098  (out  of  state) 

Exchange  privilege:  Yes 

New  York  Venture  Fund 

stock 

RPF  of  America-Bond  Fund 

bond  &  preferred 

RPF  of  America-Equity  Fund 

stock 

Venture  Income  1  +  )  Plus 

bond  preferred 

Venture  Muni  I  + )  Plus 

municipal  bond 

Voyager  Asset  Management 

100  Souili  5rh  Street 

:  Mioneapoii^       \  ■ 

'i'  •  '  ".oiiscTvat^on  Fi  t  i 

municipal  bond 

municipal  bond 

of  fun( 


Fund  distributor 

Type  of  funi 

Waddell  &  Reed 

PO  Box  418343 

Kansas  City,  MO  64141-9343 

816-283-4000  (local] 

800-821-5664  (out  of  state) 

Exchange  privilege:  Yes 

United  Accuinulative  Fund 

stock 

United  Bond  Fund 

bond  preferred 

United  Cash  Management 

money  market 

United  Continental  Income  Fund 

balanced 

United  Gold  &  Government  Fund 

balanced  ' 

United  Government  Sees  Fund 

bond  &  preferred 

United  High  Income  Fund 

bond  6,  preferred 

United  Income  Fund 

stock 

United  International  Growth  Fund 

stocl< 

United  Municipal  Bond  Fimd 

municipal  bond 

United  Municipal  High  Income  Fund 

municipal  bond 

United  New  Concepts  Fund 

stock 

United  Science  &  Energy  Fund 

stock 

United  Vanguard  Fund 

stock 

Wall  Street  Management  Corp 

641  Lexington  Avenue 

New  York,  NY  10022 

212-319-9400'  (local! 

Exchange  privilege:  No 

Wall  Street  Fund 

stock  1 

Weiss,  Peck  &  Greer 

One  New  York  Plaza 

New  York,  NY  10004 

212-908-9582  (local) 

800-223-3332  (out  of  state) 

Exchange  privilege:  Yes 

Tudor  Fund 

stock 

WPG  Fund 

stock 

WrG  Growth  runu 

stock  1 

MJ  Whitman 

171  Madison  Avenue 

New  York,  NY  10016 

212-683-7141  (local) 

Exchange  privilege:  No 

Equity  Strategies  Fund 

stock 

Working  Assets  Money  Fund 

230  California  Street 

San  Francisco,  CA  941 1 1 

415-989-3200-  (local) 

800-543-8800  (out  of  state) 

Exchange  privilege:  No 

Working  Assets  Money  Fund 

money  market 

Yes  Fund 

2151  East  D  Street  -  202C 

Ontario,  CA  91764 

800-521-5612  (local) 

800-972-3863  (out  of  state) 

Exchange  privilege:  No 

Yes  Fund 

bond  &  preferred 

EC  Ziegler  &  Co 

^  1  ^  Mnrth  M jin  ^trppr 
-1,1     i>ii.Jiiii  j'ldiii  iji.it.i_i 

West  Bend,  WI  53095 

414-334-5521  (local) 

800-558-1776  (out  of  state) 

Exchange  privilege:  Yes 

Principal  Preservation-Government  Plus 

bond  6k  preferred 

Principal  Preservation-S&P  100  Plus 

stock 

Principal  Preservation-Tax-Exempt  Fund 

municipal  bond 

"XVill  accept  collect  calls 

The  undersigned  acted  as  financial  advisor  to 
Union  Carbide  Corporation  in  this  transaction. 

Union  Carbide  Corporation 

has  acquired  38.800, 000  shares 
of  its  Common  Stock  by  exchanging 

$776,000,000  Cash 
$970, 000, 000  Senior  Debentures  due  2006 
$776, 000, 000  Senior  Notes  due  1993 
$776, 000, 000  Senior  Notes  due  1996 

January  16.  1986 

The  undersigned  acted  as  financial  advisor  to 
Union  Cofbide  Corporation  in  this  transaction. 

The  undersigned  acted  as  financial  advisor  to 
Union  Carbide  Corporation  in  this  transaction. 

Union  Carbide  Corporation 

Union  Carbide  Corporation 

has  sold  its 

has  sold  its 

Battery  Products  Business 

to 

Home  &  Automotive  Products 
Business 

to 

Ralston  Purina  Company 

First  Brands  Corporation 

A  new  company  organized  and  owned  by  First  Boston,  inc. . 
its  affiliates  and  the  senior  management  of  the 

June  30.  1986 

Home  and  Automotive  Products  Business. 

July  II.  1986 

MORGAN  STANLEY 


1986  Annual  Mutual  Funds  Survey 


You  have  just  opened  a  retirement  account 
with  a  fund  manager.  Which  should  it  be — 
stocks  or  bonds?  A  bond  man  gives  a 
surprising  answer. 

The  long  view 


By  Robert  HcGough 

BONDS,  LONG  THE  PARIAH  of  the 
investment  world,  are  hot 
now.  Investors  continue  to 
pour  far  more  money  into  bond  funds 
than  into  equity  funds.  In  the  first  half 
of  this  year,  $59  billion  flowed  into 
bond  funds,  only  $16  billion  into 
stock  funds.  Two  years  ago  this  tide 
swept  a  bond  man,  George  Collins, 
into  the  presidency  of  T.  Rowe  Price 
Associates. 

The  firm  was  founded  in  1937  by  T. 
Rowe  Price,  the  great  proponent  of 
growth  stock  investing,  who  died  in 
1983.  But  the  success  of  Collins'  bond 
fund,  the  New  Income  Fund,  led  to 


the  creation  of  a  whole  stable  of  fixed- 
income  funds.  Price's  bond  and  mon- 
ey market  assets  have  grown  to  half  of 
the  $22  billion  total. 

But  what's  this?  Bond  man  Collins 
preferring  stocks  to  bonds?  Yep.  His 
ideal  IRA  for  a  35-year-old  would  be 
invested  60%  in  stocks,  only  40%  in 
bonds.  "I'm  not  leaving  the  bond 
area,"  says  Collins,  an  athletic  46- 
year-old  who  won't  be  cashing  in  his 
IRAs  until  the  21st  century.  To  some- 
one near  retirement,  he  would  recom- 
mend bonds.  But  he  thinks  equities 
are  more  attractive  in  the  long  run. 

Collins  has  history  on  his  side  (see 
chart).  In  the  25  years  ended  last  De- 
cember, the  S&P's  500  had  a  com- 


pound annual  gain,  after  inflation, 
4.2%.   By   contrast,    the  Salom« 
Brothers  High  Grade  Bond  Index  hac 
compound  annual  return  after  infl 
tion  of  0.8%. 

Case  rests.  Collins  thinks  bon 
holders  aren't  due  for  such  disa 
pointments  in  the  remainder  of  th 
century,  but  he  believes  stocks  w 
outperform  bonds  long  term.  "Stoc] 
are  riskier,  so  you  do  better,"  he  sa> 
"And  the  upside  potential  isr 
capped  out,  as  it  is  with  bonds." 

So  why  are  people  buying  bonds  ; 
heavily?  "Money  market  funds  got ; 
darned  attractive,"  Collins  say 
"People  are  still  more  yield-co; 
scious."  What  they  seem  to  forget,  1 
says,  is  that  a  high  yield  can  be  wip« 
out,  and  then  some,  if  interest  rates  j 
up.  Bonds,  in  short,  are  not  risk-fre 
But  people  seem  to  think  they  are. 

Risk  can  be  limited  in  bonds,  but ! 
a  price.  When  a  fund  shortens  tl: 
maturity  of  its  portfolio,  it  protec 
itself  from  price  swings.  If  intere 
rates  go  up  1%,  a  10-year  Treasui 
with  a  current  coupon  would  lose  7" 
of  its  price.  But  a  30-year  Treasui 
would  lose  11%. 

Yet  reducing  a  portfolio's  maturit 
reduces  its  yield  and  thus  its  grab  c 
prospective  customers.  Who  wants  i 
turn  away  customers  in  a  lucrati\ 
business  like  this  one? 

But,  warns  Collins,  the  wise  m^ 
never  forgets  about  risk.  Says  hi 
"Saying  we'll  never  have  another  be; 
market  is  kidding  yourself."  ■ 


Spoils  go  to  the  risk-taker 

Stocks  are  risky,  but  they  have  done  far  better  for  long-  tion,  for  much  of  this  century.  The  chart  shows  average 
term  investors  than  bonds.  In  fact,  conservative  long-  annual  real  (net  of  inflation)  returns  over  successive 
term  bonds  left  their  holders  underwater,  after  infla-   25-year  periods  ending  in  the  years  shown. 

Trailing  2S-yest  tetum 


■60  '6.^  70  75  '80  '85 
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EALERSCOPE  MERCHANDISING  PRODUCTS  OF  THE  MONTH 


cher  America's  Audio/Video 
irage  Systems 


!  Fischer  line  of  C-Box  audio  and 
JO  storage  systems  for  home  and 
3  features  push-button  activated 
ng-loaded  drawers  to  hold  either 
io  or  video  cassettes.  Cassettes  are 
i  snugly  to  keep  them  safe,  dust- 
and  to  prevent  rattling.The  home 
comes  in  many  configurations,  in- 
ling  a  horizontal  rack,  a  carousel 

a  carrying  case.  The  auto  line 
es  in  universal  horizontal  and  ver- 
1  models,  carrying  cases  and  cus- 

configurations  for  many  cars, 
re  is  also  a  brightly  colored  line  of 
•ying  cases  for  teenagers. 

* 

ikee  Doodle  Never 
jked  So  Dandy! 


3/FOX  Video  proudly  salutes 
les  Cagney  by  presenting  YAN- 
E  DOODLE  DANDY— in  full 
ir!  As  showman  George  M.  Cohan, 
fney  waves  the  red,  white  and  blue 
way  it  was  meant  to  be  seen  for 

very  first  time.  The  spirit  and 
e  is  all  Cagney,  all-American  and 

in  color.  YANKEE  DOODLE 
NDY— in  color,  only  from  CBS/ 
K  Video.  Available  on  videocas- 


t-OA 


New  Low-Priced  VHS  VCR 
From  Samsung 


The  new  front-loading  VT311T  VHS 
videocassette  recorder  is  the  value 
leader  in  Samsung's  model  line-up. 
The  slim-line  design  VCR  with  wire- 
less remote  features  a  2  week/6  event 
programmable  timer,  82  channel  elec- 
tronic tuner  with  12  station  presets, 
3-speed  record  and  playback,  picture 
search,  freeze  frame,  one-touch  re- 
cording, automatic  rewind  and  elec- 
tronic tape  counter.  Suggested  retail 
price  is  $349.95.  For  more  informa- 
tion, contact  Richard  Leister,  Public 
Relations,  Samsung  Electronics 
America,  301  Mayhill  St.,  Saddle 
Brook,  NJ  07662,  or  call  (201)  587- 
9600. 

* 

Vidtech  Presents  RS-2001 


Vidtech's  RS-2001  converts  every  TV 
into  MTS  stereo  cinema-like  sound 
and  has  every  conceivable  remote  con- 
trol feature  all  in  one  cable-ready  in- 
tegrated system.  The  RS-2001 
transforms  your  TV  into  a  $1000 
high-performance  audio/video  system 
and  has  all  the  extras,  including  Sec- 
ondary Audio  Programming  (SAP) 
and  dbx  noise  reduction.  For  addi- 
tional information,  call  212-868-5590, 
or  write  Vidtech,  Inc.,  350  5th  Ave., 
Ste.  6707,  New  York,  NY  10118. 


3M'S  Scotch® 
EXG  Hi-Fi 
Videocassette 
Brings  It 
Back  Alive 


You  don't  just  watch  a  movie — you 
live  it,  feel  it,  hear  it.  You  hear  it  best 
on  Scotch®  EXG  Hi-Fi  Videocassette, 
top-rated  for  quality  in  tests  con- 
ducted by  Video  Review.  Reasons  in- 
clude the  industry's  highest  signal-to- 
noise  ratio,  giving  you  hi-fi  VCR 
sound  reproduction  close  to  a  digital 
Compact  Disc.  You  also  get  2  3M  ex- 
clusives:  the  patented  Time  Left  re- 
cording gauge  and  3M's  industry- 
leading  Static  Barrier®  anti-static 
tape  backcoating.  You  heard  it  here 
first!  ^ 

Stajer's  Equipment  Guard: 
Total  Computer  System 
Protection 


^9 

One  multiple-outlet  power  strip  pro- 
tects computers  from  theft,  unauthor- 
ized use  and  hazardous  electrical 
surges.  Equipment  Guard  protects  all 
makes  and  styles  of  personal  com- 
puters in  businesses  and  homes.  The 
system  easily  interfaces  with  existing 
security  systems  for  remote  signaling 
and  24  hour  theft  protection.  Equip- 
ment Guard  is  UL  listed  and  carries 
a  one-year  warranty.  For  more  infor- 
mation, contact  Stajer  Corporation, 
PO  Box  1171,  Lowell,  MA  01853,  or 
call  800-272-2050  or  617-459-2393. 


Southwestern  Bell's 
Memory  Phone 

Attractive  desk-v/all  convertible 
memory-phone  that  stores  and  dials 
24  numbers.  Chain  dialing  also  pro- 
vides extra  digits  for  long-distance 
service.  Special  circuitry  allows  for 
proper  use  with  business  systems. 
Other  features  include  hold,  flash, 
pause  redial,  tone/pulse  switchable 
and  more.  Model  FM  1550 — the  phone 
that  remembers.  From  Southwestern 
Bell. 


GCO^ 


Dea/erscope 

Merchandising  is  the  Marketing  Magazine  for 
Consumer  Electronics  and  Mayor  Appliance  Retailing 


Editorial  Offices:  North  American  Building,  401  North  Broad  Street,  Philadelphia,  PA  19108  (215)  238-5300 


Sometimes  basic,  sometimes  sopliistica 


It  takes  tremendous  force  to  lift  and 
land  a  jumbo  jet  or  to  move  an  aircraft  carrier 
into  dock.  And  it  takes  precise  control  to  do  it 
safely.  The  products  needed  to  achieve  this 
control  may  require  advancing  the  state  of  the 
art,  while  others  are  less  complex. 

That  same  interdependent 
relationship  between  power 
and  control  exists  wherever 
modern  technology  exists . . . 
on  military  bases,  in  hospitals, 
manufacturing  plants 
and  more. 

ParVer  products  are  at  the  heart 
of  vital  technologies,  performing 
essential  tasks  throughout 
the  world.  A  A 

^  y  Paul  Schloemer 

President  and 
Chief  Executive  Officer. 

Parker  provides  the  vital  technologies 
that  harness  and  take  command  of  force  and 
motion.  The  most  vital  technology  in  the 
world  involves  controlling  force  and  motion  and 
it  is  involved  in  everything  from  your  personal 
health  to  your  country's  security. 

Innovation  in  motion 

Virtually  everywhere  you  look, 
Parker's  innovative  parts,  components, 
and  systems  are  getting  things  moving 
and  getting  things  done  —  by 
oroviding  control  of  force 
and  motion. 


eeting 
today's  needs 

Parker  Hannifin  is  a 
broadly  based,  $1.5 -billion 
dollar  organization 
which  supplies  1,000 


ParK^r's  f.itis^i^-i  nriicrostep  technology 
w;!;  feysys  suiomatlon  equipment 
to  tsk"?     more  exacting  tasks, 


diverse  markets  with  a  vast  array  of  produ 
to  control  pressure,  force,  and  motion.  Part 
has  the  size  and  scope  to  satisfy  the 
quality  and  volume  requirements  of  major 
customers  worldwide. 

It's  no  wonder  then,  that  industry 
around  the  world  and  the  U.S.  Defense 
Department  routinely  turn  to  Parker  when 
specifications  call  for  vital  technology. 
The  company  has  played  an  important  roh 
everything  from  cars  to  space  vehicles. 

But  Parker  has  an  even  more  imme( 
impact  on  your  life.  Whenever  you  travel  i 
a  commercial  aircraft,  for  instance  —  Parkt 
products  are  aboard  every  plane  now  flyin 
the  free  world.  Parker  products  also  ride  i 
passenger,  agriculmral,  and  military  vehicl 
they  take  to  the  water  in  ships  and  submarii 
they  work  on  production  lines  in  factories 
around  the  world . . .  and  they're  an  integral 
of  many  advanced  diagnostic  and  treatmen 
devices  used  in  health  care  today. 

Planning  for 
tomorrow's  needs 

Vital  technology  is  many  things  — 
it  evolves  and  changes  as  new  app] 
tions  emerge.  Remaining  responsi 
new  applications  in  the  marketplac 
is  one  of  Parker's  top  priorities. 

Supporting  that  pri( 
are  the  company's  Rs 
activities.  Electro-hydr 
fiber  optics,  load- sens 
hydraulic  systems,  mien 
electronics,  and  biomedics 
instrumentation;  all  these  are 
of  intense  resea 
at  Parker  —  and 
already,  they're 
paying  oflf. 


lOLOGIES 


but  always  indispensable. 


lology  transfer  helps  speed  Parker's 
progress,  too,  as  the  technological 

know-how  acquired  in  aero- 
space projects 


Racor  and  Finite  Filter  significantly  improve 
Parker's  position  in  the  fast  growing  fluid 
filter  business. 

These  companies 
are  typical  

of  the  kinds  of 
organizations  Parker  seeks  out : 
they  have  a  history  of 
technological  competency, 
cost-effective 
production, 
outstanding 


is  on 
luing  that 
•ship, 
oal: 
n  entry 
V  and 

i  markets, 
nd  out  product  lines,  and  to  further 
rate  existing  markets. 
Compumotor  is  a  good  example  of  this 
ly  at  work.  This  recently  acquired 
any  specializes  in  the  production  of  micro- 
ssor-based  controls  for  motion -control 
ations.  Compumotor's  unique  microstep 
Dlogy  enables  certain  kinds  of  motors 
ke  as  many  as  50,000  individual  stops  in 
;volution  (this,  in  turn,  enables  simple 
lated  equipment  to  take  on  exacting  tasks). 
Other  examples?  Schrader  Bellows,  an 
ational  maker  of  pneumatically  controlled 
js  used  throughout  industry. 
Bellows,  producer  of  a  top-quality  line 
cision- welded  bellows  and  pumps  for 
)ace  and  other  high  tech  applications. 


manage- 
ment, and 
healthy 
market  position. 
As  you 
can  see, 
Parker 
believes  in 
growing  not  just 
larger,  but  better  — 
so  today's  customers  will  be  customers 
tomorrow,  too. 

For  more  information,  write 
Parker  Hannifin  Corporation, 
Dept.  FB- 
17325 
Euclid 
Avenue, 
Cleveland, 
Ohio 
44112- 
1290. 


A  result  of  vital 
technology ..  .the  smallest, 
lightest  ambulatory  infusion 
pump  ever  created. 


Warkei 


tal  technologies  for  today  and  tomorrow. 
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AmiNtss 

PAPBtWAT 
PUBUSHiS 


Unlike  business  papers  that  publish  only  on  weekdays 
Mead  Business  Papers  cover  you  seven  days  a  week 
Because  we  know  your  business  can't  slop  for  a  weekend 


An  Advertising  Service 
That's  Special 


CORPORATE  REPORT 


Special  because  publicly-held  cor- 
porations can  reach  America's  most  im- 
portant investors  by  using  Corporate 
Report  Updates  in  Forbes. 
Appearing  once  each  month,  Cor- 
porate Report  Updates  enables  compa- 
nies to  announce  important  develop- 
ments to  the  astute  investors  who  read 
Forbes.  Moreover,  for  added  impact, 
this  Forbes  advertising  service  is  posi- 
tioned in  the  popular  "Money  and  In- 
vestments" section  of  the  magazine. 
Forbes  ha^  720,000  subscribers 
and  a  total  readership  of  over  two  and  a 
half  million.  88%  of  Forbes'  subscrib- 
ers own  corporate  stock,  with  average 
holdings  exceeding  *55 1,000,  Over 
half  are  involved  with  helping  others 
make  investment  decisions. 
Forbes  gets  results.  For  more  infor- 
mation call  or  write: 

Sarah  Madisoii 

Corporate  Eeport  Updates 

Forbes  Iiic. 

60  Filth  A^cijue 

New  "fork,  NY  !30U 

Phone:  (21?;)  S2G-2371 
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Options  sound  complicated.  That  mah 
them  an  excellent  way  to  sell  investo\ 
something  they  shouldn  'tget  involved  witi, 

Two  plus  two 
still  equals  four 


By  Mary  Knntz 


CONSIDER  THE  Oppenheimcr 
Premium  Income  Fund,  a  $418 
million  fund  that  promises  ex- 
tra income  from  w^riting  options.  Op- 
penheimcr currently  sends  prospects 
a  brochure  that  touts  a  15.1%  "annual 
return,"  based  on  distributions  for  the 
month  of  June  1985.  Not  mentioned 
anywhere  is  total  return,  which  came 
to  just  12.7%  for  the  12  months  ended 
that  month.  For  the  12  months  ended 
in  June  of  this  year,  Oppenheimer  re- 
turned a  dismal  9.7% — hardly  impres- 
sive in  a  year  when  total  return  on  a 
typical  equity  mutual  fund  was  32%. 

Oppenheimer  is  not  alone.  Putnam 
Option  Income  Trust  II,  in  its  January 
semiannual  report,  was  comparing  its 
15.3%  "current  distribution"  to  bond 
yields.  Actual  total  return  for  the  peri- 
od, annualized,  was  13.6%.  Kemper 
Option  Income  had  a  total  return  in 
its  1 985  fiscal  year  (ended  last  Oct.  3 1 ) 
of  9.8% — but  ordinary-income  distri- 
butions of  14.7%. 

How  is  this  possible?  A  13.8% 
payout  from  something  earning  only 
9.8%?  Ah,  there  is  the  wonder  of  op- 
tions. By  using  them,  a  fund  can,  in 
effect,  hand  people  back  their  own 
money  and  call  it  a  yield.  It  would  be 
going  too  far  to  call  this  a  Ponzi 
scheme,  but  there  are  certainly  Ponzi 
elements  in  it.  Here's  how  and  why: 
Writing  call  options  against  a  stock 
(or  bond)  portfolio  generates  premi- 
ums that  can  turn  into  current  in- 
come if  the  option  isn't  exercised.  The 
premium  income  plus  short-term 
gains  from  stocks  that  are  called  away 
by  option  holders  can  be  distributed 
just  like  dividends  and  interest.  The 


consequence  of  that  strategy,  thou^ 
is  an  erosion  of  capital.  That's  becau 
writers  of  call  options,  say,  are  e 
posed  to  possible  losses  if  stocks 
down,  but  they  are  unable  to  get  ev 
on  winning  stocks  because  tho 
stocks  get  called  away.  In  short,  c 
tion  writing  is  no  free  lunch.  The  q 
tion  premiums  are  inevitably  offj 


by  capital  losses — and  although  t\ 
losses  often  go  unrealized,  they  sti 
lower  the  shareholder's  investment. 

Option  funds  are  enjoying  a  ne 
surge  in  popularity,  but  the  marketir 
gimmickry  has  been  around  for 
while.  Ten  years  ago  a  brochure  froi 
Analytic  Investment  Managemei 
boasted  that  it  could  use  options  1 


eat  the  market  by  30%  while  simul- 
meously  reducing  the  volatihty  of 
jturns  by  30%.  Doesn't  this  sound 
reat?  Earn  more  money  with  less 
sk.  Before  you  send  off  a  check  to 
jialytic  Optioned  Equity  Fund,  how- 
ver,  look  at  how  the  fund  has  done. 
)ver  the  last  two  market  cycles 
ibout  SVi  years)  it  has  lagged  the  mar- 
et  by  an  average  of  four  points  a  year. 

"We  believe  the  period  under  which 
le  fund  has  been  operating  [which  is 
ince  1978]  is  not  representative  of 
le  long-range  behavior  of  the  stock 
larket/'  says  Analytic  President 
been  Kassouf .  "We  believe  ultimate- 
'  the  goal  will  be  met." 

Don't  bet  on  it.  In  1983  Pru-Bache 
•ption  Growth  Fund  came  out  with 
le  promise — as  told  to  one  business 
lagazine — of  making  money  in  both 
ull  and  bear  markets,  since  it  was 
3ing  to  buy  puts  when  the  market 
'as  going  down.  Isn't  that  a  clever 
lea?  Like  having  a  strategy  of  buying 
nly  stocks  that  go  up.  Proof  of  the 
adding?  Over  the  last  market  cycle 
hree  years)  the  Pru-Bache  option 
md  has  averaged  an  annual  return 
X  points  less  than  the  market's. 

Since  mid- 1 98 1,  option  income 
mds  tracked  by  Lipper  Analytical 
ave  averaged  an  annual  return  of 
1.9%,  a  third  less  than  the  market 
i^erage. 

There  is,  however,  no  shortage  of 
jstomers.  Dean  Witter's  Option  In- 
Dme  Trust  raked  in  over  a  half-bil- 
on  dollars  within  a  year  of  opening 
1  February  1985.  Putnam's  Option 
icome  Trust  II  has  attracted  $670 
lillion  since  the  doors  opened  in 
.pril  1985.  All  told  there  are  at  least 
B  funds  with  "option"  in  their  names 
id  dozens  more  that  have  received 
srmission  from  shareholders  to  trade 
ptions  occasionally. 

Can  so  many  customers  with  so 
luch  money  be  wrong?  Yes.  "I  don't 
link  the  public  understands  what 
ley've  bought  when  they  buy  these 
mds,"  says  Stephen  Roberts,  senior 
ice  president  at  Travelers  Invest- 
lent  Management  Co.,  which  runs 
loney  for  pension  funds.  "First  of  all 
le  downside  is  bigger  than  they  ap- 
reciate.  And  there  isn't  an  upside, 
^ny  upside]  is  very  much  truncated." 

Ask  the  question:  Are  mutual  funds 

good  place  to  put  your  money? 
ORBES  would  have  to  answer  the 
uestion  with  a  question:  What  kind 
f  mutual  funds?  With  option  funds 
Tjmpeting  big  yields,  the  answer  is 
lirly  clear:  Don't  touch  them.  ■ 


FEED  YOUR 
RETIREMENT 

KITTY 
WITH  THE 
PHOENIX 
GROWTH  FUND. 

19.95%  19.05% 


for  the 
five  years 
ended  12/31/85 


for  the 
ten  years 
ended  12/31/85 


These  numbers  represent  the 
Annual  Average  Total  Return*  of 
the  Phoenix  Grovi'th  Fund. 

The  Growth  Fund  is  part  of  the 
Phoenix  Series  Fund  which  con- 
sists of  seven  funds,  each  with  its 
own  investment  objective.  Because 
they  range  from  aggressive  grov^lh 
to  high  current  income,  there's 
something  for  every  appetite,  even 
the  most  demanding.  So  send 
in  this  coupon  now! 


r""^-  — I 

Tell  me  more  about 
feeding  a  Phoenix  Series  Fund 
Retirement  Kitty.  For  more  com 
plete  information,  including  charges  and 
expenses,  obtain  a  prospectus  from 
Phoenix  Equity  Planning  Corporation, 
One  American  Row,  Hartford,  CT  06115 
by  sending  this  coupon.  Read  it  care- 
fully before  you  invest  or  send  money. 


PHOENIX  EQUITY 

PlanniiigCorpoiatiori 

a  Phoenix  Mutual  company 


L 


Name 

Address 

City 

State 

Zip 

Telephone 

A54-FRBS 

J 


*The  average  total  return  is  the  average  return  which  results  from  the  reinvestment  of  all  divi- 
dends at  the  reinve.stment  price  at  the  time  of  distribution  and  the  payment  of  the  maximum 
applicable  sales  charge  in  the  first  year.  For  details  see  pages  9  and  13  of  the  current  prospectus. 

Performance  results  are  a  record  of  the  past  and  should  not  be  regarded  as  a  representation 
of  future  results,  as  net  asset  values  fluctuate  due  to  market  conditions. 

©1986  Phoenix  Equity  Planning  Corporation 


Tick,Tick,Tick. 

Imagine  living  with  a  potential  time  bomb  inside  you.  That's  exactly  what 
it's  like  tor  the  thousands  of  sons  and  daughters  of  Huntington's  Disease  victims. 

They  wait.  Hoping  that  the  50/50  odds  of  inheriting  this  terrifying,  fatal 
Illness  fall  in  their  favor  With  no  possible  way  of  knowing  if  and  when  it  will  stnke. 

Until  the  bomb  goes  off 
Give  generously  to  the  National  Huntington's  Disease  Association, 

Help  make  this  generation  its  last. 

HD  National  Huntington's  Disease  Association  128A  East  74  Street,  N  Y,  N  Y  10021 


DRBES,  SEPTEMBER  8,  1986 


This  space  coninoulea  by  Dubiisher 
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Everything  that  could  possibly  go  lurong, 
plus  a  few  other  things,  seems  to  go  wrong 
for  United  Services  Advisors. 


Murphy's  law 


By  Robert  HcGough 


Unitect  Sen  ices  Clark  Ay Isu'orth 

"i  think,  tee'refaced  with  a  monetary  collapse,"  he  says  hopefully. 


WHEN  IT  IS  RAINING  gold,  thei 
is  always  someone  who  gel 
hit  on  the  head  with  a  bricli 
When  money  is  raining  on  just  aboi; 
everyone  in  the  mutual  fund  manage 
ment  business,  there  will  always  be 
fund  manager  like  United  Service 
Advisors,  Inc.  in  San  Antonio,  Tex. 

Is  United  Services  ($444  million  a? 
sets  under  management)  a  gold  mine 
Don't  ask.  Just  the  mention  of  gol 
mines  would  make  a  shareholdc 
wince.  It  seems  that  some  of  the  gol 
mines  a  United  fund  bought  int' 
turned  out  to  be  Canadian  moose  pas 
ture.  To  make  it  worse,  the  fum 
bought  more  of  these  shaky  stock 
than  SEC  rules  allow,  all  of  whicl 
leaves  United  Services  on  the  hook  U 
one  of  its  funds  for  $12.4  million  ii 
losses,  which  is  several  times  Unit 
ed's  $2.9  million  net  worth. 

When  it  rains,  it  pours.  The  SEC 
forced  a  refund  from  United  to  tht 
funds  for  allegedly  inappropriati 
"credits  earned  on  excess  cash  bal 
ances."  Some  shareholders  are  suing 
Others  may  have  accidentally  beer 
given  too  many  fund  shares.  In  the 
Mar.  31  quarter,  while  other  func 
companies  were  raking  it  in  from  2 
boom  in  the  Dow  and  an  explosion  oj 
IRAs,  United  Services  managed  tc 
lose  S14,8I2. 

^There  were  better  times  at  Unitec 
Services,  as  can  be  seen  from  a  glance 
at  the  portfolio  of  its  largest  fund, 
Gold  Shares.  Stocks,  $259  million 
Original  cost  of  stocks,  $401  million. 

For  investors,  there  is  a  lesson  in 
Gold  Shares.  As  recently  as  mid- 1983 
It  was  at  the  top  of  the  Lipper  Analyti- 
cal Services  charts,  up  189%  in  a 
year's  time.  Today's  rocket  is  tomor- 
row's fizzle.  It  frequently  happens 
that  way.  Yet  investors  go  on  chasing 
today's  hero,  whoever  it  may  be. 

United  Services  has  some  newei 
nongold  funds,  representing  a  third  ol 
the  firm's  assets.  But  nothing  seems 
to  be  going  right  in  San  Antonio  these 
days.  Seeking  a  new  angle,  last  year 
United  opened  the  LoCap  fund,  which 
invests  in  the  smallest  stocks  listed 
on  the  New  York  and  American  ex- 
changes, on  the  theory  that  those 
stocks  outperform  the  big  stocks.  It 
has  been  LoGain  so  far,  with  only  an 
11%  return  in  the  12  months  ended 
June  30,  two-thirds  less  than  the  mar- 
ket averages. 

Clark  Aylsworth,  United  Services' 
66-year-old  founder  and  chairman,  re- 
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nembers  the  better  times.  He  still 
/vears  little,  crossed,  gold  pickaxes  as 
;uff  links.  On  the  hood  of  his  cream- 
colored  Cadillac  is  a  prospector,  pan 
n  hand. 

Now,  Aylsworth  is  coping  as  best 
le  can.  "You  deal  with  each  problem 
IS  it  comes  up,"  he  says. 

Why  would  a  fund  exceed  the  10% 
imit  on  how  much  of  a  company  it 
;an  buy,  especially  if  the  company  is 
n  Canada?  Well,  there  was  this  nice 
;hap  Aylsworth  hired  as  portfolio 
nanager  for  the  Prospector  Fund,  Carl 
.azzell.  Lazzell  had  no  experience  in 
;tocks  before  joining  United  Services. 
..azzell's  investment-related  experi- 
ince  consisted  of  having  run  a  mining 
nachinery  business  in  Mexico,  an  in- 
vestment that  "didn't  work  out,"  as 
.azzell  says,  after  the  main  customer, 
I  government  outfit,  bit  the  dust. 
Vherever  did  Aylsworth  get  the  idea 


By  Laura  Saunders 

Fl  ROM  July  1  to  December  31, 
1985,  five  of  the  top  ten  mutual 
fund  performers  were  interna- 
ional  funds.  In  the  last  year  intema- 
ional  funds  as  a  group  have  been  up 
i6% .  One,  Fidelity  Overseas,  was  up  a 
lazzling  109%. 

Capitalizing  on  this  spectacular 
howing,  fund  managers  are  getting 
>n  the  international  bandwagon.  This 
'ear  alone  9  new  funds  have  joined 
he  group,  bringing  the  total  to  47. 
But  even  the  very  portfolio  manag- 
rs  who  have  topped  the  charts  say 
his  luck  won't  continue.  "Investors 
vith  [no  money)  overseas  now  have 
nissed  the  best  part  of  the  party," 


of  hiring  a  mining  machinery  man  as 
a  portfolio  strategist?  Well,  says  Allyn 
Aylsworth,  the  founder's  son,  the  re- 
ferral came  from  a  competing  mutual 
fund  adviser. 

Lazzell  poured  the  Prospector 
Fund's  assets  into  a  lot  of  Vancouver- 
listed  gold  mining  stocks.  In  the  pro- 
cess, he  accidentally  bought  as  much 
as  50%  of  the  stock  in  several  of  the 
thinly  traded  mining  companies,  le- 
gitimate and  otherwise.  Observes 
Aylsworth,  "If  nobody's  supporting  a 
stock,  it  collapses."  Collapse  it  did. 
The  matter  of  the  $12.4  million  loss  is 
in  the  courts. 

Then  there's  the  back-office  mys- 
tery. Before  getting  the  bugs  out  of  a 
new  in-house  stock  transfer  system. 
United  Services  booked  $1.2  million 
of  phantom  fund  shares,  none  of 
which  had  been  paid  for.  The  firm 
isn't  sure  yet  how  it  happened,  or 


says  Shreekant  Panday,  portfolio 
manager  of  the  United  International 
Growth  Fund,  up  53%  for  the  12 
months  to  June  30.  "Though  we  think 
investors  can  still  make  money 
abroad  rather  than  in  the  U.S.,  it's  a 
much  less  obvious  call  than  it  was 
two  years  ago,"  says  Henry  de  Vismes, 
who  manages  the  Transatlantic  Fund, 
up  92%  for  the  same  period. 

The  reason  has  to  do  mostly  with 
the  dollar.  Funds  that  invest  abroad 
make  or  lose  money  in  two  ways: 
changes  in  exchange  rates  and  fluctu- 
ations in  foreign  stock  and  bond  mar- 
kets. Since  February  1985  the  dollar 
has  declined  24%  on  a  trade-weighted 
basis,  so  that  even  if  foreign  markets 
were   flat,    an   international  fund 


whether  any  of  the  shares  were  mis- 
takenly distributed  to  shareholders. 
But  if  the  shareholders  come  up  short. 
United  Services  has  to  cough  up  the 
difference. 

Aylsworth,  a  retired  Air  Force  colo- 
nel who  flew  100  missions  over  Eu- 
rope, has  been  through  tough  times 
before.  He  turned  the  investment  club 
he  had  started  with  Air  Force  buddies 
into  a  growth  stock  mutual  fund  in 
1969,  in  the  teeth  of  a  bear  market. 
The  gold  fund  propelled  him  into  the 
big  time,  but  then  his  luck  ran  out. 

Aylsworth  is  pinning  his  hopes  for  a 
comeback  on  gold.  "I  think  we're 
faced  with  a  monetary  collapse,"  says 
Aylsworth,  looking  on  the  bright  side. 
"People  will  reject  the  dollar.  People 
will  go  into  a  grocery  store  [to  pay] 
with  a  Krugerrand,  which  may  be 
worth  $4,000  or  $5,000." 

Hope  for  the  worst.  ■ 


should  have  been  up  32%.  For  manag- 
ers who  were  in  business  before  the 
dollar  peaked,  "it  has  been  like  swim- 
ming downstream,"  says  Michael  Par- 
lett,  who  manages  the  Kemper  Inter- 
national Fund  from  Glasgow,  Scot- 
land. Parlett's  fund  was  up  79%  (in 
dollars)  for  the  12  months  to  June  30. 

No  one  knows  where  the  dollar  is 
going,  but  chances  are  the  funds  are 
now  swimming  across  the  stream  or 
maybe  against  it.  Then  the  question 
is,  are  foreign  markets  cheap?  Far 
from  it.  In  Japan,  where  many  manag- 
ers have  racked  up  tremendous  gains, 
the  market  recently  carried  a  price/ 
earnings  multiple  of  40,  vs.  the  U.S. 
multiple  of  17.  Veteran  international 
fund  manager  John  Templeton  (see  p. 
246)  sees  at  least  as  much  opportunity 
in  the  U.S.  as  abroad.  As  of  May  31 
Templeton  World,  Templeton  Global 
I  and  Templeton  Global  II  had  over 
50%  of  their  assets  invested  here. 

As  making  money  abroad  gets 
tougher,  so  will  the  problems  that 
have  always  vexed  money  managers; 
cryptic  foreign  accounting,  for  exam- 
ple. "In  some  countries,  like  Switzer- 
land, you  don't  have  the  faintest  idea 
of  what's  going  on,"  says  Oppenhei- 
mer  AIM  manager  Kenneth  Oberman. 
In  Germany  firms  disclose  profit  fig- 
ures based  on  how  much  they  report 
to  the  taxman,  making  P/E  ratios  ap- 
pear higher  than  they  really  are. 

In  Italy  chaotic  back-office  prac- 
tices have  given  new  meaning  to  the 
phrase  "buy  and  hold."  "Recently  it 
was  taking  some  people  12  to  16 


^unds  that  invest  abroad  have  topped  the 
zharts  lately.  But  by  the  time  most  folks 
"ecognize  such  things,  they  may  be . . . 

Late  for  the  party 
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months  to  settle  trades,"  says  Kem- 
per's Parlett.  Compared  with  that,  it's 
a  wonder  that  T.  Rowe  Price  Interna- 
tional Fund  manager  David  Testa  re- 
cently got  some  of  his  fund's  money 
out  of  Italy  in  only  a  month.  If  the 
Milan  bourse  collapses  and  interna- 
tional funds  get  a  rash  of  redemptions, 
the  clearing  problems  could  get  a  lot 
more  acute. 

So  long  as  foreign  markets  are  ris- 
ing, such  problems  will  be  taken  in 
stride.  If  you  are  booking  a  lot  of  prof- 
its, who  cares  how  they  keep  the 
books?  But  when  markets  go  into  re- 
verse, people  start  to  worry  about 


things  they  overlooked  before. 

Given  these  risks,  investing  abroad 
right  now  makes  sense  primarily  for 
long-term  investors  seeking  diversifi- 
cation. Putting  5%  of  your  assets 
abroad,  then,  may  be  a  hedge  against  a 
collapse  of  the  dollar.  It's  like  buying 
gold  as  a  currency  hedge,  except  that 
where  gold  is  sterile,  foreign  stocks 
pay  modest  dividends. 

"The  magnitude  of  capital  flows  to- 
day, combined  with  the  fact  that  the 
U.S.  is  a  net  debtor  nation,  means  that 
the  volatility  of  the  dollar  is  effective- 
ly in  the  hands  of  the  foreign  ex- 
change markets,"  says  Panday  of 


United  International  Growth  Funi 
"Today  international  investment 
the  only  true  diversification." 

If  you  do  choose  to  put  mone 
abroad  now,  look  for  a  fund  with 
record.  Only  18  of  the  47  intematioi 
al  funds  out  today  have  been  aroun 
for  even  five  years.  And  if  it's  divers 
fication  you  really  want,  the  last  thin 
you  need  is  one  of  the  legions  of  sir 
gle-country  funds  now  on  the  ma 
ket — so  overpromoted  that  man 
have  traded  at  premiums  (Forbes,/;^, 
28).  Here,  as  elsewhere,  go  for  exper 
ence,  go  for  the  proven  record,  go  fc 
diversification.  ■ 


There's  a  little  good  news  and  a  lot  of  had 
news  in  the  elimination  of  favored  status 
for  capital  gains.  Plan  accordingly. 

Capital 
pains 


By  Launi  Seunders 

WiiH  A  HANDSHAKE,  a  congi'essional 
conference  committee  arranged  the 
deiixlse  of  favorable  tax  rates  for  capi- 
tal gains,  a  tea  cure  of  the  U.S.  tax 
system  &ince  1921.  What  does  that 
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mean  for  investors?  A  few  obvious 
things,  such  as  the  fact  that  market 
timers  can  switch  in  and  out  of  no- 
load  funds  with  little  penalty,  and 
that  capital  appreciation  funds  won't 
have  the  special  tax  attraction  to 
high-bracket  investors  they  once  had. 


But  the  change  in  capital  gains  ta> 
es  will  have  some  not-so-obvious  e: 
fects.  For  advice,  Forbes  turned  t 
Leon  Nad,  associate  vice  chairman  c 
tax  consulting  at  Price  Waterhouse. 

Nad:  Assuming  Congress  adopts  thl 
conferees'  bill,  both  long-  and  short 
term  gains  will  be  taxed  in  full  star! 
ing  Jan.  I,  1987.  Nevertheless,  top 
bracket  taxpayers  will  have  a  28°/ 
rate  on  1987  long-term  capital  gaine 
compared  with  transition  rates  of  u 
to  38.5%  on  ordinary  income  nex 
year.  Currently  the  top  effective  rat| 
on  long-term  gains  is  20% . 

Taxpayers  now  in  lower  bracket 
could  see  an  even  greater  jump.  Cut 
rently  they  pay  capital  gains  at  40%  o 
their  top  marginal  tax  rate.  A  marriet 
couple  with  $34,000  of  taxable  in 
come  will  have  a  capital  gains  rate  o 
11.2%  this  year,  28%  next  year. 

Does  that  mean  investors  should  sell  ap 
predated  assets  this  year? 
Nad:  If  they're  planning  to  sell  stocl 
anyway,  it  may  make  sense  to  pusl 
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■orbes  Wagon  Creek  Ranch. 
B  One  of  the  few  remaining 

places  in  the  civilized  world 
sre  it  is  still  possible  to  live  as  the 
neers  did — freely  and  intensely, 
s  incredibly  beautiful  land 
nbines  all  of  the  primeval 
nders  of  an  untamed  environment 
:herished  by  the  true 
doorsman.  Here  on  the  fabulous 
bes  Trinchera  ranchlands  you 
I  experience  each  day  the  joy  and 
itentment  of  being  a  part  of  a 
ural  way  of  life. 

F  hunting  is  a  very  special  thing 
you,  particularly  hunting  for  elk, 
:r  or  bear,  there  is  probably  no 


better  place  to  call  home  than  your 
own  Forbes  Wagon  Creek  Ranch. 
It's  the  perfect  place  for  a  hunter's 
retreat  in  the  heart  of  thousands  of 
acres  of  magnificent  wilderness. 

The  abundance  of  animals  and 
other  game  that  regularly  graze 
through  Forbes  Wagon  Creek  and 
the  more  than  250  square  miles  of  this 
southern  Colorado  ranchland  has 
made  this  one  of  the  legendary  private 
hunting  areas  in  the  world. 

Our  minimum  40-acre  ranches 
start  at  $30,000.  Here  in  the  foothills  of 
the  majestic  Rockies  you  can  hunt, 
ski  cross  country,  ride  horseback  or 
just  eryoy  the  breathtaking  dawns. 


sunsets  and  changing  seasons  in  the 
shadow  of  Mount  Blanca,  one  of 
Colorado's  highest  peaks. 

This  exclusive  preserve  is  the 
ideal  place  to  acquire  a  substantial 
piece  of  land.  A  chance  to  fulfill  the 
American  dream  that  offers  an 
unspoiled  future  for  hunters,  as  well 
as  a  legacy  for  their  families  and 
those  who  will  follow. 

For  more  information  on  how  you 
can  own  your  own  part  of  Forbes 
Magazine's  breathtaking  hunters' 
heaven,  without  obligation, 
write  or  call  today  for  full  details 
and  color  brochure  on  this 
exceptional  offer. 


ORBES    WAGON     CREEK  RANCH 

Erroi  Ryiand,  Manager      Box  303  BH  Fort  Garland,  Colorado  81 133  303/379-3263 


in  the  Property  Report  required  by  Federal  law  and  read  it  before  signing  anything.  No  Federal  agency  has  judged  the  merits  or  value,  if  any,  of  this  property  Equal  Credit  and  Housing 
jnunily,  A  statement  and  offering  statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York,  The  filing  does  not  constitute  approval  of  the  sale  oi  lease  or  offer  for  sale  or 
by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering,  A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de 
3  Ranches,  Inc  NYA86-56  AD20536 
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the  sale  into  this  year.  If  they  have  a 
mutual  fund  with  substantial  gains 
and  can  switch  to  another  fund  in  the 
same  family  with  no  transaction 
costs,  that  might  make  sense,  too. 

Are  there  any  circumstances  in  which  it 
makes  se>7se  not  to  sell  now.'' 
Nad:  Yes.  Assets  passed  into  an  estate 
at  death  are  allowed  to  skip  capital 
gains  taxes  altogether,  so  that  might 
be  a  reason  to  wait  if  an  older  taxpayer 
won't  need  the  proceeds  during  life. 

It  also  may  not  make  sense  to  sell  a 
stock  now  if  it's  expected  to  be  a  good 
long-term  investment.  Selling  and 
then  repurchasing  a  load  fund  could 
eat  up  30%  or  more  of  the  principal  in 
federal  and  state  taxes  and  brokerage 
commissions.  If  the  fund  is  expected 
to  appreciate  substantially,  the  mon- 
ey might  more  profitably  be  left  in 
place  and  the  taxes  deferred. 

Next  year,  for  the  first  time,  long- 
term  gains  will  be  classified  as  "in- 
vestment income."  That  could  be 


useful  to  taxpayers  who  buy  stocks  on 
margin.  They'll  be  able  to  deduct  the 
debt  interest  only  to  the  extent  that 
they  have  investment  income. 

A  final  consideration:  If  Congress 
pushes,  up  ordinary  income  tax  rates 
in  the  future  to  cut  the  deficit,  it  may 
be  forced  to  lower  capital  gains  rates 
in  the  future. 

Should  I  do  my  usual  year-end  tax-loss 
selling  this  year? 

Nad:  Yes,  if  you  have  some  gains,  es- 
pecially short-term,  from  earlier  this 
year  that  you  want  to  offset.  But,  if  all 
you  have  is  a  net  long-term  loss  (held 
over  six  months],  you  may  be  better 
off  waiting.  On  the  other  hand,  if 
you've  already  got  a  lot  of  short-term 
gains  for  1986,  take  long-term  losses 
now  up  to  that  amount. 

If  you're  sitting  on  both  short-  and 
long-term  losses,  the  general  rule  is  to 
take  the  short-term  losses  up  to 
$3,000  this  year.  But  you  won't  lose 
any  future  deductions  if  you  take 


more  than  $3,000  of  short-term  los^l 
this  year — if  the  market  dictates.  I 
In  the  case  of  a  fund  you  can,  ; 
course,  recognize  the  loss  or  ga 
merely  by  switching  out  of  the  fun 

What  about  state  taxes  on  capital  gaii 
Will  they  be  going  up  as  well? 
Nad:  Many  will.  The  reason  is  th 
many  states  follow  the  lead  of  Unc| 
Sam  when  it  comes  to  taxes.  Tho 
that  do  usually  apply  their  tax  rate 
a  number  taken  from  the  federal  fori 
like  adjusted  gross  income  or  taxah 
income.  Because  federal  tax  refor 
has  broadened  the  revenue  base  b 
state  tax  rates  have  remained  tl 
same,  taxpayers  may  owe  more  ne 
year  to  states  that  follow  the  feder 
lead,  unless  the  states  drop  their  rate 
[Alarmed,  Forbes  checked  furth 
and  confirmed  this  grim  truth  (s^ 
map).  In  New  York,  taxpayers  wi 
save  $1.5  billion  in  federal  incorr 
taxes  as  a  result  of  tax  reform,  bi 
could  owe  the  state  the  same  amoui 


takes 


The  federal  tax  bill  would  cause  automatic  changes  in   back  their  tax  codes  on  Uncle  Sam's.  Here  are  the  probable 
personal  income  taxes,  since  many  states  piggy-  effects,  based  on  the  most  current  data  available. 


Source:  Advisory  Commission  on  Intergovernmental  Relations. 
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Chief  Executive  Officers  read  International  Management  because  it  addresses  their 
need  to  know  about  management  ideas,  trends  and  techniques.  It  discusses  management 
opportunities  with  more  insight  and  shows  new  perspectives. 

All  surveys  prove  that  I.M.  is  a  leading  medium  to  reach  decision 
makers  in  Europe  and  the  Middle  East. 


|M|  INTERNATIONAL  

IVIdndQGfnGfll  As  Influential  as  our  Executive  Readers 
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IN  PARADISE 

An  island  paradise  that  offers 
Jl  \  you  total  relaxation  plus  the 
thrill  of  discovery.  Stroll 
pristine  beaches.  Go  fishing  for 
the  big  ones.  Sun  yourself  by  our 
pool  or  scuba  in  waters  renowned 
for  the  splendor  of  their  tropical 
fish.  On  Forbes  Magazine's 
Laucala  Island,  all  the  choices 
are  yours. 

BUT  JUST  FOR  A  FEW  . . . 
Forbes  loves  its  private  Fiji 
island,  and  we  think  you  will,  too. 
So  we've  put  out  the  welcome 
mat,  but  only  for  a  few  at  a  time. 
We'll  take  up  to  8  guests,  for  7 
nights  and  8  days.  Cost  is  $1,650 
per  person,  which  includes  4 
days  of  tropical  fishing  plus  all 
meals,  lodgmg  and  a  round-trip 
flight  between  Laucala  and  Nadi 
International  Airport  (on  the 
main  island).  It's  the  "in"  place  to 
go,  away  from  the  cold,  the  traf- 
fic, the  noise,  the  hassle.  Service 
with  a  smile  and  no  tipping. 
For  mfoimation  please  write; 
Fiji  Manx^icr.  Forbes  Magazine, 


r'^ntthAv; 
.!  212/6] 


,M^' 10011 
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or  more  if  tax  rates  aren't  dropped.  In 
Virginia  capital  gains  rates  would 
jump  from  1.2%  to  an  effective  4.1% 
top  rate  in  two  years;  in  Delaware, 
from  1.9%  to  7%;  in  Connecticut, 
from' 1.4%  to  5%.  All  of  these  in- 
creases reflect  not  only  the  elimina- 
tion of  favored  rates  for  long-term 
gams,  but  also  the  fact  that  the  deduc- 
tion for  state  taxes  paid  won't  be 
worth  as  much  when  the  top  federal 
rate  is  28%,  not  50%.] 

Set 'era/  governors,  among  them  those  of 
New  York  and  Minnesota,  have  pledged 


to  return  the  windfall  to  the  taxpa' 
Will  it  happetj  'f' 

Nad:  History  shows  that  once 
money  is  in  state  coffers,  it  ma) 
hard  for  states  to  give  it  up.  ^ 
York,  for  example,  says  it  may 
give  back  all  the  income  tax  incr« 
if  other  tax  revenues  go  down, 
transfer  taxes  on  real  estate. 

What  if  I  oivn  a  business  with  a  lou 
basis?  Can  I  sell  it  to  my  accountant , 
buy  it  back  to  lower  future  taxes? 
Nad:  I  wouldn't  try  it.  It  may  not  I 
true  sale  for  tax  purposes.  ■ 


11 


John  Templeton  is  a  legend  in  his  ou 
time.  Can  a  legend  he  reincarnated? 


On  the  shoulders 
of  a  giant 


By  Laura  R.  Walbert 


IF  YOU  TRY  TO  CALL  Thomas  Hans- 
berger,  president  of  Templeton, 
Galbraith  Hansberger  Ltd.,  the 
fund  company,  and  he  is  not  in  his 
Fort  Lauderdale,  Fla.  office,  he  could 
be  in  the  Bahamas,  discussing  a  stock 
idea  with  his  boss,  John  Templeton, 
the  73-year-old  dean  of  global  invest- 
ing. Or  Hansberger  could  be  in  Hong 
Kong,  coordinating  the  formation  of  a 
new  Templeton  fund  to  invest  in 
emerging  markets.  Or  he  could  be  on 
the  stairs.  Five  times  a  day,  Hans- 
berger, 53,  straps  a  16-pound  weight 
to  his  back  and  races  up  the  stairwell 
to  his  22nd-floor  office. 

What  does  John  Templeton  think  of 
Hansberger's  fitness  mania?  "He 
thinks  I'm  moderately  insane,"  says 
Hansberger. 

It's  an  eccentricity  Templeton  glad- 
ly puts  up  with.  Templeton  has  en- 
trusted to  the  affable  Hansberger  the 
job  of  running  the  show  when  Tem- 
pleton quits  or  dies.  After  more  than 


40  years  of  stellar  performance,  Jc 
Templeton  is  fully  aware  of  his 
and  so  are  fund  shareholders. 

Remember  Imrie  de  Vegh?  Fei 
nand  Eberstadt?  Paul  Cabot?  All  gr 
investors  whose  funds  lagged  and  1 
guished  when  they  died  or  retired 

Templeton  has  said  he  will  tak 
back  seat  at  age  80.  "I  don't  want 
retire,  but  there  aren't  too  many 
year-olds  who  should  still  be  runn 
companies."  Determined  to  avoid 
declines  that  beset  the  funds  m 
tioned    above — de    Vegh  Mutt 
Chemical  Fund,  State  Street — Te 
pleton  has  addressed  himself  to 
problem  of  succession.  Whether 
will  be  more  successful  with  succ 
sion  than  the  others  remains  to 
seen.  But  certainly  his  choice  of  h 
apparent  is  an  auspicious  one. 

Hansberger  had  worked  on  W 
Street  for  several  years  before  starti 
his  own  investment  firm  in  Tarn 
which  in  1973  he  merged  into  fu 
operator  Stein  Roe  &  Famham.  It  vi 
curiosity  as  much  as  anything  tl 


.  nt  Hansberger  to  an  interview  with 
empleton  in  1979.  "Everybody  talks 
)out  the  great  guru  who  lives  on  the 
land,  but  no  one  had  met  him,"  says 

.ansberger. 

j  The  pair  hit  it  off  but  made  no  deal, 
empleton  wanted  to  build  a  research 
aff  near  his  home  at  the  Lyford  Cay 
lub  outside  Nassau.  Hansberger  did 
jt  want  to  move  his  family  from  Fort 
i;iuderdale.  They  settled  on  south 
jorida,  but  Templeton  wanted  Mi- 
Ini,  Hansberger  Fort  Lauderdale, 
ij  Says  Hansberger,  "He  finally  nego- 
l|ated  that  I  could  live  some  certain 
Umber  of  miles  from  Miami  Airport, 
|hich  just  so  happened — the  rascal 
![id  already  measured  it — to  take  in 
ifhere  I  lived.  I  couldn't  move  any 
ij  rther  north  or  west,  but  I  was  in  the 
i  role." 

:  Hansberger  is  heir  to  the  invest- 
i  ent  management,  but  marketing 
ill  be  in  other  hands.  In  1974  John 
albraith,  then  53,  left  his  position  as 
;ad  of  the  Lexington  funds  and  of- 
red  to  do  marketing  for  Templeton 
nds  in  the  U.S.  Templeton's  re- 
)onse:  Set  up  your  own  company  and 
)  It.  Galbraith  did,  and  what  started 
i  a  kitchen  table  operation  now  em- 
;  oys  200  in  St.  Petersburg,  Fla.,  doing 
ixounting  and  shareholder-servicing 
ork  as  well  as  marketing.  Today 
albraith  is  the  second-largest  share- 
older  in  Templeton,  Galbraith  & 
:  ansberger,  the  publicly  traded  hold- 
ig  company  for  the  outfits  that  dis- 
ibute  and  manage  the  $6  billion  (as- 
;ts)  Templeton  funds. 
With  Galbraith  doing  the  market- 
ig,  Templeton  was  free  to  concen- 
ate  on  running  the  money.  Hans- 
jrger,  who  became  the  fourth-largest 
'  ockholder  in  the  firm,  was  given  the 
sk  of  building  a  research  staff  to 
ipport  Templeton.  But  the  thrifty 
empleton  didn't  want  to  pay  for  the 
i  search  staff.  Hansberger  was  told  to 
,)  out  and  hustle  enough  private  ac- 
)unts  to  cover  the  overhead.  Today 
lie  Fort  Lauderdale  office  manages 
lore  than  $2  billion  in  private  ac- 
junts,  in  addition  to  providing  re- 
:arch  to  Templeton. 
The  Templeton  firm  employs  nine 
:search  analysts,  who  divide  the  U.S. 
y  industry  and  the  rest  of  the  world 
/nation.  Hansberger  selected  young- 
ers — most  are  in  their  20s  or  30s — so 
lat  they'd  be  willing  to  take  their 
imps  while  learning  from  Temple- 
m.  "I  brought  in  more  experienced 
:ople,  and  they  right  away  had  their 
wn  preconceived  ideas,"  he  says. 
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If  you  think  an  Owl  and  a  Pussy- 
cat are  an  unusual  combination, 
consider  ttie  recent  joint -venture 
agreement  between  Concurrent 
Computer  Corporation,  a  subsidiary 
of  Perkin-Elmer  Corporation,  and 
Nippon  Steel.  Who  would  have 
imagined  that  the  world's  largest 
manufacturer  of  semiconductor 
manufacturing  equipment  and 
Japan's  largest  steelmaker  would 
get  together  to  form  a  joint  firm  to 
sell  and  later  manufacture 
Concurrent's  superminicomputers  in 


Japan?  Certainly  not  either  of  the 
companies  at  first. 

That's  when  Daiwa  stepped  in  as 
go-between,  to  create  exciting  new 
business  opportunities  Daiwa,  and 
only  Daiwa,  knew  that  Nippon  Steel 
was  keen  to  diversify  on  the  basis  of 
its  strong  software  applications 
technology  Daiwa  also  knew  that 
Concurrent  was  ambitious  to  get  into 
the  Japanese  market  Without  Daiwa, 
there  would  have  been  no  fairy-tale 
ending. 

And  this  is  only  one  of  the  many 


areas  of  Daiwa's  business.  As  an 
international  securities  house,  Daiwa 
has  the  expertise  and  imagination  to 
make  the  most  of  your  financial 
position 

So  come  to  Daiwa  if  you're 
looking  for  some  unusual  and 
profitable  business 
opportunities. 


Ask  Daiwa. 


□AIWA 

DAIWA  SECURrriES  CO.  LTD. 


Head  Office:  6-4,  Otemachi  2-chome.  Chiyoda-ku.  Tokyo  100,  Japan  Tet  (03)  243-2111  Telex  J22411  OAIWASEC 

New  York  Office:  One  Liberty  Plaza,  91  Liberty  Street,  New  York,  NY  10006  Tel  (212)  732-6600  Movmg  shortly  to  new  tieaOqyarlefs  m  me  World  Financial  Cenler 

Other  Overseas  Offices:  Bahrain,  Beijing.  Brussels,  Pans,  SSo  Paulo,  Seoul.  Sydney,  Toronto,  London,  Amsterdam,  FranMurt.  Zurich,  Geneva,  Milan. 

Los  Angeles,  Chicago,  Hong  Kong,  Singapore,  Melbourne 


Dreyfiis — 

I  New  Leaders  Fund 


^.  Up  65.3%!' 

In  just  a  short  period  of 
time,  this  Fund  has  grown 
65.3%  with  dividends  and 
capital  gains  reinvested.* 

This  dynamic  Fund  seeks  out 
vigorous  small  companies  that  are 
quick  to  react  to  new  opportunities. 
While  past  performance  is  no  guarantee 
of  future  results,  for  long-term  growth  of 
your  money  this  may  be  the  fund  to  consider. 

•  No  sales  charge  •  No  charge  to  invest  or 
redeem  •  Start  with  just  $2,500. 


047L001 
0A7F001 
047Y001 


P.O.  Box  3498,  Camden,  NJ  08101 

For  a  Prospectus  and  more  complete  information,  including 
management  fee  charges  and  expenses,  send  this  coupon  or  call 
toll-free  number.  Read  material  carefully  before  you  invest  or 
send  money. 

Please  send  me  information  on  Dreyfus  IRA  I  1    Keogh  □. 


I 
I 
I 
I 
I 
I 
I 

L 

•  LIPPER  ANALYTICAL  SERVICES,  INC.  1/31/85  to  6/30/86.  Price  and  yields  fluctuate. 


Name  

Address . 

City  

Stale  


.  Zir- 


FOR  A  PROSPECTUS 
Call  toll-free,  day  or 
night,  7  days  a  week. 

I-80O-USA-LION 

Extension  637 
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Their  nominations  for 
buys  (for  both  individual 
accounts  and  the  funds) 
arc  subject  to  veto  by  Tem- 
pleton;  he  accepts  80%  of 
the  recommendations. 

A  strikeout  does  not  nec- 
essarily mean  a  bad  stock 
pick.  Ralph  Layman  joined 
the  firm  as  a  portfolio  man- 
ager in  early  1985.  Temple- 
ton  rejected  one  of  his  first 
stock  picks,  Volksvi'agen. 
Says  Layman,  "He  Vk^as 
skeptical  of  competitive- 
ness in  the  auto  industry, 
especially  at  the  lower 
end."  The  stock  tripled 
during  1985,  but  Layman 
understands  the  lesson. 
"Our  product  has  to  be  con- 
sistent," he  says. 

"The  guys  get  frustrat- 
ed," says  Hansberger. 
"But  sometimes  we  reach 
too  far.  The  stocks  may 
turn  out  great,  not  be- 
cause they  were  underval- 
ued, but  because  the  earn- 
ings came  through  very 
strong.  That's  not  the 
Templeton  philosophy." 

which  is  probably  what 
made  Templeton  such  a 
great  investor:  He  follows 
a    coherent  investment 


I 


Thomcis  Hansberger  of  Templeton,  Galhraitb  &  Hansberger 
"I'm  not  a  successor  to  John  Templeton." 


philosophy    rather  th 
tempering  what  he  dc 
with  what  is  salable 
any  given  moment. 

Can  Templeton  avc 
the  postretirement 
posthumous  fate  that 
damaged   the  works 
Eberstadt,  de  Vegh  a 
Cabot?  "I'm  not  a  succ' 
sor  to  John  Templetor 
says  Hansberger.  "I  c 
give  him  a  successor  orj 
nization  that  will  keep  c 
livering  the  same  produ^ 
But  as  far  as  the  same  i 
tuition,  the  same  expc  |j 
ence  level.  .  .  .  You  kno 
I  don't  kid  myself." 

Lunching  on  tropic 
fruit  by  the  Lyford  C 
pool,  John  Templeton  i 
fleets  on  his  successc 
ship.  "T.  Rowe  Price, 
great  man  and  a  great  i 
vestor,  retired  and  lat 
died,  and  his  firm  conti 
ues  to  be  very  successfi. 
There's  Ted  Scudder 
Scudder,  Stevens 
Clark.  Scudder  has  dor 
just  as  well  withoi 
him,"  Templeton  say 
"If  I  dropped  dead  tomo 
row,  maybe  the  fin 
would  be  better  off. 


Shares  of  Franklin  Resources  are  up 
9,000%  over  the  past  four  years.  Too  had 
its  funds  dorit  perform  like  that. 

All  in  the 
fund  family 


By  Jof3s  H«>ias 


It's  not  as  universai  .?.s  it  once  was, 
but  it  is  still  a  fi^ct  of  life:  Mutual 
funds  are  sold,  nut  bo uj*:ht.  Meaning? 
That  few  investors  rake  ».he  trouble  to 
do  their  homework  ar.'C  wiil  buy  the 


fund  that  is  proffered  to  them  the 
most  skillfully  and  consistently. 

What  has  changed  the  rules  some- 
what is  the  growth  of  the  performance 
cult:  People  eagerly  watch  the  mutual 
fund  equivalent  of  the  racing  forms 
and  rush  to  buy  the  latest  winner.  But 


sharp  marketing  still  matters  in  mi 
tual  funds.  How  else  to  explain  th 
tremendous  success  of  Franklin  R 
sources.  Inc.  of  San  Mateo,  Calif.? 

Four  years  ago  Franklin  was  an  ol 
scure  operator  of  mutual  funds  wit 
$2  billion  under  management.  Th 
35-year-old  company  had  been  publ 
since  1971,  but  its  stock  had  gon 
almost  nowhere.  Today  Franklin 
the  country's  fourth-largest  mutua 
fund  manager,  not  counting  broker: 
with  327  billion  in  26  funds.  Its  sue 
cess  has  brought  overnight  riches  t 
the  family  that  controls  the  compa 
ny— as  well  as  to  anyone  who  hap 
pened  to  buy  Franklin  stock  in  1982  a 
a  split-adjusted  50  cents.  The  share 
were  recently  at  45. 

Hot  performance?  Not  at  all.  Sever 
al  of  Franklin's  equity  funds,  notabl 
the  Utilities  and  Income  funds  man 
aged  by  Chief  Executive  Charles  John 
son,  have  beaten  the  averages.  Bu 
unlike,  say.  Fidelity  or  Vanguard 
Franklin  has  no  star  funds.  The  U 
Government  Securities  Fund  was  th 


.5 
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If  s/ou  aren't  reading 

I  Newsweek, 

Vou  aren't  reading 

j  America's 
fastest  growing 

newsweekly. 

The  magazine  you're  now  reading  suggests  that  you're  a  person  who  wants  to 
low  what's  happening  in  the  world  around  you. 

New  studies  indicate  that  these  days  more  and  more  readers  like  you  are  turning 
Newsweek.  These  studies  also  indicate  that  these  readers  are  earning  more  and 
e  recognized  as  professionals  in  their  careers. 

Newsweek  is  pleased  to  know  that  more  and  more  people  are  pleased  with  us. 
e've  always  been  the  newsweekly  that  does  more  than  report  the  news.  We  not 
ily  tell  what's  happening,  but  why  it's  happening  and  what  it  means  to  you. 

If  you  aren't  reading  Newsweek  regularly,  you  may  be  missing  out  on  some  of  the 
iportant  stories  of  the  year  And  you're  certain  to  miss  out  on  other  journalistic 
ndmarks  to  come.  Our  reports  on  AIDS,  terrorism,  the  marriage  crunch,  Nixon, 
id  the  drug  crisis  have  been  among  the  most  widely  talked  about  pieces  of 
urnalism.  Insightful  stories.  Perceptive  stories.  Many  of  them  regarded  as  ahead  of 
eir  time. 

We  know  what's  expected  of  us.  We  know  who  we're  talking  to.  It's  obvious.  We're 
Iking  one  on  one  to  our  readers. 

We'd  be  gratified  if  that  distinguished  group  included  you. 

Newsweek 

Why  it  happened.  What  it  means. 

'86  Simmons  Study  of  110  magazines  and  interviews  with  19,146  people,  Newsweek  results  available  upon  request.  ©  NEWSWEEK  1986 
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the 


tenth-worst-performing  fund  out 
of  387  tracked  by  Lipper  Analyti- 
cal Services  for  the  ten  years  end- 
ing June  30. 

So  what  did  Franklin  Ho  right? 
Success  did  not  come  easily. 
When  Charles  Johnson  took  over 
his  father's  tiny  fund  business  in 
1957,  assets  urder  management 
were  a  mere  $2  million.  Fresh  out 
of  the  Army  and  three  years  out 
of  Yale,  Charlie,  as  he  is  called, 
was  one  of  only  two  employees. 
Franklin  grew  slowly.  The  stock 
market  crash  of  1973-74  almost 
put  it  out  of  business. 

It  was  Charlie  Johnson's  genius 
to  recognize  the  importance  of 
marketing — designing  products 
for  specific  markets  and  then  pro- 
moting them  furiously.  Franklin 
started  one  of  the  first  funds  spe- 
cializing in  gold  stocks,  which 
took  off  with  inflation  in  the  late 
1970s.  In  1981  Franklin  offered 
first  municipal  bond  fund  free  of  both 
federal  and  state  income  taxes.  The 
California  Tax-Free  Income  Fund  is 
now  the  biggest  of  its  kind,  with  $6.4 
billion  in  assets. 

New  product  followed  new  prod- 
uct. The  biggest  hit  is  the  Franklin 
U.S.  Government  Securities  Fund, 
with  $14  billion  in  assets,  the  largest 
publicly  offered  mutual  fund  in  the 
country,  excluding  money  markets. 
In  early  1983  Johnson  switched  his 
then-ho-hum  fund  entirely  into 
GNMAs,  which  became  the  next  fund 
industry  rage. 

"Whether  in  mutual  funds  or 
manufactured  products,  if  you 
can  get  some  lead  time,  you  can 
control  a  significant  part  of  the 
market,"  says  Rupert  Johnson, 
Charlie's  half  brother,  who  over- 
sees investments. 

What  makes  the  GNMA  fund 
such  a  big  seller?  A  very  adroit 
choice  of  sales  commissions.  The 
traditional  battle  has  been  be- 
tween load  funds,  which  take  up 
to  8.5%  of  the  customer's  money 
off  the  top  as  a  sales  commission, 
and  no-lcad.s,  which  don't.  Frank- 
lin aims  its  bond  fund  right  down 
the  middle.  It  has  a  maximum 
load  oi  only  4%,  a  good  selling 
point  for  .=^tcckbrakers  who  want 
to  appear  to  be  actinj-  in  the  cus- 
tomer's inu-re.-^t.  Hut  t-e  broker 
(or  his  empiovci  )  keeps  the  entire 
4% .  Other  fun..'  groups  h/Ava  high- 
er loads  but  gl^ m-ily  part  lo  the 
broker.  Franklu;  doesn't  get  to 


Frank/ in  Chciirnuiii  Chen  Ics  Job)  iso)  i 
Their  success  did  not  come  easily 


pocket  any  of  the  load,  but  never 
mind:  It  makes  up  the  loss  a  bit  down 
the  road. 

Franklin  collects  another  load  of  up 
to  4%  on  reinvested  income  divi- 
dends— a  load  it  doesn't  share  with 
the  broker.  That  fee  hauls  in  about 
$45  million  a  year.  On  GNMA  assets 
currently  yielding  around  11%,  the 
reinvestment  load  is  equivalent  to 
having  0.4%  tacked  onto  the  0.5% -or- 
so  management  fee. 

With  other  fund  managers,  Franklin 
has  been  accused  of  promoting  an  arti- 
ficially high  yield  on  its  bond  funds  by 
buying  high-coupon  bonds  at  a  premi- 


Senior  Vice  Preside.'/!  Rupert  fobfisoii 
. .  .  hut  now  they're  worth  $235  million. 


um,  only  to  see  those  boi 
called  away  early  at  par.  T 
losses  of  principal,  of  coui 
come  as  capital  losses,  wh 
aren't  reflected  in  the  repor 
yield.  Says  one  San  Francii 
money  manager  who  had  to 
swer  to  angry  customers  he'd  j 
in  the  Franklin  California  T 
free  Income  Fund  a  few  years  a 
"I  had  customers  coming  in  a 
asking  how  the  fund  could  be 
ing  down  while  bond  prices  w 
going  up." 

So  Franklin  is  more  of  a  m 
keting  success  than  an  invc 
ment  success.  It  spends  10% 
revenues  on  advertising,  unusii 
for  a  load-fund  group.  It  bac 
that  up  with  one  of  the  best  s 
vice  departments  in  the  indust 
What's  next?  Early  with  ma 
of  the  previous  fashions  in  mui 

  al  funds,  Franklin  is  staying  ck 

of  some  current  ones.  It  has  yet 
start  an  international  fund  or  a  gro 
of  sector  funds.  It  has,  however,  aim 
more  in  Fidelity's  direction  recent 
by  lowering  the  maximum  load  on  : 
equity  funds  from  7.25%  to  4%, 
same  as  on  its  bond  funds. 

Franklin  also  wants  to  leverage 
I.3-million-customer  base.  In 
cember  it  bought  a  failing  bank 
California  for  $2.8  million.  Copyii 
Dreyfus,  it  plans  to  offer  credit  care 
consumer  loans  and  even  insun 
certificates  of  deposit  to  fundholdei 
Also  in  December  Franklin  bought 
California-based  real  estate  syndic 
tor  for  $11  million.  "There  is 
distinct  probability  that  befo< 
long  we  will  be  back  in  an  infl 
tionary  environment,"  says  R' 
pert  Johnson.  "We  want  to  off 
investors  an  alternative." 

Franklin  gives  new  meanir 
to  the  term  "fund  family 
Charles,  53,  and  Rupert,  46,  ow 
nearly  40%  of  Franklin's  stocl 
currently  worth  $235  millioi 
Four  other  Johnson  family  men 
hers  hold  down  jobs  at  Frankli 
mcluding  Charles'  son  and  likt 
ly  successor.  Chuck,  30,  a  CP. 
and  a  Harvard  M.B.A.  Franklin 
revenues  should  hit  $140  mi 
lion  for  the  fiscal  year  endin 
Sept.  30,  more  than  a  twentyfol 
mcrease  from  1981.  Earning 
should  rise  130%  this  year, 
$2.20  a  share. 

Maybe  Franklin  doesn't  buil 
the  best  mousetraps,  but  it  doe 
know  how  to  catch  mice.  I 


ISO 
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in  the  party,  get . . . 

e  Sayings  of 
mrman  Malcolm 


OF 

^IBMAN 

liLCQUi 

•la  totes 


"Gems"  said  USA 
Weekend.  "Irrepressi- 
ble", said  The  Princeton 
Packet.  Guess  what.  Over 
1,000  of  the  Chairman's 
Sayings  have  now  been 
published  in  a  set  of 
two  slim  green  and  gold 
volumes  to  the  dehght 
of  readers  and  reviewers. 
"Ideal  fare  for  lovers  of 
the  zip  read".  "Malcolm 
Forbes  is  more  than 
willing  to  offer  his  two 
fcents  worth  on  most 
any  subject".  Two  cents 
worth  times  1,000  is 
$20.  You  can  have  them 
all  at  the  bargain  price 
of  $18,  slipcase  and  ship- 
ping included.  Be  pro- 
voked and  amused,  fill 
out  and  return  the  cou- 
pon today. 
I' 

they  said  about  the  first  printing. 

read  your  book,  and  it  was  delicious.  I  ate  it." 
Ann  Landers,  Daily  News,  New  York 

have  we  done  so  well  for  so  long  without  it? 
[ttle  book  is  witty,  wise,  serene,  sometimes 
and  at  other  times  tipsy;  but  always  great, 
c,  and  in  all  ways,  well  worth  its  price." 

The  Nashville  Banner 

ead  it  and  I  recommend  it  to  you  uncondi- 
ly.  It  is  a  terrific  book,  with  a  thousand  things 
ou'U  want  to  repeat  and  memorize  . . ." 
arry  Gray,  Radio  Station  WMCA,  New  York 

inlikely,  though  possible,  that  students  at  the 
ton  and  Harvard  Business  Schools  will  wander 
gh  the  quad  with  this  little  green  book  open, 
)rizing  Forbes  capitalistic  pearls.  On  the  other 
maybe  they  should." 

John  Weisman,  Los  Angeles  Times 


"Right  On,  Mr.  Chairman" 

— Publishers  Weekly 

"A  dinner  of  fortune  cookies" 
— Newsday 


Chairman  Malcolm 
pens  more  of  his  wealth 
of  wisdom.  Forbes  has 
covered  a  lot  of  ground 
and  so  do  his  sayings: 
Gems. 

USA  Weekend 

The  Malcolm  Forbes 
sayings  in  this  latest  col- 
lection are  clearly  the 
fruit  of  deep  contempla- 
tion. Right  on,  Mr. 
Chairman. 

Publishers  Weekly 


Reading  Malcolm 
Forbes'  latest  is  a  lot 
like  having  a  dinner  of 
fortune  cookies.  You 
get  assorted  amuse- 
ments, even  though  it's 
clear  there's  not  much  at 
the  center. 

Newsday 

A  collection  of  auda- 
cious wit  and  irrepress- 
ible opinions,  the  pithy 
epigrams  apply  to  all  of 
life's  situations. 

Princeton  Packet 


r 


(  )  Send  me  "The  Further  Sayings  of  Chairman 
Malcolm".  My  check  for  $8.95  plus  95<t  for  ship- 
ping and  handling  enclosed. 

(  )  Better  still!  Send  me  the  set  of  two  volumes 
in  matching  green  slipcase  for  only  $18  (shipping 
and  handling  included).  Check  enclosed. 

Send  to: 


Name 


(please  print) 


Address 


L 


City 

Please  add  sales  tax  for 
New  York  State  and  other 
states  where  applicable. 


State  Zip 
Forbes 

60  Fifth  Avenue 
New  York,  NY  10011 


J 


INFORMATIOI 
SO  INSIDE,  IT'S  ALMOST  1 
LIKE  BEING  A  MEMBER 
OF  THE  BOARD. 


When  It  comes  to  your  investments, 
'time  is  money"  is  not  a  cliche. 
It's  gospel.  The  longer  it  takes 
you  to  find  out  what  insiders  know, 
the  more  it  costs  you.  That's  why  it 
pays  to  watch  Financial  News 
Network  on  cable  television. 

From  6am  to  7:30pm,  Monday 
through  Friday,  FNN  provides  a 
constant  stream  of  news  as  well  as 
stock,  bond  and  commodity 
updates  and  analyses. 


There  are  commentaries  and 
interviews  with  personalities  who 
are  a  veritable  "who's  who"  of 
business,  economics  and  personal 
finance.  There  is  also  FNN's 
continuous  coverage  of  NYSE 
and  AMEX  trading,  plus  the  only 
NASDAQ  "over  the  counter" 
stock  ticker  anywhere.  And  it's 
all  live  and  immediate.  In  fact, 
when  news  breaks,  FNN 
viewers  know  it  and  can  use 
it  within  minutes. 
That's  about  as  inside 
as  you  can  get. 


Another  benefit.  FNN  viewers  Ccl 
also  purchase  DBC/MarketWatc| 
services  for  real  time  stock  and 
option  quotes  direct  to  their 
personal  computers. 


FINANCIAL  NEWS  NETWORK 
AS  INSIDE  AS  YOU  CAN  GET 

So  tune  in  FNN  today. 
Consult  your  local 
cable  listings  for  tl 
FNN  channel  or  cs 
your  cable  operate 


The  ForbesAVUshire  5000  Review 


Edited  by  Steve  Kichen 


eparing  for  a  rematch.  After  a  dismal  performance  in 
ost  of  July  the  market  has  quietly  gotten  its  act  back 
igether.  During  the  midsummer  correction  the  Dow 
opped  145  points  v^^hile  the  market  value  of  the  Wilshire 
dex  slipped  nearly  $189  billion  in  just  four  w^eeks.  But 
le  market  has  quietly  recovered  almost  half  the  ground 
lat  it  lost  and  may  be  ready  for  another  shot  at  the  top. 
ue-chip  stocks  have  been  leading  the  comeback.  The 
ov^^  gained  5.2%  in  the  last  two  weeks,  while  Amex  and 


Nasdaq  shares  posted  respective  gains  of  4%  and  2.6%. 

With  share  prices  on  the  mend,  the  Wilshire  index  is 
back  up  to  a  multiple  of  18  times  latest  12-month  earn- 
ings. The  current  P/E  for  the  Forbes  Sales  500  is  16.6, 
while  the  P/E  on  the  Dow  industrials  is  13.3.  Looking  on 
the  bright  side,  the  Forbes  Sales  500,  despite  plenty  of  cuts 
in  earnings  estimates,  is  priced  at  only  11.4  times  estimat- 
ed earnings  in  1987.  Such  rosy  forecasts  can  help  sustain 
the  bull  market. 


Closeup  On  The  Equity  Markets 


Performance  of  six  leading  indexes 

Wilshire 

Forbes 

Dow  Jones 

NYSE 

Amex  Market 

NASDAQ 

iPercent  change 

5000 

500^ 

industrials 

Composite 

Value  Index 

Composite 

in  last  4  weeks 

3.5 

4.3 

4.4 

4.3 

1.4 

-0.2 

in  last  52  weeks 

30.8 

28.2 

41.4 

31.8 

17.1 

28.2 

Stock  performance  based  on  six  key  investor  yardsticks 


Percent  change 

Company  size 

Volatility^ 

P/E  multiple 

Dividend  yield 

Growth  profile" 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

In  last  4  weeks 

4.6 

-0.6 

1.1 

2.9 

0.1 

0.8 

2.3 

-0.3 

2.2 

2.8 

2.7 

-1.5 

in  last  52  weeks 

32.8 

39.6 

59.3 

35.2 

21.4 

37.6 

28.5 

40.3 

54.0 

42.5 

44.5 

24.0 

'ilshirc  index  reflects  price  performance  It  differs  slightly  from  market  value  of  outstandmg  stocks  because  of  retirements  of  equity  since  index  was  created, 
ised  on  sales. 

stock's  sensitivity  to  overall  market  movement  High-volatility  issues  tiavc  wide  price  fluctuations,  low-volatility  issues  are  more  stable 
quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


ote:  All  data  for  periods  ending  8/15/86.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 


Gay  French 


i 


Wifeii  The  Action  Is 


Wall  Street  strikes  oil!  Energy  stocks  shot  up  12%  in  the 
last  two  weeks  amid  rebounding  oil  prices  and  signs  that 
OPEC  may  be  serious  about  achieving  production  quotas. 
The  world  may  not  be  returning  to  $30-a-barrel  oil  any- 
time soon,  but  investors  were  optimistic  that  the  oil 
business  had  touched  bottom.  Exxon,  Mobil  and  Royal 
Dutch  each  hit  52-week  highs. 


While  energy  was  the  clear  performance  leader,  | 
other  Wilshire  sectors  also  posted  handsome  gains.  C 
tal  goods,  raw  materials,  consumer  durables,  transpci 
tion  and  finance  shares  all  outperformed  the  4.7%  tf 
week  advance  in  the  Wilshire  index.  Ex-Cell-O,  subjecl 
an  acquisition  offer  from  Textron,  led  the  capital  ga| 
sector  with  a  50%  increase. 


Percent  change  in  last  52  weeks  O-O-  Percent  change  in  last  two  weeks 


Capital  goods 


+  50 
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Energy 
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Technology 


+  50 
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Consumer  durables 


+  50 
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Finance 
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Transportation 
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Raw  materials 


+  50 
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Utilities 
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What  The  Analysts  Think 


On  the  wrong  track.  In  the  last  two  weeks  analysts  cut 
back  their  1986  earnings  estimates  for  transportation 
shares  by  4.9%.  Forecasts  for  two  railroads,  Soo  Line  and 


Burlington  Northern,  were  reduced  by  43%  and  31° 
respectively.  Several  airlines — Continental,  TWA,  U/ 
and  NWA — received  less  severe  downward  revisions. 


Forecasting  the  Fc:  bes  500 


Average 

Perfoitaance 

earnings  per 

period 

share 

P/E 

latest  12  months 

$2.74 

16.6 

1986  estimate.s 

3.40 

13.4 

1987  estimate.^ 

3.90 

11.4 

Rank  based  on 
change  in  estimate 

Sector 

Estimated  1986 
EPS  P/E 

%  change  in  1986  estimai 
in  2  weeks     in  4  weeki 

1 

Consumer  nondurables 

$2.16. 

17.2 

-0.03% 

-0.27%  j 

2 

Utilities 

3.30 

10.9 

-0.29 

-0.47 

3 

Technology 

2.53 

14.5 

-0.61 

-2.93 

4 

Consumer  durables 

3.90 

9.9 

-0.72 

-1.09 

5 

Raw  materials 

1.83 

16.4 

-0.96 

-1.15 

6 

Energy 

2.19 

13.8 

-1.49 

-2.24 

7 

Finance 

3.25 

11.5 

-1.59 

-2.55 

8 

Capital  goods 

2.51 

15.4 

-1.91 

-2.97 

9 

Transportation 

1.64 

16.4 

-4.85 

-8.72 

Earnings  projections  are  capiraai^irioii-weightsd  consensus  estimates  from  over  1,1)00  security  analysts.  Data  are  compiled  and  updated  continuously  by  the  Institutional  Broke 
Estimate  System  1!BES|,  .i  <;e";ic-     Lynch,  (ones  &  Ryan,  a  New  York-based  biokerage  firm. 


Note:  All  data  for  periods  en ' : ■  ■!s''^'^,'86*'Prep"e'TI:!I  Wilsliiie  AssociatesrSaiua  Monica,  Calif.^  IBES,  a  service  ol  Lynck,  {ones  &  Ryan,  New  York. 
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Promote  Your  Municipal  Investment 
pportunities  to  America's  Most  Affluent 
and  Influential  Investor  Audience 

ue  Date:  November  17    Closing  Date:  September  22 

es  America's  patriotic  spirit  extend  to  the  mu- 
ipal  securities  market?  Most  certainly,  since 
)spective  tax  revisions  and  the  changing  mu- 
ipal  marketplace  are  making  municipal  invest- 
I  an  even  more  attractive  and  competitive  op- 
n.  Forbes'  special  advertising  supplement 
UBLIC  FINANCE-will  address  the  new  chal- 
iges  and  factors  facing  those  who  issue  and 
'est  in  tax-exempt  securities.  These  include: 
The  impact  of  the  tax-reform  debate  on  the 
environment  in  which  municipal  securities  are 
;old. 

The  effects  of  economic  and  demographic 

changes  on  state  and  local  financial  needs. 

rhe  surge  of  activity  among  municipal  issuers 

n  response  to  lower  interest  rates. 

rhe  new  flexibility  within  the  municipal  market 

esulting  from  the  proliferation  of  new  instru- 

nents. 

rhe  importance  of  credit  enhancement  within 
:he  tax-exempt  market. 


Participants  in  the  PUBLIC  FINANCE  supple- 
ment will  reach  Forbes'  audience  of  financial  offi- 
cers and  senior  executives  at  leading  corporate 
and  financial  institutions,  as  well  as  individual  and 
professional  investors  who  seek  reliable  invest- 
ment opportunities  offering  favorable  tax  advan- 
tages. 

In  addition  to  surrounding  your  message  with 
supportive  text,  advertisers  will  enjoy  these  valu- 
able benefits:  •Inquiry-generating  Reader  Ser- 
vice Card  listing  'Free  reprints  of  the  supplement 
•Bonus  reprint  mailing  to  members  of  the  Govern- 
ment Finance  Officers  Association. 

Advertise  in  Forbes'  PUBLIC  FINANCE  sup- 
plement and  promote  your  municipal  securities  to 
America's  most  powerful  investor  market  as  it 
discovers  that  the  U.S.  is  truly  a  land  of  investment 
opportunities.  For  reservations  and  information, 
call  ARNOLD  J.  PRiVES,  Director  of  Special  Pro- 
jects at  (212)  620-2224.  Or  contact  your  Forbes 
representative. 

Forbes 

Capitalist  Ibol' 

Forbes  Magazine-60  Fitlh  Ave  .  N  Y  .  N  Y  10011 


The  Adventurers. 


For  26  million  mature  Americans,  it's  the  time  of  their  1 


New  jobs.  New  hobbies.  New 
interests.  For  most  of  mature 
America,  every  day  is  a  new 
adventure.  Like  never  before, 
they're  feehng  a  lot  better  Abou 
themselves,  their  lives,  their  cor 
tributions  to  society.  For  the  f  irsi 
time,  they  have  new  time  to  exer 
cise  their  bodies,  their  minds,  th 
options.  They're  pouring  their  n^ 
found  energy  into  new  projects. 
Helping  to  fight  crime  in  their 
communities.  Doing  something 
basic  as  learning  to  cook.  Disco'^ 
ering  life's  simple  little  pleasures 
all  over  again. 

For  26  million  mature  Americ 
the  authority  on  their  new  lifetim 
is  Modern  Maturity  Magazine. 
In  every  issue  minicourses  educate.  Articles 
stimulate.  Opening  new  horizons, broadening  their  visioi 
teaching  them  about  new  health, 
new  food,  new  culture.  Helping 
them  chart  their  new  life  course. 
For  fifty  and  beyond,  the  real 
adventure  is  only  just  beginning. 

If  you  have  something  to  say 
to  mature  America,  add  your 
voice  to  their  voice-in-print. 
Modern  Maturity  For  advertis- 
ing details,  call  Peter  Hanson 
at  (212)  599-1880. 


Modern  Maturity 

The  beginning  of  a  new  lifetime. 


Capital  Markets 


MONEY  &  INVESTMENTS 

Want  to  Speculate  on  a  further  interest 
mte  decline?  Heres  one  way  without 


with  options  or  futures. 


i    TOTAL  RETURN 


By  Ben  Weberman 


In  time  the  economy  will  pick  up 
•and  we  will  see  some  increases  in 
jinterest  rates.  But  not  tomorrow. 
For  now  the  trend  in  interest  rates 
'remains  down.  From  the  fellows  at 
Shearson  Lehman  and  First  Boston, 
here's  a  strategy  for  making  a  specu- 
lative turn  on  this  probability  of  a 
continued  slide  in  rates: 

As  this  is  written,  federal  funds — 
overnight  reserves  on  deposit  at  the 
Fed  that  banks  with  excess  funds 
lend  to  others — are  trading  at 
6.25%.  These  funds  went  as  high  as 
16%  in  1982  and  have  gone  from 
9%  to  6%  in  the  past  year.  Fed  poli- 
cy will  probably  soften  interest 
rates  enough  to  pull  the  rate  down 
to  5%  in  six  months. 

If  funds  drop  to  5%,  yields  on  new 
issues  of  Aa-rated  electric  utility 
bonds  will  fall  from  9%  or  so  today 
to  about  7% .  But  the  threat  of  early 
refunding  would  hold  down  the 
price  of  outstanding  9%  debentures. 
So  a  price  of  1 12  would  give  a  yield 
of  7.16%  to  first  call  in  1991.  This 
12-point  gain,  combined  with  a  cou- 
ipon  return  of  about  AVi%,  gives  a 
'  stunning  return.  If  I'm  right  about 
the  decline's  taking  effect  by  next 
February,  that  return  annualizes  out 
to  43%.  That's  right:  43%. 


Ben  Weberman  is  a  senior  editor  of  Forbes 
magazine 


Let's  look  at  a  specific  bond.  In 
the  case  of  a  10 '/4%  Arkansas  Power 
&  Light  bond  selling  at  par,  the 
price  would  rise  to  1 1 1 .56  on  such  a 
fall  in  rates.  (It  would  rise  even  fur- 
ther but  for  the  fact  that  the  bonds 
are  callable  at  a  small  premium  over 
par  in  1991,  limiting  the  apprecia- 
tion potential.)  Add  interest,  and 
you  get  a  profit  of  16.69  points  for  a 
six-month  holding — compounded 
to  more  than  36%  annualized. 

Here's  how  it  works  for  a  noncall- 
able,  intermediate-term  electric 
utility  issue  like  the  Niagara  Mo- 
hawk 8%s  of  1994:  Current  yield  is 
8.88%;  that  would  drop  to  an  esti- 
mated 6.87%,  lifting  the  market 
price  to  110.92.  Total  return — six 
months'  interest  plus  price  appreci- 
ation, annualized — comes  to  32%. 

Michael  Carr,  vice  president  of 
corporate  bond  research  at  Shearson 
Lehman,  emphasizes  that  few  in- 
vestors think  about  total  return 
when  they  examine  the  bond  mar- 
ket. They  focus  on  yield  over  the 
full  term  of  the  issue  and  not  on 
what  may  be  achievable  by  buying 
now  for  resale  when  interest  rates 
bottom  out. 

Anyone  who  purchased  the  Trea- 
sury 9VaS  of  2016  last  February 
would  be  holding  an  issue  selling  at 
120.  An  investor  who  sold  on  Aug. 
15  would  get  a  20-point  profit  (40% 
uncompounded  at  an  annual  rate) 
and  half  of  the  9.25%  coupon,  for  a 
total  return  of  49%.  How  many 
stocks  do  readers  hold  that  beat  that? 

Carr  thinks  corporate  bonds,  par- 
ticularly certain  electric  utilities 
and  telephones,  have  the  best  po- 
tential because  they  trade  at  unusu- 
ally wide  yield  spreads  over  Trea- 
surys.  Over  the  next  six  months 
these  differences  should  narrow.  So 


their  prices  should  move  up  more 
than  Treasurys'.  He  advocates  buy- 
ing intermediate- term  discount 
coupon  bonds  because  they  are 
cheap  relative  to  industrials  and  to 
government  bond  alternatives. 

New  York  Telephone  41/4S  of  2000 
are  trading  at  68  to  yield  8.2%  to 
maturity.  Treasury  bonds  due  in 
2000  yield  roughly  7.5%.  The  tele- 
phone issue  will  move  up  in  price  to 
75y4  if  benchmark  federal  funds  hit 
5%  six  months  from  now,  for  a  total 
return  of  3 1  % . 

The  spread  between  a  long-term 
telephone  bond  and  a  long-term 
Treasury  is  now  160  basis  points, 
instead  of  a  normal  100.  (100  basis 
points  equals  1%  of  annual  interest; 
thus  a  7%  annual  yield  would  be 
expressed  as  700  basis  points.)  Take 
Aa-rated  New  York  Telephone  8%s 
of  2024,  trading  at  96  today  to  yield 
9.4%.  If  the  funds  rate  drops  to  5%, 
the  price  of  that  bond  will  rise  to 
110.52,  for  a  six-month  annualized 
return  of  39%,  and  the  spread 
against  Treasurys  will  narrow  by 
about  50  basis  points. 

There's  a  catch:  This  is  not  a  ploy 
for  small  investors;  brokers  are  in- 
clined to  gouge  on  small  bond  trans- 
actions. Even  discount  brokers 
charge  $10  per  $1,000  bond  round 
trip,  or  1  point,  and  full  service  bro- 
kers charge  as  much  as  2  points. 
Thus  commissions  alone  could  con- 
sume a  chunk  of  any  potential  prof- 
it. The  commission  is  not  included 
in  the  bid-asked  spread — the  differ- 
ence between  the  prices  at  which  a 
broker  buys  and  sells  from  a  mar- 
ketmaker.  But  even  a  substantial 
investor  should  restrict  the  game  to 
actively  traded  bonds,  since  the 
spread  can  range  from  half  a  point  to 
as  much  as  2  points,  a  total  round 
trip  of  4  expensive  points.  For  the 
small  investor,  the  best  way  to  play 
this  game  might  be  to  buy  a  good 
no-load  bond  mutual  fund  and  hold 
it  for  the  swing. 

Even  without  the  hazards  of 
transaction  costs,  these  handsome 
returns  aren't  guaranteed.  Should 
interest  rates  remain  where  they 
are,  the  return  would  be  limited  to 
the  actual  interest  received  on  the 
bond — still  not  a  bad  rate  of  return. 
Should  interest  rates  spike  upward, 
you  could  be  left  with  a  loss,  a  con- 
siderable loss,  as  anyone  who 
owned  bonds  in  the  late  1970s  and 
early  1980s  can  testify.  But  if  you 
think,  as  I  do,  that  interest  rates  will 
fall  further,  then  this  is  as  neat  a 
speculation  as  I've  seen  in  years.  ■ 
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The  Big  Portfolios 


MONEY  &  INVESTMENTS 

What  are  the  hedge  funds  talking  about 
these  days?  Chiefly,  how  nervous  they  are. 

EDGY  HEDGERS 


By  Susan  Lee 


If  you  were  long  when  the  Dow  fell 
79  points  in  one  week  early  in  July, 
you  lost  money.  If  you  were  short 
when  it  surged  64  points  in  one 
week  in  May,  you  lost  money.  This 
kind  of  market  is  tough  on  ordinary 
folks  but  seems  made  to  order  for 
the  money  managers  who  hedge — 
who  can  take  both  short  and  long 
positions  simultaneously. 

So  I  phoned  a  bunch  of  hedge 
funds  to  find  out  what  they're  do- 
ing. Hedgies  are  notoriously  untalk- 
ative — secretive's  the  word — but  a 
number  were  willing  to  talk  on  con- 
dition of  anonymity.  Talk  about 
what?  Chiefly  about  how  nervous 
they  are.  Especially  in  the  near 
term.  One  player  anguished:  "I 
don't  know  which  way  the  market 
is  going,  I  don't  know  which  stocks 
arc  good  or  bad.  I  have  a  lot  of  cash, 
but  that's  probably  wrong,  too." 

This  guy  is  not  alone  in  carrying 
lots  of  cash.  One  who  doesn't  insist 
on  anonvmity,  Randy  Updyke  of 
Updyke  A.«rscciates,  has  45%  of  his 
portfolio  in  the  liquid  stuff. 

Another  sign  that  hedge  funds  are 
anxious  about  the  spikiness  of  the 
market  is  that  many  of  them  are 
active  in  the  options  market.  Take 
Peter  Jeffer  of  ieffer  Partners.  While 


Susan  Lee  is  a  se-ihr  i  diior  of  Forbes 
magazine. 


he's  not  out  there  shorting  individ- 
ual stocks  like  mad,  he  has  been 
buying  put  options  on  the  S&P's 
100  index.  (That  way,  if  the  market 
collapses,  he  makes  money  selling 
his  options,  but  he  won't  be  caught 
short  if  the  market  runs  up.) 

Compounding  the  short-term 
nervousness  was  the  recent  uptick 
in  gold  and  oil  prices.  But  note:  The 
general  nervousness  obtains  for  the 
near  term  only.  Longer  term,  most 
hedgers  are  bullish.  Updyke,  for  ex- 
ample, doesn't  think  that  the  mar- 
ket has  topped  out.  "We  haven't 
seen  the  paroxysms  of  glee  that  you 
see  at  peaks,"  he  says. 

Updyke  owns  some  mutual  fund 
management  companies  because, 
he  says,  "these  things  simply  lever- 
age the  market;  if  you  like  the  mar- 
ket, you  like  these."  He  also  points 
out  that  the  mutual  funds  that  have 
had  big  plays  were  bond-oriented. 
"Now,  that  hardly  seems  like  a  par- 
oxysm of  glee,"  he  observes. 

Besides  the  lack  of  froth,  opti- 
mism about  the  market  comes  from 
expectations  of  a  continued  droop 
in  interest  rates.  Money  runners 
read  the  slow  growth  in  the  econo- 
my to  mean  that  the  Fed  is  going  to 
continue  to  lower  short-term  rates. 

This  optimism  on  interest  rates  is 
reflected  in  stock  picks.  I  heard  a 
torrent  of  financial  names.  Banks, 
brokerage  houses,  insurance  compa- 
nies and  mutual  fund  management 
companies  and  advisers:  Banker's 
Trust,  J. P.  Morgan,  General  Re, 
Chubb,  First  Executive,  Dreyfus, 
Eaton-Vance  and  Morgan  Stanley. 
Says  one  hedger:  "I  love  Morgan 
Stanley,  just  love  it.  It's  the  class  in 
the  brokerage  community  and  sell- 
ing at  less  than  ten  times  earnings." 

Two  less  familiar  financial  picks: 


insurance  firms  Foremost  Corp.  tli ' 
America  and  Corroon  &  Black.  I 

Foremost  Corp.  of  America,  ij 
Michigan-based  holding  compan  11 
is  the  U.S.'  largest  property  and  CiU 
sualty  insurer  of  mobile  homes  anl 
recreational    vehicles.    This  ye;l 
earnings  were  hurt  when  one  of  iin 
operations  took  big  hits  from  dilj 
faults  on  mobile  home  mortgages  i|L 
Texas,  Oklahoma  and  LouisianiB 
(There  was  a  palace  coup  about  | 
month  ago  when  the  board  replace  | 
one  of  the  largest  shareholders  an 
chief  executive,  who  had  taken  th 
company  into  the  private  mortgaj; 
insurance  business.) 

But  supporters  say  Foremost  is  i 
for  a  big  earnings  boost.  Its  undeijj 
writing  should  improve  because  xM 
tios  for  property  and  casualty  ar|| 
improving;  that  is,  rates  are  goinll 
up  while  coverage  is  being  cut.  Fore 
most  should  also  generate  huge  ir 
vestment  income  as  it  switche 
from  one-year  to  multiyear  policies 

The  second  name,  Corroon  t 
Black,  is  a  New  York  City-basC' 
full-service  insurance  broker.  It  ha 
grown  by  finding  liability  coverag 
for  difficult  groups,  like  lawyers 
municipal  governments  and  con 
struction  firms. 

Another  insurance  name  men 
tioned  is  Transamerica  Corp.,  th' 
California-based  financial  servic' 
company  with  a  strong  insuranc' 
component  in  property/casualty 
and  title  insurance.  Here,  money 
runners  think  that  Transameric; 
has  been  overlooked.  It's  now  focus 
ing  on  its  insurance  and  financia 
services.  It  is  selling  Transameric; 
Airlines  and  Transamerica  Delava 
(a  manufacturing  company),  and  i 
just  sold  Budget  Rent  a  Car. 

Speaking  of  financial  companies 
Peter  Jeffer  thinks  ITT  is  fast  be 
coming  one  by  shedding  a  lot  of  it: 
older  businesses.  Jeffers  thinks  tha' 
when  the  dust  settles,  ITT  will  be 
essentially  a  "very  good  quality  fi 
nancial  services  business."  He  alsc 
expects  ITT  to  buy  back  a  hunk  o: 
its  own  stock.  (And  hopes  so,  too— 
it's  his  biggest  long  position.) 

But  don't  overestimate  these  bull  Ij 
ish  noises.  Despite  their  belief  thai 
the  bull  market  isn't  over,  few  are 
betting  their  last  dollar  on  it.  Not 
right  now,  anyway.  One  hedger  said 
he  wouldn't  even  talk  to  me  be- 
cause "the  market  is  too  erratic.  We 
are  staying  as  light  as  possible,  and 
we're  willing  to  change  our  minds 
on  a  dime."  Nervous  players  make 
nervous  markets.  ■ 
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NOTHING  IS  MORE 
[MPORTANT  THAN 
i^OUR  INVESTMENT 

DECISIONS 


Wall  Street  is  a  battleground.  In- 
ters maneuver  for  position,  and  for 
i  ry  winning  position,  there  is  a  los- 
t  one.  That's  why  we  publish 
IvIANCIAL  WORLD— the  premier 
estment  magazine.  Every  two  weeks 
I  can  get  imaginative,  new  ideas,  as 
1  as  time-tested  strategies,  to  sort 

the  winners  from  the  losers  ...  to 
rease  your  investment  return.  And 
I  can  save  up  to  40%  on  your  sub- 
iption  if  you  act  now. 

FINANCIAL  WORLD  is  written 
rifically  to  give  you — the  smart 
?stor — the  latest  insights  into  every 
?stnient  market — to  help  YOU 


make  money,  save  money  and  beat  the 
averages.  We  monitor  the  market  so 
yoii  can  make  shrewd  investments  with 
a  maximum  of  information  and  a  mini- 
mum of  risk.  And  we've  been  doing  it 
for  over  80  years. 

Each  issue  covers  such  timely  top- 
ics as  stocks  and  bonds,  real  estate  and 
mutual  funds,  plus  profiles  of  top  fi- 
nancial achievers  and  money  manag- 
ers. Whether  you're  a  bull  or  a  bear, 
you'll  always  find  profitable  investment 
strategies  in  the  pages  of  FINANCIAL 
WORLD. 

In  every  other  issue  you'll  also  re- 
ceive, at  no  additional  charge,  FW's 


highly  regarded  Independent  Apprais- 
als of  3,000  stocks  (all  the  stocks  on  the 
NYSE,  AMEX  and  NASDAQ  National 
Market  List). 

To  see  how  you  can  profit  from 
FINANCIAL  WORLD,  call  toll-free 
1-800-247-5470  or  fill  out  the  coupon 
below. 

Do  it  now.  It's  one  investment  de- 
cision you'll  never  regret. 

If  the  coupon  is  missing,  write 
your  order  on  a  plain  sheet  of  paper 
and  mail  to:  Financial  World,  P.O.  Box 
10745,  Des  Moines,  Iowa  50340. 


Financial 
W>rld 


SUBSCRIBE  TO  FINANCIAL  WORLD  NOW  AND 
SAVE  40%  OFF  THE  NEWSSTAND  PRICE 

□  Yes,  I  want  to  put  Financial  World  to  work  for  me.  Send  me  26  informative  is- 
sues (one  year)  for  only  $38.95. 1  save  40%  off  the  newsstand  price. 

□  I  prefer  1 7  issues  for  only  $26.95. 1  save  36%  off  the  newsstand  price. 

□  Payment  enclosed.      □  Bill  me.  HSNOOll         FOR  FASTF.R 

SFRVICFCALL 

 —   rOLI.-FRFE 

ARDRESS    (800) 

CITY/STATE/ZIP  ■     247-5470 


Wiilf  lo:  Financial  World,  P.O.  Box  l()74.">.  Des  Monies,  Iowa  .'iO;H(). 


The  Contrarian 


MONEY  &  INVESTMENTS 

If  you  feel  the  urge  to  do  some  selling,  my 
advice  to  you  is,  either  have  your  tele- 
phone disconnected  or  take  a  vacation. 

SIT  ON 
YOUR  HANDS 


By  David  Dreman 


Someone  once  asked  a  chess  cham- 
pion how  the  average  player  could 
keep  from  making  a  bad  move.  "Sit 
on  your  hands,"  he  replied.  Good 
advice  in  the  current  stock  market. 


But  the  market  has  had  a  terrific 
run,  up  to  now.  Isn't  it  time  to  do 
some  selling?  My  answer  is  no,  for 
two  reasons. 

First:  If  you  have  a  well-thought- 
out  investment  plan  that  puts  a 
fixed  percentage  into  mutual  funds, 
stocks,  bonds  and  other  financial 
vehicles,  stick  to  it.  People  who 
tamper  with  long-term  goals  all  too 
often  change  them  at  precisely  the 
wrong  time. 

Learn  a  lesson  from  the  mistakes 
of  the  nation's  major  pension  funds. 
The  tremendous  bull  market  from 
the  1950s  to  the  early  1970s  was 
accompanied  by  a  dismal  bond  mar- 
ket. Assuming  that  pattern  was  for- 
ever, pension  funds  deemphasized 
bonds  and  increased  their  holdings 
of  stocks  from  under  40%  of  assets 
in  1958  to  74%  by  1972.  Imtitutional 
Investor  magazine  put  a  dinosaur  on 
the  cover  of  its  February  1969  issue 
with  the  caption  "Can  the  Bond 
Market  Survive?"  The  article  went 


D'jtid  Dreman  is  managing  director  of 
Or->niaii  &  Emhr^\  Investment  Counsel,  New 
York,  and  aufhor  of  The  New  Contrarian 
In'.evfjnent  Strategy. 


on  to  say:  "In  the  long  run,  the  pub- 
lic market  for  straight  debt  might 
become  obsolete." 

Sad  to  say,  the  largest  part  of  the 
equity  buildup  and  the  switch  away 
from  debt  came  near  the  top  of  the 
stock  market. 

The  dinosaur  picked  itself  up  and 
began  to  roar.  From  1973  to  1980 
bonds  sharply  outperformed  stocks. 
What  happened  next?  You  guessed 
it.  The  large  pension  fund  managers 
did  a  flip-flop,  reducing  stocks  and 
increasing  their  bond  portfolios 
dramatically.  Soon  only  about  15% 
of  their  massive  flows  of  new  mon- 
ey was  directed  to  equities,  against 
100%  a  decade  earlier.  Again,  bril- 
liant timing.  There  followed  the 
largest  rise  in  stock  prices  in  two 
decades. 

Moral:  Adopt  a  sound  investment 
posture  and  stick  to  it;  don't  shift 
with  the  prevailing  winds.  If  you  are 
in  good  stocks,  stay  there. 

There  is  a  second  and  equally  im- 
portant reason  not  to  sell  stocks 
now.  Since  1982  the  market  has  in- 
creased 173%,  as  measured  by  the 
S&P's  500  (adjusted  for  dividends). 
The  amazing  thing  about  this  mar- 
ket is  not  that  we  are  undergoing 
a  correction  but  that  the  correction 
has  been  so  long  in  coming.  Every 
bull  market  on  record  has  had  sharp 
corrections  of  10%,  15%  or  more 
several  times  within  the  first  few 
years.  Last  month  we  entered  the 
fifth  year  of  the  current  bull  market, 
and  to  date  there  has  been  a  down- 
turn of  more  than  7% — an  excellent 
measure  of  just  how  strong  this 
market  is. 

As  I  have  noted  in  previous  col- 
umns, bull  markets  are  few  and  far 
between,  but  when  they  finally  ar- 
rive, they  last  substantially  longer 


and  move  significantly  higher  tha 
people  think  possible.  Given  tf 
fundamentals  I  have  outlined  prev 
ously,  a  2500  to  3000  Dow  three  i 
four  years  out  is  a  good  call. 

Finally,  this  is  no  frothy  marke 
The  S&.P's  500  has  easily  outdi, 
tanced  the  more  speculative  inde: 
es.  Since  1982,  when  the  rally  con 
menced,  the  S&P's  has  moved  u 
173%,  about  IVi  times  as  much  i 
the  Hambrecht  &  Quist  index  an 
well  ahead  of  the  Amex.  Only  th 
Nasdaq  index  was  even  close. 

So  sit  on  your  hands,  or,  moi 
aptly,  sit  on  good  stocks.  Here  ai 
some  suggestions: 

The  turn  in  the  property/casualt 
industry  finally  has  come.  Quartei 
ly  comparisons  are  first-rate,  an 
likely  to  improve  for  several  year 
because  of  the  record  increases  i; 
property/casualty  rates.  Two  multi 
line  companies  that  should  sho\ 
major  increases  in  earnings,  both  ii 
1986  and  future  years,  are  Aetrta  (63 
P/E  11,  yield  4.2%,  and  Traveler 
(46),  P/E  12,  yield  4.7%.  Dividend 
should  be  hiked  fairly  significantly 

A  pure  play  on  the  property/ca 
sualty  recovery  would  be  the  fol 
lowing  good  underwriters:  Obto  Ca 
sitalt\>  (78)  with  a  P/E  of  II  and  ; 
yield  of  3.8%;  St.  Paul  Cos.  (39),  P/l 
14,  yield  3.8%;  and  Safeco  Corp.  (61 ; 
P/E  9,  yield  2.7%. 

lluniami  (24),  a  former  highflier 
has  dropped  30%  in  the  past  K 
months  as  the  market  has  roarec 
ahead.  Earnings  will  be  up  onl) 
about  7%  this  year  as  Care  Plus,  the 
company's  health  maintenance  op 
eration,  continues  to  be  a  drag  or 
earnings.  However,  this  subsidiar> 
should  significantly  increase  profits 
by  1987.  Humana  trades  at  a  P/E  ol 
U  and  yields  3.1%. 

Lockheed  (50)  has  a  number  of  ma- 
jor programs  that  should  result  in 
large  earnings  increases  through  the 
next  few  years.  The  stock  has  a  P/E 
of  8  and  yields  2% . 

McDonnell  Douglas  (82)  is  a  major 
manufacturer  of  military  hardware 
as  well  as  commercial  aircraft. 
First-quarter  earnings  were  down 
because  of  a  one-time  charge  on  its 
AH-64  helicopter,  as  well  as  a  major 
loss  in  its  Information  Systems  divi- 
sion. A  pickup  in  other  defense  sec- 
tors and  in  commercial  aircraft, 
along  with  a  reduction  in  losses  at 
Information  Systems,  should  result 
in  a  10%  to  15%  earnings  increase 
in  1986,  with  another  healthy  gain 
next  year.  MD  trades  at  a  P/E  of  1 1 
and  yields  2.5%.  ■ 
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\dministration  economists  exude  confi- 
ience,  hut  I  think  they  fear  a  recession. 

\      COUNCIL  OF 
ETERNAL 
OPTIMISTS 


By  Ann  C.  Brown 


In  case  you  were  away  and  missed 
It,  the  Administration  issued  its 
economic  outlook  for  next  year  a 
I  couple  of  weeks  ago,  when  most 
people  were  calculated  to  be  away 
and  miss  it.  What  better  time  to 
bury  bad  news  and  funny  forecasts 
than  in  early  August,  when  the 
media  are  on  reruns  and/or  printing 
tissue-thin  issues.  Keeping  my 
promise  to  keep  you  posted  on  in- 
vestment-related summer  events, 
here's  what  Mr.  Reagan's  good- 
cheer  leaders  are  predicting  for 
Economy  '87 — and  what  it  could 
mean  for  the  stock  market  in  the 
months  ahead. 

The  same  group  that  wrongly  es- 
timated last  year  that  the  GNP 
would  grow  4%  this  year  (so  far 
only  2.4%)  is  now  forecasting  an 
inflation-adjusted  growth  rate  of 
4.2%  m  1987.  Not  likely.  A  big 
chunk  of  this  growth  assumption 
comes  from  an  expected  improve- 
ment in  the  balance  of  trade, 
which,  in  turn,  depends  on  a  refla- 
tion of  both  the  West  German  and 
Japanese  economies,  together  with 
the  willingness  and  ability  of  for- 
eigners to  purchase  more  American 
goods  and  services.  It  also  relies 


Ann  C  Brown  is  chief  executive  officer  of  the 
equity  advisory  and  portfolio  consulting 
firm  of  AC  Brown  &  Associates 


heavily  on  the  declining  value  of 
the  dollar  to  make  imports  more 
expensive  to  U.S.  consumers,  there- 
by encouraging  Americans,  too,  to 
buy  more  locally  made  products. 

So  far,  even  with  the  dollar  down 
more  than  30%  vis-a-vis  other  ma- 
jor currencies  over  the  past  year  or 
so,  the  balance  of  trade  shows  little 
sign  of  improvement.  If  and  when  it 
starts  to  turn  around,  the  results  are 
apt  to  be  less  than  Mr.  Sprinkel  and 
other  members  of  the  Council  of 
Economic  Advisers  have  factored 
into  their  equations. 

This  august  group  of  economists 
is  also  anticipating  a  rise  in  the  in- 
flation rate  to  3.7%  in  1987,  vs.  an 
estimated  2.5%  this  year.  Since  the 
current  inflation  rate  is  running  in 
excess  of  4%  per  year  (ex-oil  and 
agricultural  products),  next  year's 
prediction  could  be  on  the  low 
side — especially  if  OPEC  surprises 
everyone  and  actually  gets  its  pro- 
duction back  under  control.  Then, 
too,  interest  rates  could  start  to  rise 
if  the  rest  of  the  world  becomes 
reluctant  to  finance  our  national 
deficit.  Rising  interest  rates  fuel  in- 
flation— and  vice  versa. 

And  then  there's  the  questionably 
bright  outlook  for  unemployment. 
The  resident  experts  expect  it  to 
drop  from  the  current  6.9%  annual 
rate  to  6.5%  in  1987.  From  there 
unemployment  is  predicted  to  de- 
cline to  5.6%  in  1991— a  level  it 
hasn't  seen  in  20  years. 

Politics  is  politics,  and  upbeat 
"wait-'til-next-year"  platforms  win 
elections.  But  "economics  is  econo- 
mics," too,  and  I  only  pray  that  the 
CEA  remembers  how  much  the  na- 
tional health  and  well-being  depend 
on  responsible  assumptions  and 
non-Gramm-Rudman-affected  ap- 


praisals of  the  future.  Too  many  pol- 
icy decisions  have  been  made  on  the 
strength  of  economic  high  hopes 
with  low-to-no  probabilities  of  ever 
being  realized.  Small  wonder  we're 
well  on  our  way  to  becoming  a 
Chapter  II  country.  No  U.S.  busi- 
ness would  be  allowed  to  continue 
to  operate  if  it  ran  like  the  federal 
government. 

Take  the  budget  deficit,  for  ex- 
ample. For  the  fiscal  year  ending 
Oct.  1,  1986,  the  President's  money 
men  now  estimate  the  revenue 
shortfall  will  be  around  $230  bil- 
lion. Worse,  next  year  their  guessti- 
mate (which  is  the  most  optimistic) 
is  for  a  deficit  of  $171  billion, 
which  is  nearly  $30  billion  higher 
than  was  forecast  in  February. 
Since  Gramm-Rudman  specifies  a 
deficit  target  of  $144  billion  for 
fiscal  1987,  the  pressure  will  be  on 
Congress  to  curtail  spending  in  or- 
der to  avoid  across-the-board  cuts 
to  meet  this  goal.  Up-for-reelection 
representatives  will  be  scrambling 
for  ways  to  chop  cost  increases 
with  minimal  disturbance  to  social 
welfare  programs. 

Although  Administration  econo- 
mists exude  confidence,  I  think 
they  are  scared  stiff  of  a  recession 
sometime  between  now  and  the  big 
election  in  1988.  The  serious  "push- 
ing on  a  string"  that  took  place  this 
year  in  the  form  of  above-average 
monetary  accommodation  by  the 
Federal  Reserve  has  just  about  run 
its  course.  There's  plenty  of  money 
and  credit  available,  but  so  far  cor- 
porations and  consumers  show  no 
signs  of  going  on  another  buying 
binge.  Maybe  business  will  pick  up 
after  the  details  of  tax  reform  are 
known.  Maybe  not.  In  any  event,  we 
are  now  into  the  fifth  year  of  an 
economic  expansion  and  going  for 
the  postwar  record.  Whether  we 
make  it  depends  on  the  actions  of 
other  countries  and  cartels  beyond 
our  control. 

While  it  will  pay  to  be  nimble 
and  quick  to  make  jack  in  this 
market,  Coca-Cola  (40)  could  be  a 
good  long-term  buy.  The  company 
backed  off  its  highs  after  the  gov- 
ernment nixed  the  Dr  Pepper  deal. 
However,  another  acquisition  will 
probably  be  along  soon.  In  addition, 
the  soft  dollar  is  helping  soft  drink 
sales  internationally. 

Other  attractives:  Etf.nf  (17)  and 
Seagate  Tecbnolog}'  (II).  Both  compa- 
nies have  above-average  earnings 
growth  rates  and  sell  at  only  10  to 
1 1  times  next  year's  earnings.  ■ 
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To  You  in  Forbes  400 


In  Rochester,  NY  there  is  only  one! 

Rochester,  NY  will  be  proud  of  you  when  you'come  in  on  top  of  the  town .  There  is  only  one  -  build 
your  elegant  home  in  the  sky  on  28  acres  of  the  highest  woodland  in  the  area.  A  prominent, 
dramatic  landmark.  There  is  no  other  like  it.  Great  fishing,  boating  cSc  sailing  on  Lake  Ontario 
and  famous  Finger  Lakes  to  the  south.  You  overlook  the  city  of  Rochester  and  Lake  Ontario, 
elevation  742'  -  higher  than  the  view  from  a  20  story  building,  yet  only  2  miles  down  into 
midtown  Rochester.  Sculptured  by  nature,  having  the  magnificence  and  value  of  the  finest 
Rembrandt.  Just  4  miles  to  Rochester  Airport  and  45  minutes  into  the  NY  area. 

Phone  716-288-5694,  Rochester  Sky  Top  Inc. 
22  Ramsey  Park,  Rochester,  NY  14610 


CORPORATE/FAMILY  ISLAND  RETREAT 
SALMON  LAKE,  MONTANA 

+/*'-^ 

Finished  in  late  1985.  this  extraordinary  log  and  masonry  home  was  designed  and  built 
by  a  successful  entrepreneur  for  his  family,  friends,  and  business  associates  as  an  exotic 
year-round  residence  and  playground.  Located  jusi  40  miles  northeast  of  Missoula,  the 
property  is  readily  accessible  by  commercial  air.  In  addition  to  the  island  main  lodge, 
there  is  a  2  bedroom,  2  bath  log  shorehouse  for  caretakers,  boats,  and  vehicles. 

A  total  of  55  rooms,  including  10  bedrooms  (which  can  sleep  .12  people),  14 
bathrooms,  3  kitchens,  conference  rooms,  fuM  universal  equipped  gym  and  steamroom, 
a  servants'  apartment,  plus  indoor  and  outdoor  whirlpool  tubs,  five  fireplaces,  and  a 
lighted  helipad  on  the  4-acre  island  (400  feet  from  the  shore),  create  a  property  that  has 
to  be  seen  so  be  comprehended.  The  complex  has  a  sophisticated  communications 
network,  buil;-in  security/fire  systems,  and  a  computer  monitored/controlled  environ- 
mental system  that  exemplifies  efficiency.  All  boats,  vehicles,  furnishings,  utensils, 
linens,  plus  an  extensive  western  art  collection  are  included.  No  trades.  Contact 
"ANUKA".  P  C.  Box  569,  Seeley  Lake.  MT  59868. 

406-677-2288  •  714-863-3067 


MADISON   VALLEY  RANCH-Over 

14,000  deeded  acres  plus  leases  and  permits 
in  a  solid  block  from  the  Madison  River  to 
the  National  Forest  boundary,  just  south  of 
Ennis,  Montana.  This  balanced  ranch  is 
considered  to  be  the  best  operating  unit  in 
this  prestigious  valley.  Formerly  offered  at 
more  than  twice  its  current  asking  price  of 
$2,250,000.  Sellers  desirous  of  a  fall  clos- 
ing —good  management  in  place— catde  and 
equipment  have  been  liquidated.  Contact 
Exclusive  Agent  for  the  Sellers,  Hall  and 
Hall  Incorporated,  P.O.  Box  1924, 
Billings,  MT  59103,  (406)  252-2155. 


GOAT  CHEESE  FARM 

Nationally  acclaimed  &  profitable — 
will  train  buyer.  Experienced  staff  avail- 
able. Excellent  tax  shelter.  77  acres  NY 
finger  lakes  wine  country .  Elegant  mod- 
ernized 1880's  house,  sauna,  pond,  or- 
chard, woods,  riding  trails.  $240,000. 
Forbes  Box  #302,  60  Fifth  Avenue 
New  York,  NY  10011 


FOR  SAL 

*  Binghamton 

377,600  sq.  ft,  includini 
78.400  sq.  ft.  office  spa. 
16'-18'  ceilings. 

*  Horseheads 

110.000  sq.  ft,  includini 
9,000  sq.  ft.  office  spaci 
24'  ceilings  at  eaves; 
30  acre  site 

*  Horseheads 
1.500.000  sq.  ft.,  includi 
51.000  sq.  ft.  office  spao 
18'-20'  ceilings:  95  acre 
site 

These  plants  are  just  a 
sampling  of  the  90 
buildings  and  40  industi 
parks  available  in  the  Ne 
York  State  Electric  &  Gas 
Corporation  service  area 
For  further  information  a 
full-sen/ice,  no-cost 
relocation  service, contat 
Dick  D'Attilio,  Manager, 
Industrial  Development, 
New  York  State  Electric  & 
Gas  Corporation,  4500 
Vestal  Parkway  Eas t, 
Binghamton,  New  York 
13903.  Or  call  (607) 
729-2551. 
THE  low  COST  AITIRNATTV[ 


DONATE  REAL  ESTATE 

of  any  kind  as  a  tax  deduction  to  a  i 
non  profit  educational  group  We  ar 
ethical  IRS  501-C-3  professional  soc 
without  any  disallowance  in  our  16 
history 

AMERICAN  SOCIETY  FOR 
ENVIRONMENTAL  EDUCATION 
call  collect  East:  603-643-3536 
West:  714-496-3238 


Own  Spectacular  Land, 
40  acres  in  the  Colorado 
Rockies.  $30,000  and  up, 
down,  9%  financing.  Writ 

Forbes  Wagon  Creek  Ranch 

Box  303,  Fort  Garland,  CO  811 
(303)  379-3263 


Capitalist  Tool 


REACH  THE  PEOPLE  WHO  OW 
AND  RUN  AMERICA'S  BUSINESI 


R)rDes  Market/ 


YACHTS 


ONATE  YOUR  BOAT 
I  eceive  Cash  +  Tax  Savings 

I  I  a  bargain  sale  to  a  charity,  our  cash 
Ifthase  +  your  income  lax  savings  give 
ifa  substantial  financial  return 
ililanes.  Real  Estate  &  Motor  Vehicles 

VIERICAN  INSTITUTE 
800-826-6840 
FL:  305-772-5773 


CELLANEOUS  FOR  SALE 


VESTMENT  GEMSTONES! 
I  IARANTEED  LIQUIDITY!!! 

■i  wholesale  catalog.  Satisfaction  Gtd 
I  8  yrs!  Member:  Jewelers  Board  of 
Chamber  Commerce.  American 
i  Trade  Assn. 

I     HOUSE  OF  ONYX 

No.  One  Main  Street 
Greenville.  Kentucky  42345 
TOLL  FREE  1-800-626-8352 


BINDERS 


SLIP  CASES 
OR  BINDERS 


In  red  and  gold 
leatherette. 
Slipcase;  $7.95; 
three  for  $21.95 
Binders:  $9.95 
three  for  $27.95 
Add  $1  per  unit  postage  card 
handling.  Send  check  to: 
JESSE  JONES  BOX  CORP. 
Dept.  FB,  P.O.  Box  5120 
Philadelphia,  PA  19141 
Or  call  1-800-972-5858 


FORBES 
(/lARKET/CLASSIFIED 

published  in  the  first  issue  of 
ach  month.  Advertising  clos- 
ig  date  is  one  month  preced 
ig  date  of  issue. 

Frequency  discounts  avail- 
ble.  Payment  must  accom- 
any  order  unless  from  ac- 
redited  agency. 

FOR  ADDITIONAL  INFORMATION 

WRITE  OR  CALL: 

UNDA  LOREN 
ORBES  MARKET/CLASSIFIED 

160  Fifth  Avenue/New  York.  NY  10011 
(212)  620-2440 


BUSINESS  OPPORTUNITIES 


A  BUSINESS 
OPPORTUNITY 
^tf^fiSS'      PACKAGED  JUST  FOR  YOU 

'  In  the  Dynamic,  Fast  Growing 

Packaging,  Shipping  &  Mail 
Services  Industry, 

•  Complete  Turn-Key  Operation 

•  Single-Unit  and  Area  Franchises 

•  $33K  Minimum  Investment 

•  In  Business  For  Yourself,  Not  By  Yourself 
11059  E  Bettiany  Dr,  Ste  211,  Aurora,  CO  80014 

1-800-833-2821  '(303)  752-3500 


BE  THE  BOSS 

Own  a  Sir  Speedy  Printing  Center  fran- 
chise. Over  600  others  have,  ask  them. 
Call  toijay  for  tree  information. 

Speedy^ 

23131  VERDUGO  DRIVE 
LACUNA  HILLS,  CA  92653-1342 
CALL  1-800-854-3321 


BUSINESSES  FOR  SALE 
BY  OWNERS 
ACROSS  THE  NATION 
NO  BROKERAGE  FEES 
BUYING  OR  LISTING 
INQUIRIES  WELCOME 


ALLIED  BUSINESS  LISTING  SERVICES.  INC 


Toll  Free  800-627-2766  or  in  TX  214-980-9724 
PO  BOX  610544     DFW,  TX  75261 


m^ia^    '^^■000  BUSINESSES 
FROIVI  COAST 
^jQJISH  TO  COAST 

No  Brokerage  Commission 
.    Inquiries  &  listings  welcome 
.   ■■     BUSINESS  OWNERS 

IVIULTIPLE  LISTING  SEfA/lCE 
Toll  Free  800-327-9630 
Vj>/  in  Flo  coll  800-533-4663 


TANDY-EPSON 


Our  10th  year  of  DISCOUNTS 
COMPUTERS  &  CELLULAR  PHONES 
Fgt  Prepaid  Save  Tax 
Toll  Free  800-231-3680 

im  mflRYfTlflC  INOUSTRIESINC 
22511  Kaly  Fwy, 
Katy  (HouslonI  TX  77450 
1-713-392-0747  Telex:  774132  


SHARING 


IS  CARING 


WINE  CELLARS 


WINE  CELLARS 


WlNECELLARS'USA 

High-Quality  •  American  Made 
Lifetime  \Varranty  on  Redwood  Racks 

Custom  Rack  Systems  and  Cellars  from  600-20,000  Bottles 
Standard  Features:  Wood  Construction*  Individual  Bottle  Nesting 
5  Yr  Warranty  on  Compressor*  Uni/orm  Temperature  &  Humid- 
ity and  Proper  Aeration*  120  VAC  operation-No  Special  Wiring 

Retail  YourCost 

440  Bottle  (Pictured)  $2495  $1495 

880  Bottle  Twin  Unit   4495  2795 

Earn  $100  or  m  ore  commission  on  sales  from  your  leads . 

Our  cellars  are  bigger,  better  &  cost  less!  Request  our  catalog  of 

rare  wines  &  other  cellars,  we  are  licensed  wine  merchants— Call 

Olympic  Sales  Co.  since  1947 

839S.LaBreaAve.,  Los  Angeles,  C  A  90036'  Visa/AmEx/MC 
(800)421-8045orinCA(213)937-3221    »    We  Ship  Anywhere. 


ART  &  ANTIQUES 


PORTRAITS 
IN  MARBLE 


Life  size  portrait  busts  in  white  Carrara 
marble  Hand  carved  from  photographs 
by  distinguished  Italian  sculptors.  Like- 
ness guaranteed  $6,000-$7,500  For 
offices,  homes,  public  display.  Profile 
bas  reliefs  on  bronze  plaques  also 
available.  Catalog  of  classic  statues  $5 

ELEGANZA  LTD.    America  s  foremost 
importers  of  European  statues. 
3217  W  Smith,  *914 
Seattle.  WA  98199  •  206-283-0609 


BUSINESS  SERVICES 


\^  Fortune  Cookies 
With  YOUR  Sayings 

Great  for  Sales,  Promos.  Parlies 
Ship  Anywhere  _ 

Minimum  order: 
100  cookies 
Toggle  inc.  (212)  724-2047 


USE  OUR  TOLL  FREE  800  LINES 
FOR  YOUR  NEXT  PROMOTION! 

Get  the  800  advantage  to  increase  prof- 
itability. Save  time  &  money.  We'll 
take  orders,  leads,  &  messages.  24 
hours  a  day.  All  50  States  &  Canada. 
Professional  &  Economical  Service 
AMERICAN  ADVANTAGE  800. 
1-800-628-2828  ext.  100. 


EXECUTIVE  GIFTS 


'  MACANUDOROTHSCHILO; 
■  CIGARS  35%  OFF!  * 

I         (6WRG42,  BOXOI25)  | 

I  >33^/B0X!  (SAVE  $16  75)  I 

Wrapper  choice  Natural.  Claro  or  Maduro 

■ Also  rock  bottom  prices  on  fresh,  perlect  ■ 

Partagas,  Don  DIegos,  H.  Upmanns,  I 

I Ramon  Allones.  Royal  Jamalcas, 

Montecruz.  FREE  catalog  800-  672-5544  ■ 

(NY  State  212-221  1408)  Send  check  or  ■ 

IM  0— add  shipping  $1  00  lor  tirst  box.  _ 

50(ea  add'l  box  NY  res  add  sales  tax  I 

Ofler  expires  Oct  31 .  1 986  ■ 

I  FAMOUS  SMOKE  SHOP| 

^Depl  77,55W39lhSt  New/ork  NY  10018j| 


EXECUTIVE  SERVICES 


Neck  Ties  Narrowed 

Rediscover  some  old  rriends 
VCe  II  narrow  your  closet 
classics  to  a  stylish  3  Vb  "  (or 
state  widtlil  Great  birth- 
day or  Christmas  gift 
Send  S  ?  3  50  tor  each  set 
of  3  ties  to 
SLIM  TIES  CO. 
44  fWonterey  8lvd .  Dept  O 
San  Francisco.  CA  94 1 3 1        (4tS|  $aS-6100 


ALL  NAME  BRANDS 

FAST-FRESH-CHEAP 

1-800- JR-CICAR 


FAST  FACTS 
ABOUT  FORBES 
SUBSCRIBERS: 


♦205,762  serve  on 
their  companies' 
board  of  directors 


*267,572  serve  on 
boards  of  one  or 
nnore  companies 


*707,270  own 
securities.  Average 
value:  $615,240 


♦Total  paid  circula- 
tion: 720,000 


♦338,400  are  in  top 
management  positions 


♦Average  household 
income:  $124,060 


♦Average  Net  worth: 
$915,313 


Insights 


MONEY  &  INVESTMENTS 


A  lot  of  smart  individual  investors  are 
learning  how  not  to  follow  the  leader. 

THE  NEW 
CONTRARIANS 


By  Snilly  Blotnick 


If  physicians  are  high  on  adding 
more  fiber  and  calcium  to  our  diets, 
there  is  reason  to  follow  their  rec- 
ommendations. Similarly,  if  a  pro- 
fessional athlete  achieves  renown 
using  a  particular  style,  thousands 
of  youngsters  can  be  counted  on  to 
imitate  it,  hoping  that  it  will  pro- 
duce comparable  miracles  for  them. 

Since  there  is  so  much  advice- 
takmg  (in  health)  and  imitation  (in 
sports),  I  was  surprised  to  find  that 
currently  there  is  an  absence  of  this 
follow-the-expert  tendency  in  in- 
vesting. Sophisticated  amateur  in- 
vestors— especially  those  with  com- 
mon stock  portfolios  of  $100,000  or 
more — no  longer  imitate  profes- 
sional investors.  On  the  contrary. 
They  act  against  them. 

Listen  to  a  44-year-old  executive 
at  an  electronics  firm  in  California 
(with  a  personal  portfolio  of  com- 
mon stocks  currently  worth 
$450,000):  "I  get  the  same  quarterly 
and  annual  reports  the  pros  do,  and  I 
hear  the  same  quarterly  GNP  and 
monthly  CPI  figures  they  hear,  but 
the  information  is  useless  to  me. 
The  pros  get  it  first,  and  even  if  they 


Dr.  Snilly  Blotnick  is  a  researdo  psychologist 
and  author  of  Orherwise  Engaged:  The 
Private  Lives  of  Successful  Career  Women, 
noiv  available  in  paperback,  atid  The  Cor- 
porate Steeplechase. 


don't,  they  do  something  about  it 
before  I  have  a  chance." 

What  it  boils  down  to  is  that  indi- 
vidual investors  read  about  a  wide 
variety  of  subjects — trade  deficits, 
retail  sales,  budget  deficits,  in- 
creases or  decreases  in  consumer  in- 
stallment debt — and  they  intention- 
ally don't  respond  to  this  informa- 
tion. They  no  longer  think  this  type 
of  news  should  affect  their  invest- 
ment behavior  one  way  or  the  other. 

I'm  not  talking  about  the  herd  of 
small  investors  but  about  that  intel- 
ligent and  well-heeled  minority  who 
make  a  point  of  thinking  for  them- 
selves. These  people  increasingly 
view  themselves  as  contrarians. 
Contrary  to  what?  To  the  institu- 
tional investor.  The  arguments  of 
more  than  600  affluent  investors  ex- 
plaining their  contrarianism  can  be 
condensed  thusly:  Professionals  ha- 
bitually overreact  to  news  because 
they  pay  too  much  attention  to  every 
item  or  earnings  report. 

So  my  affluent  sample  has  decid- 
ed (in  most  cases,  subconsciously) 
to  do  the  reverse:  They  react  against 
the  excessive  reactions  of  the  typi- 
cal professional  to  news  and  rumors 
by  not  reacting  at  all.  Suppressing 
their  own  emotional  and  financial 
response,  they  study  the  item  with  a 
level  of  dispassion  that  the  typical 
money  manager  cannot  match.  This 
may  not  make  the  individual  inves- 
tor rich,  but  at  the  very  least,  it 
makes  him  feel  more  mature. 

More  important,  used  correctly 
the  new  contrarian  approach  can  re- 
sult in  better  stock  market  perfor- 
mance. Here's  how.  The  efficient 
market  hypothesis  says,  in  essence, 
that  stocks  trade  at  what  they  are 
really  worth,  and  perhaps  over  the 
long  run,  they  do.  But  the  dominant 


role  institutional  investors  have  i 
the  market,  together  with  their  ir 
clination  to  respond  en  masse  eve: 
to  trivia,  causes  "overshoot." 

Meaning  that  if  a  disappointin 
earnings  projection  would  othei 
wise  cause  a  $2  drop  in  the  stoc] 
price,  a  $4  decline  now  results  in 
stead.  The  individual  investors  ii 
my  sample  who  have  been  makin, 
good  money  from  such  situation 
have  been  checking  to  be  certaii 
they  like  the  company's  fundamen 
tals — sales,  earnings,  market  posi 
tion  and  financial  strength. 

Then,  when  such  a  stock  drop 
more  sharply  than  they  think  i 
should  on  the  basis  of  the  funda 
mentals,  they  step  in.  That  way 
they  buy  at  a  discount,  since  th 
stock's  price  tends  quickly  to  returr 
to  a  more  reasonable  level  after  it 
abrupt  dip.  The  "window  of  oppor 
tunity"  may  be  brief  (a  few  hours  oi 
days,  at  most)  or  not  open  at  al 
(bidding  below  the  market  alway 
exposes  the  bidder  to  the  possibility 
of  not  buying  any  stock).  So  it  i 
essential  to  use  this  approach  with 
handful  of  stocks,  not  just  one. 

Conversely,  a  stock  that  becomes 
the  object  of  a  takeover  rumor  can 
run  up  5  to  10  points  in  a  few  days 
Some  amateurs  are  dismissing  this 
type  of  rumor — sometimes  to  their 
cost,  but  often  to  their  gain.  Thus 
as  with  Gould  (recently  trading  in 
the  high  teens),  the  stock's  price 
may  be  cut  in  half  in  a  couple  of 
months  when  the  company  isn't  ac 
quired,  as  rumor  predicted.  The  in 
vestors  who  have  been  doing  well 
have  been  selling  on  the  rise  in  price 
that  accompanies  the  rumor. 

So  when  a  smart,  affluent  inves 
tor  says,  "I'm  a  contrarian,"  he 
means  that  he  is  going  contrary  to 
the  big  money  movers.  If  they  are 
bullish,  he  is  bearish — and  vice 
versa.  He  knows  that  he  cannot 
compete  with  the  pros  on  their  own 
ground,  so  he  is  learning  to  play  to 
their  weaknesses.  It  isn't  "majority 
opinion"  that  he  is  trying  to  go 
against;  it  is  "professional  opin 
ion" — whatever  the  pros  in  the  in 
vestment  field  are  doing  then. 

Of  course,  with  so  many  well 
heeled  investors  playing  contrarian 
to  the  big  swingers,  the  overreac 
tions  tend  to  be  moderated  some 
what.  To  that  extent,  the  smart  am 
ateur  is  helping  to  keep  the  market 
efficient.  Meanwhile,  he  is  playing  a 
much  more  intelligent — and  profit 
able — game  than  most  people  have 
been  giving  him  credit  for.  ■ 
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Commodities 


MONEY  &  INVESTMENTS 


Y you  dont  feel  confident  to  trade,  but 
vould  like  to  include  commodities  in 
\;our  portfolio,  perhaps  a  pro  can  help. 


LETTING  GEORGE 
DOIT 


By  Stanley  W.  Angrist 


A  number  of  readers  have  told  me 
that  they  believe  commodities  are  a 
invaluable  addition  to  their  portfolios 
but  that  they  don't  have  the  stom- 
ach or  the  skill  to  trade  them.  Since 
this  is  Forbes'  Annual  Mutual 
Funds  Survey  issue,  I  thought  it  ap- 
ipropriate  to  take  a  look  to  see  v^hat 
I  professional  help  is  available. 

Commodity  pools  and  funds  are 
essentially  alike,  as  they  both  oper- 
ate as  limited  partnerships.  The 
chief  distinction  is  that  funds  have 
more  than  35  investors  secured 
through  public  solicitation. 

Private  pools,  so  named  because 
they  are  not  usually  registered  un- 
der federal  securities  laws,  must  be 
exempted  from  registration  through 
compliance  with  SEC  Regulation  D. 
In  general,  private  pools  have  per- 
formed better  than  mutual  funds  in 
the  commodities  game.  This  is  part- 
ly because  of  the  lower  commis- 
sions that  private  pool  operators 
charge,  and  the  pools  usually  are 
traded  somewhat  less  cautiously. 

Because  limited  partnerships  are 
by  nature  a  pooling  of  funds  from 
many  investors,  they  can  trade  a 
broadly  diversified  portfolio  with- 
out also  requiring  each  investor  to 

Stanley  W.  Angrist  if  a  commodity  specu- 
lator, consultant  and  longtime  observer  of 
the  commodity  markets 


re- 


commit as  much  money  as  is 
quired  for  an  individual  account. 

Can  such  investments  make 
money  for  you?  The  answer  is  a 
qualified  yes.  It  is  unreasonable  to 
expect  such  funds  to  be  profitable 
every  month  or  even  every  quarter. 
However,  many  of  them  will  show 
substantial  profits,  given  two  or 
more  years  for  the  trading  adviser  to 
catch  hold  of  some  decent  trends. 

Expertise  doesn't  come  cheap.  Ex- 
pect to  pay  an  annual  management 
fee  of  6%  against  net  equity  in  the 


account.  In  addition,  most  manag- 
ers charge  an  incentive  fee  of  15% 
against  new  net  profits,  computed 
on  a  quarterly  basis.  Of  course,  com- 
missions come  out  of  your  equity, 
as  well.  Managed  Account  Reports  did 
a  study  and  found  that  management 
fees  plus  commissions  ran  between 
1 1  %  and  24%  of  mean  yearly  equi- 
ty, with  an  average  of  15%.  When 
incentive  fees  are  thrown  in,  costs 
come  to  about  21%.  That  means 
that  for  you  to  make  anything,  your 
manager  must  make  21%. 

The  table  lists  six  private  pools 
and  four  public  funds  that  are  still 
open  for  investment,  which  have 
achieved  respectable  performances 
over  the  past  year  and  for  the  first 
six  months  of  this  year.  I  tried  to 
strike  a  balance  between  return  and 
maximum  drawdown  in  making 
these  selections.  In  general,  prefer- 
ence should  be  given  to  those  opera- 
tions with  the  longer  track  records. 
Any  fund  or  pool  you  contact  must, 
by  law,  provide  you  with  a  prospec- 
tus that  gives  a  detailed  account  of 
the  fund's  performance  since  its  in- 
ception. Read  it  carefully. 

You  can  find  out  more  about 
these  funds  and  others  with  attrac- 
tive track  records  from  Managed  Ac- 
count Reports  at  301-730-5365.  ■ 


Beating  the  averages? 


Listed  here  are  the  performance  figures  for  six  private  pools  and  four 
public  funds.  The  "drawdown"  column  reports  the  maximum  uninter- 
rupted percentage  drop  in  equity  since  the  fund's  inception.  The  table 
also  lists  the  increase  in  the  fund's  net  asset  value  for  the  last  12 
months  and  for  the  six-month  period  through  June  30,  1986.  The 
results  are  net,  including  fees  and  trading  commissions. 


Name 

Minimum 
invest 

Start 
date 

Maximum 
drawdown 

Change 
last  12  mos 

Change 
YTD 

Private  pools 

Brandywine  Partners 

$15,000 

2/85 

5.0% 

99.4% 

71.3% 

High  Sierra  Put  Fund 

25,000 

7/84 

16.9 

65.8 

17.9 

Kenmar  Intl  Fund 

105,000 

7/84 

24.1 

104.6 

29.0 

Shasta  Fund 

25,000 

8/82 

26.3 

50.7 

33.3 

Sterling  Future  Fund 

5,000 

10/82 

34.3 

79.0 

95.2 

Summit  Trading  Co  Pool 

25,000 

7/82 

27.7 

99.5 

124.5 

Average  for  71  private  pools 

34.5 

12.1 

Name 

Minimum 
invest 

Start 
date 

Maximum 
drawdown 

Change 
last  12  mos 

Change 
YTD 

Public  funds 

Commodity  Growth  Fund 

2,000 

6/84 

9.3 

22.5 

4.6 

Cornerstone  Fund  III 

6,300 

12/83 

20.5 

77.2 

1.9 

Mint  Ltd. 

30,000 

3/83 

29.1 

61.5 

14.6 

Sunshine  Futures  Fund 

5,000 

3/83 

25.3 

47.2 

32.0 

Average  for  98  public  funds 

29.0 

4.9 
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Streetwalker 


on  Loews 

W'  ill  Loews  Corp.  add  to  its  24.9% 
CBS  holding?  Tunc  in  for  the  next 
rumor,  but  the  best  way  to  play  the 
situation,  Streetwalker  feels,  is  to  buy 
Loews.  Despite  a  first-class  record — 
earnings  up  12-fold  since  the  early 
1970s— Loews  sold  recently  at  $69,  a 
subpar  P/E  of  about  1 1  compared  with 
15  for  the  S&P's  500. 

Why  Loews?  Because  it  is  a  lot  more 
than  CBS.  Robert  Kobel  of  Atalanta/ 
Sosnoff,  a  New  York-based  money 
manager  that  owns  about  3%  of 
Loews,  says  the  property  and  casualty 
business  at  Loews'  80% -owned  CNA 
Financial  Corp.  is  about  to  improve 
markedly.  It  earned  around  $1.30  per 
Loews  share  last  year,  could  double 
this  year  and  reach  $3.25  in  1987. 
Loews  may  even  sell  all  or  part  of 
CNA  for  a  few  billion— $  1 8  to  $38  per 
Loews  share.  Tobacco — Lorillard — is 
making  a  good  buck,  too. 

CBS  has  its  problems,  but  it's  a  no- 
lose  for  Loews.  If  someone  else  takes  it 
over,  Loews  makes  a  fortune.  If  the 
stock  drifts  down,  Loews  can  buy 
more.  Why  buy  CBS  dear  when  you  can 
buy  Loews  cheap? — Howard  Rudnitsky 


A  new  lease  on  life 

With  tax  shelters  curbed  by  the 
new  tax  bill,  what's  left  to  pro- 
tect income?  Try  life  insurance, 
where  your  money  can  still  grow  tax 
deferred  while  allowing  access  to  both 
principal  and  interest.  Analyst  Mark 
Schoder,  soon  to  start  at  Drexel  Bum- 
ham  Lambert,  recommends  Fred 
Carr's  Los  Angeles-based  First  Execu- 
tive Corp.  and  Monarch  Capital  Corp. 
of  Springfield,  Mass.  as  buys. 

First  Executive  created  back-end 
loads  for  life  products  and  also  the 
smgle-premium  whole  life  policy.  Its 
flexible,  low-cost  distribution  system 
rewards  top  agents  with  a  piece  of  the 
action.  That  makes  its  business  reten- 
tion— a  key  to  profitability — one  of 
the  highest  in  the  industry.  Schoder 
estimates  1986  earnings  at  $2.05  a 
share,  36%  higher  than  last  year. 
Count  on  $2.60  m  1987,  he  says.  The 
stock  trades  around  26,  o-t-c. 

Monarch  Capital's  products  allow 
pohcyholders  to  invest  their  money 
in  everything  from  junk  bonds  and 
money  markets  to  zero  coupons.  A 
new  one  even  acts  as  a  tax-deferred 
mutual  fund  protected  by  life  insur- 
ance. Monarch  sold  over  $500  mil- 


lion worth  of  variable  life  last  year, 
mainly  through  Merrill  Lynch's 
sales  force.  This  year  it  should  hit 
$700  million.  Because  of  a  change  in 
accounting,  effective  the  third  quar- 
ter. Monarch  will  defer  some  of  its 
profits..  But  for  now,  Schoder  esti- 
mates earnings  will  be  $5.45  this 
year,  $6.25  in  1987.  Recent  NYSE 
price:  66V2. — Richard  Morais 


Vroooooom! 

Sun  Electric  Corp. — electronic 
automotive  test  equipment — got 
cocky  in  the  late  1970s  and  was 
caught  napping  by  new  products  from 
Allen  Group.  After  earning  over  $2  a 
share  in  1979-80,  the  Crystal  Lake,  111. 
firm  lost  money  from  1981  to  1985. 

But  now  Sun  has  begun  to  regain 
market  share  with  the  Interrogator, 
the  top-of-the-line  diagnostic  engine 
analyzer;  the  Inspector,  which  ana- 
lyzes emissions;  and  Test  Link,  a 


Sun  Electric  s  engine  analyzer 
Diagnosis:  turnaround. 

combination  of  equipment  and  pro- 
gramming that  identifies  and  pre- 
scribes repairs  for  a  car's  computer- 
ized functions. 

Sun  also  sells  a  computerized  man- 
agement system  to  service  stations, 
convenience  food  stores  and  others 
with  self-service  gasoline  pumps  that 
facilitates  better  control  over  cash 
and  credit  transactions.  This  new 
business  should  break  into  the  black 
next  year.  Company  sales  in  fiscal 
1986  (ending  Oct.  31)  should  hit  $180 
million,  up  about  10%  on  last  year. 

Over  the  last  two  years  the  Big 
Board  stock  has  idled  between  14  and 
7  or  SO;  recent  price  about  11.  The  6.9 
million  shares  have  caught  the  eye  of 
some  smart  investors:  Jerry  Tsai's 
American  Capital  Management  owns 
5%,  and  money  manager  Michael 
Steinhardt  and  clients  own  around 


9%.  Insiders  hold  another  5%.  Ear 
ings  this  year  probably  won't  exce< 
30  cents  a  share,  but  after  that  .  , 
vroooooom. — Thomas  Jaffe 


D'or  prize 

Now  that  the  goldbugs  are  buzziii 
once  more,  David  Bodenberg 
New  York  City's  Moseley  Intern, 
tional  suggests  the  conservative  W£ 
to  play  the  metal  is  French  go 
bonds.  "1  know  it  sounds  exotic,"  I 
says,  "but  if  you  consider  the  old  U 
silver  certificate,  this  isn't  so  far  01 
after  all." 

In  1973  France  issued  6.5  millic 
Emprunt  Giscard  bonds — currei 
market  value  $7.8  billion.  The  bone 
yield  7%,  mature  in  January  1988  an 
are  backed  by  620  of  the  French  tre 
sury's  2,500  tons  of  gold.  The  redem] 
tion  basis  is  nearly  95.4  grams  po 
bond.  The  coupon,  equivalent 
6.675  grams,  is  paid  annually,  base 
on  the  price  of  gold  for  the  30  busine 
days  before  Jan.  1. 

So  the  Giscard  bonds  offer  a  nic 
yield  and  modest  leverage  to  the  go 
price.  They  are  especially  appealing  t 
anyone  who  has  given  up  trying  t 
predict  the  near-term  price  of  gold  bu 
who  still  thinks  that  it  will  be  highe 
in  six  months  and  higher  still  a  yea 
from  now. 

At  a  recent  price  of  8,140  franc 
roughly  $1,206,  the  bond  trades  at  a: 
8%  discount  to  its  free-market  gol 
value  (including  the  two  remainin 
coupons)  and  yields  6.65%.  If  the  gol 
price  hits  $400  an  ounce  by  year's  enc 
when  that  coupon  is  valued,  Boden 
berg  looks  for  the  bond  to  appreciat 
some  15%  at  current  exchange  rate 
On  the  current  price,  it  would  yiel 
7.2%.  Pas  mal.— T.J. 


t 


Attention,  shoppers 

In  the  wake  of  the  takeover  battli 
for  Safeway  Stores,  investors  hav< 
been  shopping  for  supermarke 
shares.  One  much-discussed  target 
Winn-Dixie,  the  nation's  fourth-larg 
est  chain.  But  Streetwalker  sees  like 
lier  action  in  the  smaller  outfits.  Ir 
June,  we  noticed,  an  Australian  firrr 
bought  upstate  New  York's  Victor) 
Markets  for  more  than  double  it; 
price  a  year  before. 

Some  smaller  chains,  of  course 
have  drawn  their  carts  in  a  circle.  Bij 
V  Supermarkets  of  New  York's  Hud 
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n  Valley  recently  set  up  two  classes 
stock.  Arden  Group  of  greater  Los 
igeles  is  doing  the  same,  plus  sell- 
g  assets.  Charlotte's  Ruddick  Corp. 
ins  to  spin  off  some  properties  as  a 
:IT.  Indiana's  Marsh  Supermarkets 
s  put  in  a  poison  pill,  split  its  stock 
»» d  raised  the  dividend. 
I  The  rule  of  thumb  currently  is  that 
od  regional  grocery  companies  are 
liarth  up  to  IVi  times  book  or  around 
^1  times  cash  flow.  Premiums  can  go 
I  gher  if  there  is  good  underlying  real 
nate  or  if  controlling  families  and 

(siders  own  sizable  blocks  of  stock. 
Among  the  less-known  regionals 
at  Goldman,  Sachs  analyst  Stephen 
andel  Jr.  follows  is  $700  million 
jiiles)  Delchamps  Inc.  of  Mobile,  Ala. 
i  lere  are  7  million  o-t-c  shares,  20% 
(i;ld  by  the  Delchamps  clan.  The 
rores  are  in  the  Gulf  Coast  area, 
jihere  competition  is  stiff  and  the 
l  :onomy  stinks.  Earnings  for  the  fis- 
iil  year  ended  June  30  were  an  esti- 
mated $1.05  a  share,  down  over  20%. 
:;  jt  Delchamps  still  has  an  attractive 
mchise,  $12  a  share  in  FIFO  book 
■:due,  some  property  and  about  $4.50 
share  in  cash.  Recent  price:  17. 
This  and  others  in  the  group  merit 
ireful  comparison  shopping. — T.J. 


unning  out  of  gas? 

'  coking  for  the  short  side?  In  early 
'■d  August  natural  gas  pipeline  opera- 
)r  Texas  Eastern  Corp.  cut  its  divi- 
;nd  from  $2.20  to  $1.  Shares  dropped 
points,  to  25  Vi,  on  the  news.  During 
le  last  few  weeks,  however,  the 
i  ock  has  climbed  back  to  where  it 
as  before  the  dividend  cut.  Why? 
i  opes  of  higher  oil  prices  and  take- 
ver  speculation.  Streetwalker  thinks 
le  latter  hope  is  exaggerated. 

In  oil,  Texas  Eastern  has  a  big  piece 
if  the  Ninian  field  in  the  North  Sea, 
here  production  isn't  very  profitable 
/en  at  $15  to  $18  a  barrel.  The  re- 
jrves  start  to  wind  down  in  1988. 
exas  Eastern  is  one  of  three  trans- 
arters  that  operate  a  gas  pipeline  sys- 
;m  from  the  Gulf  Coast  to  the  East 
:oast  (Tenneco  and  Transco  are  the 
thers)  and  the  competition  is  fierce. 

Finally,  the  names  getting  star  bill- 
ig  in  the  takeover  rumors  belong  to 
exas  oilmen  Cyril  Wagner  Jr.  and 
ick  Brown,  whose  July  bid  for  Pan- 
andle  Eastern  fell  through.  Their 
xedibility  isn't  high. 

That  leaves  Texas  Eastern,  at  28 'A, 
ielding  3.5%  vs.  pipeliner  yields  now 
veraging  5%  to  5.5% .  Without  a  deal, 
ay  the  shorts,  Texas  Eastern  may  be 
caded  mto  the  low  20s.  — T.J. 


Net  earnings  at  Gannett  Co. ,  Inc.  increased  8  percent  for  the  second 
quarter  of  1986,  marking  the  75th  consecutive  quarter  of  earnings  increases 
since  the  company  went  public  in  1967. 

For  the  second  quarter,  net  income  grew  to  $77,189,000  from 
$71,803,000  in  the  comparable  1985  period.  Earnings  per  share  increased 
to  96  cents,  7%  more  than  the  90  cents  earned  in  the  year-earlier  period. 
Operating  revenues  grew  29%  to  $716,177,000,  including  the  results  of 
recently  acquired  properties.  In  1985,  second  quarter  operating  revenues 
were  $556,928,000. 

For  the  first  half  of  1986,  Gannett 's  net  income  increased  8  percent 
to  $122,034,000  from  $113,131,000.  Earnings  per  share  of  $1.51  were  7 
percent  higher  than  1985's  $1.41.  Operating  revenues  grew  28%  in  the  first 
six  months  to  $1, 330, 918, 000  from  $1, 039, 616, 000. 

Gannett  President  and  Chief  Executive  Officer  John  J.  Curley  noted 
that  gains  in  the  quarter  reflected  the  diversity  of  Gannett 's  media  proper- 
ties and  their  resilience  in  a  difficult  economic  environment.  "Newspapers 
benefited  from  continuing  strength  in  classified  advertising  and  progress  at 
USA  TODAY, "  he  said.  Newspaper  linage  grew  nearly  6  percent,  reflecting 
gains  at  larger  city  papers  and  healthy  increases  in  classified  linage. 

Broadcast  revenues  grew  32  percent  in  the  second  quarter,  reflecting 
the  results  of  newly  acquired  television  stations,  including  W*USA  in 
Washington,  D.  C.  A  pro  forma  revenue  gain  of  6  percent  included  sharp 
increases  in  local  television  advertising  sales  and  less  robust  national  sales 
activity.  Outdoor  revenues  improved  4  percent  in  the  second  quarter. 

During  the  quarter,  Gannett  purchased  the  Pulitzer  prize-winning 
Louisville  Courier  Journal  and  Times,  which  increased  to  92  the  number 
of  daily  newspapers  published  by  Gannett.  Gannett  owns  eight  television 
stations.  The  company  recently  agreed  to  acquire  radio  stations  in  Seattle 
and  Kansas  City  which  will  increase  Gannett 's  radio  group  to  18  stations. 
Gannett  also  owns  the  largest  outdoor  advertising  company  in  North  America. 

For  more  information  about  Gannett,  write  Corporate  Communications, 
PO.  Box  7858,  Washington,  D.C.  20044. 


gannIeit 

A  WORLD  OF  DIFFERENT  VOICES 
WHERE  FREEDOM  SPEAKS 
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The  1986  International 
Herald  Tribune  Reader  Survey, 
(based  on  responses  from 
13,057  IHT  readers  around  the 
world)  shows  that  one  reader  in 
10  has  a  net  worth  of  over  one 
million  doUars  (even  excluding 
the  value  of  main  home).  At  a 
current  paid  circulation  level 
of  170,000  copies  per  day,  this 
means  that  advertisers  in  the 


They  are  also  reaching 
73,000  senior  managers,  141,000 
business  travelers  to  Europe, 
B4,000  investors  in  securities 
and  150,000  credit  card  users. 

Your  International  Herald 
Tribune  representative  will  be 
happy  to  give  you  full  details  on 
the  world's  most  affluent  (and 
influential)  audience. 


17,000  dollar  millionaires  The  hitemational 

aroundtheworid  HeraldTHbune 


Bringing  the  world's  most  important  news 
to  the  world's  most  important  audience. 


Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change  "  Items  from  past  issues  of  Forbes 


price  of  this  impressive  Studebaker  Big  Six  sedan  in  1926  was  onlv  $2,245 


xty  years  ago  in  Forbes 

the  issue  of  Septenihe>-  1 5,  1926) 

oreign  conditions  leave  much  to  be 
sired.  Britain  is  still  in  the  grip  of 
despread  unemployment,  even 
art  from  her  idle  coal  miners.  Ger- 
my  also  has  an  unemployment 
Dblem.  Italy  is  working  under 
iced  draught.  France  continues  to 
lUow  in  a  financial  morass.  Her  po- 
ion  is  distinctly  precarious." 

hould  industrial  corporations,  after 
tting  the  public  to  supply  them  with 
3ital,  refuse  to  keep  their  sharehold- 
well  informed?  The  Interstate 
)mmerce  Commission  compels  our 
j.lroads  to  issue  detailed  monthly 
litements  along  prescribed  lines.  But 
N  industrial  organizations  have 
isped  the  desirability  of  frequent 
d  full  publicity  covering  their  activi- 
;s.  The  plea  has  been  made  repea ted- 
in  this  publication  that  quarterly 
sorts  should  be  issued.  A  number  of 
r  large  industrial  corporations  have 
t  excellent  examples.  .  .  .  Many  oth- 
5,  however,  still  issue  a  report  once  a 
ar.  And  many  annual  reports  are  ut- 
'ly  inadequate." 

ifty  years  ago 

(»u  the  iKsuc  (f  Sep/emher  15,  1936) 

'his  fall  a  new  air  race  begins  when 
ar  countries  struggle  for  the  honor 
being  first  to  open  a  scheduled  air- 
ane  line  across  the  stormy  North 
lantic.  Joint  favorites  in  the  race  are 
jrmany,  the  U.S.  and  Britain.  The 
5t  two  are  working  hand-in-hand 
rough  Pan  American  Airways  (U.S.) 
d  Imperial  Airways  (British).  Out  of 
e  tangle  of  diplomatic  negotiations 
ve  so  far  come  proposals  for  two 
utes,  one  northern,  one  southern. 


Some  time  this  fall,  weekly  service  for 
passengers,  mail  and  express  begins 
on  the  Bermuda-New  York  leg,  to  be 
jointly  operated  by  Pan  American  and 
Imperial.  .  .  . 

"Germany,  the  third  entrant  in  the 
race,  has,  of  course,  been  operating 
the  Zeppelin  llindenbiirg  since  May  6 
on  scheduled  flights  between  Germa- 
ny and  the  U.S." 

"On  the  last  day  of  August  a  trial 
opened  in  the  tiny  town  of  Stoneville, 
Miss,  whose  final  outcome  may  rock 
a  giant  U.S.  industry  to  its  founda- 
tions. The  courtroom  was  a  rich  delta 
cotton  field,  white  with  bursted  bolls. 
Judge  and  jurors  were  200  cotton 
planters,  agricultural  experts  and 
farm-machinery  makers. 

"On  trial  was  the  Rust  cotton  picker, 
latest  child  in  a  family  of  hundreds  of 
patents  and  a  score  of  machines  whose 
single  object  has  been  to  mechanize  the 
back-breaking,  ill-paidanachronism  of 
picking  cotton  by  hand." 


In  1956.  ibis  Rust  iiicdMiitiai/  picker 
marked  the  end  of  cotton  picking  by  hand 


Twenty-five  years  ago 

(From  the  issue  of  SeptcDiher  15,  1961) 

"Two  investment  houses  have  put  to- 
gether unit  trusts  made  up  of  tax- 
exempt  securities.  These  trusts  are 
fixed  bundles  of  bonds.  Such  a  setup 
lacks  some  of  the  flexibility  of  a  true 
mutual  fund:  It  cannot,  for  example, 
switch  its  assets  from  one  bond  to 
another.  But  it  does  provide  a  way  to 
pass  on  the  tax  exemption  and  to  give 
the  ordinary  investor  a  chance  to 
share  in  the  benefits  of  tax  exemption 
through  professional  management." 

"Sears  has  been  m  the  automobile 
business  twice:  before  World  War  I 
with  the  old  chain-driven  Sears  Auto- 
buggy,  and  after  World  War  11  with  an 
early  compact  made  for  it  by  Kaiser.  It 
was  in  the  life  insurance  business  in 
the  1930s,  but  dropped  it.  Sears  has 
tried  book  clubs  and  record  clubs 
(Erich  Leinsdorf  and  the  Silvertone 
Orchestra),  dnippcd  them  both." 


Ten  years  ago 

(From  the  issue  of  September  15,  1976) 

"Leave  it  to  Howard  Stein  and  his 

associates  over  at  The  Dreyfus  Corp. 
to  come  up  with  the  newest  gimmick 
to  stem  the  continuing  flood  of  mutu- 
al share  redemptions.  Call  it  the  Drey- 
fus switch,  for  those  who'd  rather  do 
that  than  fight  the  vagaries  of  a  partic- 
ular market.  While  transfer  privileges 
have  been  around  for  a  while,  Dreyfus 
is  going  whole  hog  to  let  a  customer 
move  his  shares  back  and  forth  be- 
tween any  of  the  seven  Dreyfus  Corp. 
funds  any  time  he  wishes." 

"Arbitragers  age  quickly.  They  live 
with  uncertainty  and  split-second  de- 
cisions. A  small  investor  trying  to 
play  their  game  may  get  trampled. 
'We're  paid  as  much  to  sweat  as  to 
think,'  says  Richard  Rosenthal,  arbi- 
trager at  Salomon  Bros.  .  .  .  But  im- 
mensely profitable  for  the  tough  and 
talented  few.  Some  arbitragers  work 
for  themselves  but  others  work  for 
investment  houses.  The  latter  are 
among  the  best-paid  people  in  Ameri- 
ca, ranking  with  rock  and  movie  stars. 
When  Bache's  arbitrager,  Guy  Wyscr- 
Prattc,  let  it  slip  out  that  he  made 
$502,812  in  fiscal  1975,  the  joke  in 
the  trade  was:  Why  did  he  let  it  be 
known  he  was  the  lowest-paid  arbi- 
trager on  The  Street?" 
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The  only  way  to  entertain  some 
folks  is  to  listen  to  them. 
Kin  Hubbard 


Silence  is  the  virtue  of  fools. 
Francis  Bacon 


An  honest  man  must  assume 
public  esteem  without  giving 
it  a  thought,  and  as  it  were 
in  spite  of  himself.  The  man  who 
solicits  it  shows  what  he  is. 
Nicolas  Chamfort 


One  learns  taciturnity  best  among 
people  who  have  none,  and 
loquacity  among  the  taciturn. 
Jean  Paul  Richter 


If  I  were  a  doctor  and  were  asked 
for  my  advice,  I  should  reply: 
Create  silence. 
S0REN  Kierkegaard 


The  amount  of  noise  which 
anyone  can  bear  undisturbed 
stands  in  inverse  proportion 
to  his  mental  capacity. 
Arthur  Schopenhauer 


Fire  and  sword  are  but  slow 
engines  of  destruction  in 
comparison  with  the  babbler. 
Richard  Steele 


A  noisy  man  is  always  in  the  right. 
William  Cowper 


No  man  would  listen  to  you  talk 
if  he  didn't  know  it  was 
his  turn  next. 
Ed  Howe  ^ 


It  is  great  cleverness  to  know 
how  to  conceal  our  cleverness. 
La  Rochefoucauld 


We  should  talk  less  and  draw  more. 

Goethe 


Thoughts 

on  the  Business  of  Life 


Have  yon  not  yioticed  that  usually  it  is 
the  person  who  Ls  least  worth  listening 
to  who  persists  in  talking  most?  Also, 
that  it  is  the  person  present  who  could 
talk  most  interestingly  who  is  the  sloiv- 
est  to  opeti  up — and  that  ivhen  he  does 
he  is  quick  to  resume  silence  if  inter- 
rupted hy  some  shallow  gahlj)'?  "Emp- 
ty vessels  make  the  most  noise. " 
B.C.  Forbes 


Silent  people  are  dangerous. 
Jean  de  La  Fontaine 


It  IS  not  my  words  that  I  polish, 
but  my  ideas. 
Joseph  Joubert 


What  can  be  said,  lacks  reality. 
Only  what  fails  to  make  its  way 
into  words  exists  and  counts. 

E.M.  ClORAN 


Silence  is  one  of  the  hardest 
arguments  to  refute. 
Josh  Billings 


The  most  incomprehensible 
talk  comes  from  people  who 
have  no  other  use  for 
language  than  to  make 
themselves  understood. 
Karl  Kraus 


More  than  6,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  S29.95  ($17.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $17.50.  Send  check  and 
order  to:  Forbes  Inc.,  60 Fifth  Ave..  New  York. 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


An  inability  to  stay  quiet  is  one 
of  the  most  conspicuous 
failings  of  mankind. 
Walter  Bagehot 


Silence  is  the  language  of  all  stro 
passions:  love,  anger,  surprise,  fe 
GiACOMO  Leopardi 


Discussion:  a  method  of 
confirming  others 
in  their  errors. 
Ambrose  Bierce 


He  that  hath  ears  to  hear, 
let  him  stuff  them 
with  cotton. 
William  Makepeace  Thackeray 


We  often  say  things  because  we 
can  say  them  well,  rather  than 
because  they  are  sound 
and  reasonable. 
Walter  Savage  Landor 


No  fool  can  be  silent  at  a  feast. 
Solon 


A  Text . . . 

He   that   hath  knowledgt 
spareth  his  words. 
Proverbs  17:27 


Sent  in  by  Elbert  Webb,  Jr.,  Olmsted  Twpi 
Ohio.    What's    your    favorite    text?  Th 
Forbes  Scrapbook  of  Thoughts  on  the  Bus 
ness  of  Life  is  presented  to  senders 
texts  used. 


There  is,  indeed,  no  wild  beast 
more  to  be  dreaded  than  a 
communicative  man  having 
nothing  to  communicate. 
Jonathan  Swift 


It  is  an  immense  advantage 
never  to  have  said  anything. 
Antoine  de  Rivarol 


There  are  more  bores  around 
than  when  I  was  a  boy. 
Fred  Allen 
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T/ie  architecture 
of  power 


Achievement 
has  its  own  rewards. 


The  promise  of  success;  the  freedom 
to  pursue  it.  An  American  phenomenon 
symbolically  expressed  in  the  Corum 
Gold  Coin  Watch. 

A  watch  steeped  in  the  traditions  of 
our  country. 

A  watch  that  has  a  power  and  per- 
sonality uniquely  its  own. 

The  case  is  an  American  $20  gold, 
piece,  literally  halved.  (The  Eagle 
becomes  the  dial;  the  Goddess  of  Liberty 
the  back  of  the  case.) 

Inside  is  cushioned  an  ultra-thin 
electronic  quartz  movement.  Known  for 
its  accuracy,  it  also  never  needs  winding. 

The  crystal  is  sapphire,  one  of  the 
hardest  substances  known  to  man;  the 
setting  stem,  a  diamond.  And  the  brace- 
let, as  comfortable  on  the  wrist  as  it  is 
handsome,  is  18  karat  gold. 

In  addition,  the  Corum  Gold  Coin 
Watch  is  water-resistant.  Each  is  hand- 
crafted, start  to  finish,  by  a  single 
watchmaker  in  La  Chaiox-de-Fonds, 
Switzerland. 

For  brochure  send  $2  to  Corum, 
Dept.  FB,  650  Fifth  Ave.,  N.Y.,  N.Y. 
10019. 


▼\^stiri^ouse? 
What  a  nourishing 
place  to  look  for 

business 
financing! 


If  you  thought  looking  into  Westinghouse  still 
meant  searching  for  a  midnight  snack,  you 
might  be  disappointed.  Westinghouse  no  longer 
makes  refrigerators.  But  we  can  be  a  very 
nourishing  source  for  business  capital. 

Westinghouse  Credit  is  a  prime  mover  in 
real  estate  financing.  A  creator  of  imaginative 
packages  for  asset-based  lending  and  lever- 
aged buyouts.  An  innovator  in  customizing 
loans  for  hotels,  airlines,  franchises,  and  many 
other  potential  growth  areas. 

Find  out  why  we're  one  of  America's  fast- 
est growing  resources  for  business  capital.  A 


lender  with  so  many  satisfied  customers  that 
over  60  percent  of  our  financing  last  year  was 
repeat  business. 

Just  call  Betty  Adler  at  (412)  642-4000 
for  your  copy  of  the  Westinghouse  Credit 
Guide  to  Creative  Financing.  Or  write  her  at 
Westinghouse  Credit,  One  Oxford  Centre, 
Pittsburgh,  PA  15219. 

After  all,  every  growing  business  needs 
its  nourishment. 


^^^stirl^ouse  CrecJit 


Westinghouse  Credit  Corporation:  Commercial  and  Residential  Real  Estate  Financing 
Corporate  Financing/Leveraged  Buyout  Financing/Asset-Based  Lending/Leasing/Fixed  Asset  Financing 


sVhenyou  consider  the  vcdue  of  time,  you'll  understand  why 
the  world's  fastest  business  jet  is  in  a  class  hy  itself 


If  time  is  the  foremost  reason  for  own- 
ing a  business  jet,  seven  world  class  speed 
records  begin  to  explain  why  the  Falcon 
100  may  actually  represent  a  greater  value 
than  its  competition. 

Compared  to  its  most  popular  competi- 
tor, for  instance,  the  Falcon  100  can  save 
you  more  than  an  hour  of  traveling  time 
from  New  York  to  Dallas.  When  projected 
over  several  years,  this  time  savings  gives 
the  Falcon  100  owner  an  overwhelming 
advantage  over  his  competition. 

Superiority  hy  design 
The  Falcon  100  is  not  merely  the  world's 
fastest  business  jet,  it  may  also  be  the 
world's  most  meticulously  designed  bus- 
iness jet.  Its  swept  wings,  for  example,  are 
built  for  maximum  efficiency  in  the  high 
Mach/higli  altitude  environments  in  which 
the  Falcon  100  was  designed  to  operate. 


Designed  not  simply  for  speed,  the 
wings  are  also  designed  to  deliver  uncom- 
mon versatility.  With  airliner-style  high-lift 
devices  (full-span  leading-edge  slats  and 
double-slotted  Fowler  flaps),  takeoff  and 
landing  speeds  are  slow,  giving  the  Falcon 
100  access  to  hundreds  of  smaller,  more 
convenient  airports  that  are  beyond  the 
short-field  performance  limits  of  many 
other  business  jets. 

Uncompromising  standards 
Speed  and  versatility  are  strong  criteria 
for  choosing  a  business  jet.  But  they  are 
not  the  only  criteria.  Equally  important 


are  reliability,  safety,  ease  of  maintenance 
and  advanced  technology.  In  this  regard, 
it  need  only  be  noted  that  the  Falcon  100, 
like  every  Falcon  jet,  is  built  to  the  same 
quality  of  construction,  precision  of  engi- 
neering and  advanced  technology  as  the 
Mirage  fighter  jets,  which  are  among  the 
most  sophisticated  airplanes  ever  built. 


Source  BUSINESS  &  COMMERCIAL  WIATION,  1986  Planning 
ana  Purchasing  Handbook  (long  range  cnjise  speeds) 


FSlCOnJet  Name mtle 
Teterboro.  New  Jersey  07608      Company  _ 

Address  


Time  is  money,  and  the  Falcon  100  can  save 
you  an  hour  from  New  York  to  Dallas. 

This  kind  of  quality  may  cost  more  to 
design  and  more  to  build.  But  Falcon  Jet 
will  accept  no  lesser  standards.  And  nei- 
ther, apparently,  will  the  corporations 
who  have  made  Falcon  Jet  the  number 
one  business  jet  in  the  Fortune  500.  Be- 
cause in  the  long  run,  these  standards  can 
yield  superior  reliability,  better  fuel  effi- 
ciency, lower  maintenance  costs,  and  a 
considerable  savings  in  time.  But  they 
also  yield  something  perhaps  even  more 
alluring:  the  knowledge  that  you  own  and 
operate  a  business  jet  that  truly  is  in  a  class 
by  itself 

For  more  information  about  the  Falcon 
100,  or  to  arrange  a  demonstration  flight, 
call  Roy  Bergstrom  at  (201)  393-8056,  or 
send  us  the  coupon  below. 

I 


[J  Please  send  more  information  about 

the  Falcon  100 
C  ]  I'd  Mkc  to  arrange  a  demonstration 

flight 


City  

Phone  L 


State/Zip . 


Now  flying  a . 


F92286 
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43    Kt'iuK'th  Hill  of  Te}ie)ibau»i-I nil  Associates,  Inc. 


The  editorial  index 
of  companies 
referrcMl  to  in 
this  issue  is  on 
pages  240  and  241 . 
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140  The  Up  &  Comers:  Wal-Mart  Hospitals 

Let  the  big  boys  fight  for  the  big  city  hospital  markl 
National  Healthcare  will  take  the  small  towns,  thank  yd] 
160  Brickbats  Into  Roses 

He  didn't  let  criticism  faze  him  a  few  years  back,  so  DE(| 
Ken  Olsen  isn't  letting  today's  praise  turn  his  head. 


150  What's  With  The  Casino  Society? 

Confused  by  options,  futures,  program  trading  and  so  on? 
Don't  write  Congress.  Relax  and  enjoy  it. 


COMPANIES 


42    What's  In  A  Name? 
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57   A  Ford  In  Your  Financial  Future 

While  GM  bought  rockets  and  computer  services.  Ford  got 

into  savings  and  loans.  Right  now  Ford  looks  pretty  smart. 

80    Turning  Mongrels  Into  Greyhounds 

With  crafty  acquisitions,  Pat  Ryan  has  built  himself  a  $5.4 

billion,  and  growing,  insurance  conglomerate. 
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40   The  Reinsurance  That  Wasn't 
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Real  estate  today  is  a  market  only  a  contrarian  can  lovel 
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74    Some  Problems  Won't  Go  Away 

The  farm  slide  may  be  over;  will  the  good  times  return 

131  The  Road  Ahead  Is  Wide  Open 

For  truckers  these  days,  there  is  less  freight  to  haul  a: 
more  competition.  But  good  management  will  out. 

136  I  Can  Get  It  For  You  Wholesale 

Now,  yet  another  potential  source  of  loan  losses  for  t 
nation's  banking  system:  commercial  finance. 
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48  Giants  battle  over 
a  shrinking  market 


.00  "A  Lot  Oi  American  Companies  Are  Like  Taxis" 

Ohirubhai  Ambani  outrages  India's  establishment  while 
imilding  a  business  that  could  compete  anywhere. 

I  _  

Investing 

!8    Global  Gold  Rush 

s  South  Africa  still  the  Imchpm  for  gold? 
110  A  Gnome  Named  Gut 

n  a  world  of  strong  stock  markets  and  a  weak  dollar,  here 
s  one  Swiss  banker's  suggested  investment  strategy. 
143  Vital  Signs 

iome  investors  see  opportunity  in  hospital  bonds. 
181  The  Funds:  Technology  Time? 

Overseas  and  specialty-retailer  stocks  are  in.  So  maybe  it's 

:ime  to  look  at  a  fallen  star.  Also:  In  search  of  excellence. 

120  Statistical  Spotlight:  Another  Nifty  Fifty 

rhe  Nifty  Fifty  crumbled  more  than  a  decade  ago.  Today's 

glamour  stocks  are  different,  but  are  they  better? 

138  Streetwalker 

CBI  Industries;  Becor  Western;  Up-Right;  Kollmorgen; 
standard  Brands  Paint;  James  Finlay. 

CRIME 

146  A  License  To  Steal 

Convicted  swindler  Michael  Hellerman  became  a  protect- 
ed federal  witness  13  years  ago.  He's  on  the  loose  again. 

FAXING  MATTERS 

M    Paper  Profits,  Real  Taxes 

Congress  raged  at  companies  that  took  advantage  of  earlier 
loopholes,  so  now  it  wants  to  tax  profits  that  don't  exist. 


ON  THE  DOCKET 


96    Let  The  Seller  Beware 

Hyping  an  investment  can  ensnare  a  gullible  client.  And  it 
can  also  get  the  huckster  hauled  into  court. 


MARKETING 


182  Mass  Production?  Yech! 

Can  Hermes,  with  its  elegant  image,  SI, 700  handbags  and 

$650  silk  sweatshirts,  attract  younger  customers? 

184  "Bad  Judgment  And  Terrible  Management" 

A  fine  brand  name  is  no  guarantee  of  success.  For  proof  try 

The  John  B.  Stetson  Co.,  in  Chapter  II. 


SCIENCE  &  TECHNOLOGY 


188  Does  Physically  Fit  Mean  Fiscally  Fit? 

These  days  J. P.  Morgan  would  have  a  hard  time  getting  a 
job  on  Wall  Street.  That  paunch  would  turn  off  recruiters. 


PERSONAL  AFFAIRS 


196  Body  Talk 

You  may  be  in  seeming  good  shape,  but  a  regular  physical 
exam  is  still  a  must.  Also,  where  to  go  for  expert  help. 
198  Have  I  Got  A  Money  Manager  For  You 
Looking  for  the  right  money  manager?  Wall  Street  will 
play  matchmaker.  Also:  Don't  just  refinance,  prepay. 


CAREERS 


204  Rhodes  To  Glory 

Here's  the  skinny  on  academia's  Big  Prize. 


FACES  BEHIND  THE  HGURES 


206  Lloyd  Reuss,  Genera!  Motors 

206  Arthur  Laffer,  A  ll  Laffer  Consuitants 

207  Ramesh  Chauhan,  /^arle  Exports 
207  Preston  Wilhouine,  Air  Wis  Services 
210  Neal  Meehan,  C/jicago  Airlines 
210  Harvey  R.  Bright,  Dallas  Cowboys 
111  Louis  Metzger,  /  David  c-  Co.  trustee 
111  Phillip  Carroll  and  David  Steele, 

Three  Buoys  Houseboat  Vacations 


Scptcn 

published  biweekly  except  weekly  duiing  two  weeks  in  April  and  two  weeks  in  October, 
by  Forbes  Inc.,  60  Filth  Ave,,  New  York,  N.Y.  1001 1,  Second-class  postage  paid  at  New 
York,  N  Y.  and  at  additional  mailing  offices.  Subscription  $42  a  year,  U.S.A.  Postmaster; 
Send  address  changes  to  Forbes,  60  Fifth  Ave.,  New  York,  N.Y.  1001 1-  Copyright  £'  1986 
Forbes  Inc.  Title  is  protected  through  a  trademark  registration  in  the  U  S  Patent  Office. 

Forbes  does  not  supply  back  issues  or  copies  of  individual  articles  nor  can  it  provide 
information  on  the  contents  of  earlier  issues.  Photocopies  may  be  ordered  from 
University  Microfilms  International,  300  N.  Zecb  Road,  Ann  Arbor,  Mich  48106.  The 
full  text  of  each  issue  of  Forbes  is  also  available  electronically  on  Nexis.  Abstracts  of 
selected  articles  or  issues  are  available  on  the  New  York  Times  Infobank  (through 
Nexis),  Dialog  and  Dow  [ones  News/Retrieval.  Information  on  the  contents  of  issues 
can  be  found  in  Reader;,'  Guide  to  Periodical  Literature  or  Business  Periodicals 
Index,  both  published  by  the  H.W.  Wilson  Co.  and  found  in  most  libraries. 


FORBES,  SEPTEMBER  22,  1986 


5 


Side  Lines 


Forbes 


Editor 

lAMtS  W.  MiCHAtLS 

Managing  Editor 

Sheldon  Zalaznick 

Assistant  Managing  Editors 
Christopher  M.  Byron,  Steve  Lawrence,  Lawrence  Minard 
Executive  Editor:  lames  Cook 
Art  Director;  Everett  Halvorsen 

Senior  Editors:  lames  Ring  Adams,  William  Baldwin,  lean  A.  Briggs, 

c;ail  Brunson,  liihn  A.  Cunway,  Edwin  A.  Finn  |r-,  William  G,  Flanagan, 

lerry  Flint,  Ruth  M  Gruenberg  Steve  Kichcn,  Susan  Lee, 

lohn  Merwm,  Hi)ward  Rudnitsky,  Harold  Seneker,  Allan  Sloan, 

Geoffrey  N  Sinitli,  Richard  L.  Stern,  Ben  Weberman 

Contributing  Editors:  [ill  Andresky,  Phyllis  Berman,  Norman  Gall, 

Richard  Greene,  Richard  Phalon,  Dero  A.  Saunders 

Associate  Editors:  Allan  Dodds  Frank,  Betty  Franklin,  Thomas  laffe, 

Garv  Slutsker,  leffrey  A.  Trachtenberg,  Donald  E.  Zinperer 

Staff  Writers:  lanet  Bamford,  Richard  Behar,  |etf  Bloch, 

Lisa  Gubernick,  Alyssa  A.  Lappen,  Robert  McCough,  Laura  Saunders, 

Laura  R.  Walbert,  lack  Willoughby 

Reporters:  |ohn  R.  Hayes,  Deputy  Chief, 

Christie  Brown,  lohn  Chafee,  Edward  F.  Cone,  Stuart  Flack,  Diana  Fong, 
Michael  Fritz  Peter  Fuhrman,  Kerry  Hannun,  Kathleen  Healy, 
Matthew  Heller,  David  Henry,  Laura  lereski,  Barbara  Kallcn,  Ralph  King  |r-, 
Rita  Koselka.  Mary  Kuntz,  Richard  Morais,  Peter  Newcomb, 
Michael  Ozanian,  Eva  Pomice,  Tatiana  Pouschme,  Matthew  Schifnn, 
Eric  Schmuckler,  Adam  Snitzer,  Merrill  Vaughn,  Catherine  Yang 
Washington  Bureau:  Howard  Banks,  Manager;  lanet  Novack, 
Cristina  von  Zeppelin 

West  Coast  Bureau:  Kathleen  K  Wiegner,  Manager;  Alex  Ben  Block, 
Marc  Hejuchamp,  Ellen  Pans,  lohn  Hcins 

Southwestern  Bureau:  Alan  M.  Field,  Manager;  Tom  Mack,  Lisa  M.  Keefe 
Midwestern  Bureau:  Barry  Stavro,  Manager;  Ruth  Simon,  |an  Parr 
European  Bureau:  Hesh  i<estin 
Pacific  Bureau:  Andrew  Tanzcr,  Manager 

Columnists:  Stanley  W-  Angrist,  Ashby  Bladen,  Srully  Blotnick, 
Ann  C.  Brown,  David  Dreman,  Kenneth  L.  Fisher 

Art  Department:  Roger  Zapkc,  Deputy  Art  Director;  Ronda  Kass,  Robert 
Mansfield,  Associate  Art  Directors;  Andrew  Christie,  Charts;  Alexandra 
Gregson,  Lauren  Stockbower,  Photo  Editors;  lessica  De  Witt,  Photo  Re- 
search, Sharon  Harris,  Traffic 
Copy  Desk:  Marlene  Mandel,  Deputy  Chief; 

LJolorcs  Aksel,  Eugene  P  Berg,  Carol  Ferrari,  Leopold  A  Froehlich, 
Deborah  Markson-Katz,  Hugo  Moreno,  Gilda  M.  Roberts,  Robert  G-  Burks, 
Timothy  Hailand,  lohn  MacGillivray,  Barbara  Souza 
Proofreaders:  Dolores  Guilhot,  Chief; 

Arthur  Abramowitz,  Deputy;  David  |.  Fleischmann,  Susan  R.  Goldberg, 

lames  Ncu,  Charles  |,  Oher 

Director  of  Information  Services:  Anne  P  Mintz 

Library:  Dolores  A.  Lataniotis,  Chief,  Clarita  jones.  Assistant, 

lanct  M.  Coleman,  Rcva  Motcn,  Research, 

Santiago  Alvarado,  Queenie  Flake,  Rose  Millar,  M.  Elizabeth  Reid 
Statistics:  Donald  E.  Popp.  Editor;  Ann  C.  Oliver,  Senior  Editor; 
Charles  M.  Bartlett  li.,  Eric  S.  Hardy,  Long  Peng,  Carstcn  M,  Thodc, 
Melody  Wagstaff 

Director  of  Production:  |ohn  |  Romeo; 

Robert  M  Rosengarten,  Edward  B.  Morgan,  Donald  Althoff,  Peter  Althoff, 

loseph  De  Gray,  jane  H.  Griffo,  Lucille  Landi,  Steven  Schwartz,  Assistants 

Advertising  Production:  Patricia  Deckelnick 

Director  of  Photocomposition:  lames  Cianclli; 

Mark  LOecker,  Shelley  Dell,  lohnnie  English,  Arthur  Petz 

Director  of  Editorial  Information:  Raymond  F  Healey  |r 

Chairman  and  Editor-in-Chief 

Malcolm  S.  FoRbEs 

President  and  Deputy  Editor-in-Chief 

Malcolm  S.  Forbes  |r. 

Publisher 

Iames  |.  Dunn 

Executive  Vice  President 

Leonard  H.  Yablon 

Vice  President-Associate  Publisher:  Christopher  Forbes 

Vice  President-Administration:  Scott  R  Yablon 

Vice  President-Finance:  Seymour  Fried 

Vice  President-Controller:  |oel  B  Redler 

Director  of  Advertising:  Stephen  G  Nicoll 

Director  of  Corporate  Communications:  Wm  Donald  Garson 

Director  of  Circulation:  lohn  M  Thornton 

Director  EDP:  lerome  Hoffman 

Director  MIS:  Neal  Squitieri 

Director  of  Sales  Promotion:  Bruce  H.  Rogers 

Advertising  Representatives: 

New  York:  Donald  W.  MacDonald,  Eastern  Manager; 
George  C,  Clissold,  Consumer  Adv.  Manager; 
G.  Croft  Henry,  Financial  Adv.  Manager; 
Ellen  S  Dweck,  Fashion  Adv.  Manager; 
Richard  Calkins,  Thomas  G.  Petersen,  Russell  Cherami, 
lonathan  A.  Stone,  Francis  R.  Brown, 
Arnold  |.  Prives,  Director,  Special  Projects; 
Louise  M.  Guido,  Codirector,  Special  Projects; 
loseph  A.  Gutherz,  Codirector,  Special  Projects; 
lames  W.  LaCirignob,  Dir.,  Int'l.  Adv.,  The  Americas,  Asia,  Pacific 
Boston:  Nick  Carter,  Manager 
Atlanta:  [ohn  H.  Reock,  Manager 
Chicago:  fames  H.  Malloa,  Midwest  Manager- 
William  |.  Powers  |r.,  David  C.  Nordhoff 
Philadelphia:  lames  B.  Norton,  Manager 
Dallas:  Fred  H.  Wellington,  Manager 
Detroit:  Don  Dane,  Manager;  Barb;:ra  Boyle 
Los  Angeles:  [en  lohnson  .V.anager 

San  Francisco:  Richard  W  Reynolds,  West  Coast  Manager; 

Courtney  Compton,  Manager 

London:  Peter  M.  Schoff,  i3ifector,  Int'l.  Adv. 

Corp.  Report  Updates:  Sarah  Madison 

Ciassifieo:  Linda  Loren 


PAID  CIRCIjLATION  OVER  720,000 


FOUNDED  1917  S  i  S.C  FORBES  (1880-1954) 


Coping  with  volatility 

Change  in  any -field  is  usually  painful,  especially  for  people  wh 
have  learned  how  to  do  something  well.  It  means  their  old  trick 
no  longer  work  as  neatly  and  that  they  now  have  to  compet 
with  younger  people  raised  in  the  newer  techniques.  Hence  a] 
the  wailing  and  gnashing  of  teeth  among  conservative  folk  ovc 
the  waves  of  new  financial  instruments  and  practices  that  hav 
become  popular  the  past  few  years;  options,  index  future; 
program  trading,  stripped  and  zero  coupon  and  junk  bonds 
packaged  home  mortgages.  Another  business  magazine  recentl 
decried  this  complexation  of  finance  as  a  sign  that  American 
had  embarked  on  an  unhealthy  orgy  of  speculation.  Nonsense 
writes  Senior  Editor  Susan  Lee  in  this  issue's  cover  story 
"What's  with  the  casino  society?"  Lee  and  Reporter  Kerr' 
Hannon  convincingly  describe  the  proliferation  of  financia 
instruments  as  an  efficient  and  useful  response  by  the  financia 
community  to  the  increased  volatility  and  interdependence  o 
economic  events.  Don't  fight  the  trend,  Lee  advises.  Relax  an« 
enjoy  it.  Story  starts  on  page  150. 

Whither  agriculture? 

Has  the  farm  crisis  run  its  course?  A  few  weeks  ago  we  asket 
Senior  Editor  Jerry  Flint  to  see  whether  there  hadn't  beei 
something  of  a  turn  for  the  better  in  the  farm  economy.  Maybe 
after  all,  the  U.S.  really  was  going  to  feed  the  world's  hungry 
millions.  Flint's  first  task  in  our  normal  procedure  with  a  majo 
story  was  to  do  some  initial  reporting.  After  that  we  wouk 
decide  whether  to  proceed  with  a  full-scale  article.  After  a  fev. 
weeks  of  probing,  Flint  wrote  me  a  memo.  Lo,  this  25-yea; 
veteran  of  the  news  business  had  said  it  all  in  a  relatively  fev. 
words  and  said  it  clearly  and  wittily.  Should  we  do  a  full-scaU 
article  on  farming?  Why  not  publish  his  carefully  researchec 
and  thought-out  memo  instead?  So  we  have,  pretty  much  ae 
Flint  wrote  it.  His  Memo  to  the  Editor  starts  on  page  74.  It's  no' 
a  gloom  and  doom  account  of  farming,  but  neither  does  ii 
promise  a  return  to  milk  and  honey. 

Fighting  back 

Yet  another  once-powerful  U.S.  industry  is  feeling  the  pinch  ol 
foreign  competition — and  the  cheaper  dollar  isn't  bringing  it 
much  relief.  In  "Here  we  go  again?"  lean  A.  Briggs  and  Adam 
Snitzer  describe  how  the  U.S.  paper  industry  is  reeling  undei 
foreign  competition.  But  maybe  Americans  are  learning.  The 
article  ends  on  a  hopeful  note.  Page  68. 

Do  jocks  finish  first? 

Do  you  run  6  miles  every  morning?  Have  you  done  your  100 
push-ups  today?  If  you  haven't  done  either  or  both,  are  you 
likely  to  lose  that  big  deal  to  some  chap  who  did?  Is  a  sagging 
stomach  sign  of  a  sagging  mind?  Must  you  literally  run  on  a  fast 
track  to  get  on  the  fast  track?  In  "Does  physically  fit  mean 
fiscally  fit?"  Contributing  Editor  Richard  Greene  examines  the 
connection  between  physical  prowess  and  worldly  success.  See 
page  188. 
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isten  to  this  idea. 

Shoot. 

It's  for  a  fax  machine  like  no 
other  fax  machine  ever  made. 

With  more  memory? 

600  pages.  With  that  nuicli 
memory,  you  could  send  a  30  page 
document  to  35  branch  offices 
with  the  touch  of  a  button.  And 
you  can  assign  private  mailboxes, 
for  your-ey(»s-only  mail. 

Fine  idea. 

That'sjust  for  starts.  We  can  tie  it 
into  the  PC  to  exchange^  information 
between  the  fax  and  P('  networks. 
And!  We  can  simplity  the  operation 
so  you  pencil  in  a  fevv  marks  on  a 
card,  use  that  as  the  first  l>age,  and 
fax  amthing  out  to  99  preset 
phone  niunbers.  And! 

Another  and? 

/Vnd,  we'll  diagnose  problems  over 
the  phone,  long  distance,  and  tlx 
them,  electronically.  You  may  never 
see  a  repair  man.  Good? 

Astounding.  We  better  tell  our  management 
to  sit  down  before  we  lay  this  on  them. 

Pitney  Bowes 
facsimile  systems 
For  details  call 
1-800-MR  BOWES,  ext  363 

A  climate  that  growsTdeas 

Pitney  Bowes 


Trends 


Edited  by  John  A.  Conway 


What  goes  up  . . . 

A sign  of  flat  times  in  the  coopera- 
tive apartment  market:  Dime 
Savings  Bank  has  started  to  build  up 
its  ads  for  foreclosure  auctions  of  co- 
op apartments  in  The  New  York  Times. 
Other  New  York  banks,  as  a  rule,  dis- 
guise their  foreclosures  by  listing 
them  with  real  estate  brokers. The 
Dime  prefers  to  handle  its  own,  both 
for  the  benefit  of  the  advertising  expo- 
sure— and  to  avoid  the  brokerage  fee. 
Only  0.51%  of  the  Dime's  $1  billion 
in  co-op  apartment  loans  were  in  ar- 
rears at  the  end  of  July,  says  Dime's 
president,  John  Sapanski.  That's  less 
than  half  the  industry  average,  but  the 
Dime  has  had  53  foreclosures  so  far 
this  year,  up  from  28  last  year. 

The  Dime,  which  now  requires  at 
least  20%  down  payments,  is  in  the 
process  of  tightening  its  co-op  loan  pol- 
icies. "A  loss  on  properties  builds  up 
quickly  because  we  have  to  pay  month- 
ly maintenance  charges  on  them,"  Sa- 
panski says.  "Historically  these  apart- 
ments have  appreciated,  but  obviously 
the  picture  is  different  today." 


Made  in  Japan 

It  isn't  enough  that  the  Australia  // 
won  the  America's  Cup  in  1983 
and  that  the  next  America's  Cup 
races,  to  begin  in  October,  will  be  held 
halfway  around  the  world,  in  Perth. 
Now  more  than  two  dozen  tony  mail- 
order catalogs,  including  Hammacher 
 1 


America's  Cup,  halh;;:,}  jcale 
Memories  in  mi^iaattarff. 


Schlemmer  and  Spiegel,  offer  an  "offi- 
cial" radio-controlled  model  of  an 
America's  Cup  challenger,  fashioned 
by  Japanese  model  boat  designer  Ka- 
zuo  Take  and  made — where  else? — in 
Japan.  Imported  by  AG  Industries  of 
Redmond,  Wash.,  the  models  retail 
for  about  $200  each.  An  AG  partner, 
appropriately  named  Nelson  Good- 
sell,  expects  to  peddle  7,000  to  8,000 
of  them  this  year. 


The  senior  vote 

Senior  citizens,  via  their  23-mil- 
lion-member  American  Associa- 
tion of  Retired  Persons,  are  going  to 
try  flexing  their  political  muscle.  Up 
to  now  AARP  has  shied  away  from 
politics  for  fear  of  alienating  partisan 
groups  among  its  rank  and  file.  (The 
only  AARP  membership  requirement 
is  to  be  over  50.)  As  a  warm-up  for  the 
1988  presidential  year,  the  Washing- 
ton, D.C. -based  AARP  this  fall  will 
interview  congressional  and  guberna- 
torial candidates  and  stage  political 
forums  and  get-out-the-vote  drives 
among  its  2  million  members  in  Ala- 
bama, Colorado,  Idaho,  Iowa,  Mary- 
land and  Missouri.  "We  have  a  power 
out  in  the  grass  roots,"  says  AARP 
Executive  Director  Cyril  Brickfield, 
noting  that  the  group  averages  10%  of 
the  voters  in  every  congressional  dis- 
trict. In  1984,  70%  of  Americans  over 
55  cast  ballots,  compared  with  40%  of 
those  18  to  24.  But  caution  is  still  the 
watchword.  The  association  will  en- 
dorse neither  parties  nor  individual 
candidates,  and  will  neither  set  up 
political  action  committees  nor  sell 
its  mailing  list.  Instead,  it  will  com- 
pare candidates'  views  on  issues  like 
health,  age  discrimination  and  pen- 
sion reform  with  AARP  stands  and 
publish  the  results  in  direct-mail  fli- 
ers. AARP  has  committed  an  initial 
$660,000  to  the  project  and  hopes  for 
another  $2  million  by  Election  Day. 


The  entrepreneur's  map 

The  entrepreneurial  spirit  may  be 
bruised,  but  it  isn't  beaten. 
Though  new  business  incorporations 
dropped  a  shade  in  May  and  June,  they 
rose  to  355,000  in  the  first  six  months 
this  year,  5.4%  over  the  same  period 
in  1985,  according  to  Dun  &  Brad- 
street.  Twenty-one  states  showed  in- 


creases of  more  than  10%,  the  larges 
in  Connecticut  (up  70.6%,  to  7,215) 
Montana  (up  23%,  to  861)  and  Nevi 
Hampshire  (up  21.6%,  to  2,109).  The 
world's  oil  troubles  hit  hard,  however 
Incorporations  dropped  nearly  25%  ir 
Alaska,  and  were  also  off  in  the  south 
central  region  (Arkansas,  Oklahoma 
Louisiana  and  Texas).  New  Englanc 
was  tops,  with  22,200  new  firms,  £ 
25.3%  gain.  The  Mid-Atlantic  states 
were  next  with  67,600,  11.3%  more 
than  last  year,  and  the  Pacific  region 
third,  with  43,850,  up  9.4%. 


PC  =  BMOC 

The  college  campus  is  one  bright 
spot  on  the  otherwise  dismal  com- 
puter scene.  At  least  16  U.S.  universi- 
ties now  have  installed  computer  net- 
works connecting  dormitories  with  li- 
braries, classrooms  and  labs,  says 
Douglas  Abbott,  an  associate  vice 
chancellor  at  the  University  of  Massa- 
chusetts at  Amherst.  His  own  school 
is  considering  the  idea,  and  50  or  60 
others  are  looking  into  it,  he  says. 
Stevens  Institute  in  Hoboken,  N.J. 
was  among  the  first  to  install  such  a 
network.  Lehigh  University  is  install- 
ing a  $20  million  network  that  will 
provide  simultaneous  voice  and  data 
exchanges  in  126  campus  buildings. 
Students  this  fall  will  be  able  to  check 
their  electronic  mail,  hand  in  home- 
work, call  classmates  to  discuss  proj- 
ects they  are  all  working  on  and  flip 
through  the  library  card  catalog — 
without  leaving  their  rooms.  This 
won't  help  campus  social  life — or  tu- 
itions, which  will  rise  10%,  to 
$10,500,  partly  to  pay  for  the  system. 
A  new  room  surcharge  of  $125  a  year 
covers  computer  outlets.  (Students 
pay  for  their  own  phones  and  PCs,  at 


Mel  Di  Giacom(Vlma)ic  Bank 


Computers  o/i  cui}i[ju^ 
Silicon  Valley's  bright  spot. 
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uppose  we 
invented  a 
way  to  refill 
a  postage 
meter  by 
phone. 

Run  that  by  again? 

Mailroom  managers  call 
up  and  get  their  meters 
refilled.  They'd  never  have 
to  go  out  in  the  rain  to  the 
post  office. 

The  ones  I  know  would  really  go 
for  that.  How  do  we  do  it? 

We  build  a  new  kind  of 
meter  with  a  little  brain  in 
it.  They  need  postage,  they 
call  us  at  Pitney  Bowes,  get  a 
code  number,  punch  it  up 
on  their  meter,  the  meter's 
filled  and  ready  to  go. 

The  whole  process  takes  two 
minutes.  Can  we  do  it? 

I'll  bet  we  can. 

Can  we  get  a  go-ahead  from  our 
management? 

No  problem.  Let's  do  it. 


For  details  call  >i 
i-800-MR  BOWES,  ext.  361. 


Hp  Pitney  Bowes 


A  climate  that  grows  ideas 


$1,000  to  $3,000  each.)  Computers- 
can  even  help  recruiting.  Bradley  Uni- 
versity in  Peoria,  111.  reports  that  an 
option  to  rent  a  dorm  room  PC  for 
$200  a  semester  helped  boost  atten- 
dance for  this  tall  by  2 1  % . 


Home,  sweet  home 

Home-ov^ning  households  hit 
their  peak  in  1980  and  dropped  to 
a  20-ycar  low  late  last  year.  Now,  for 
the  first  time  in  six  years,  they  are 
rising.  In  the  second  quarter,  accord- 
ing to  surveys  by  the  Census  Bureau, 
the  percentage  of  families  owning 
homes  was  up  to  63.8%;  last  year's 
low  was  63.5%.  The  peak,  in  1980, 
was  65.6%,  when  climbing  interest 
rates  and  the  recession  combined  to 
send  the  housing  industry  into  col- 
lapse. The  fall  in  rates  reversed  things. 
Mortgage  lending  by  thrifts  went  up 
49%  this  June  compared  with  the 
same  month  in  1985,  and  by  year's 
end  could  be  up  by  19%  over  all  of  last 
year,  says  the  U.S.  League  of  Savings 
Institutions. 


The  chairman's  cellar 

Lee  lacocca,  Chrysler's  nonstop 
chairman,  has  found  time  to  bring 
out  a  line  of  wine  and  olive  oil,  now 
on  sale  in  Michigan  and  due  any  day 
in  Chicago,  New  York  City  and  At- 
lanta. Labeled  Villa  Nicola  for  lacoc- 
ca's  estate  in  Tuscany  (which  is 
named  for  his  father),  the  wine  is  from 
his  own  vineyard,  the  oil  from  there 
and  neighboring  groves.  Both  also 
bear  the  legend  "Bottled  for  Lee  lacoc- 
ca." The  red  wine,  a  Brunello,  sells  for 
about  $9,  the  olive  oil  sells  for  about 
$24  a  liter. 


Giimma-Liaisun 


Chrysler  Chairmwi  Lee  sacocca 


|f  jf<oa  canjind  beiZier  olkfe  oil.  .  .  . 


On  to  Europe 

Japan's  carmakers,  having  redrawn 
the  U.S.  automobile  market,  are 
doing  the  same  across  the  Atlantic. 
Europe  has  no  official  organization 
tracking  car  sales,  but  a  study  hy  Auto- 
motii'e News,  Detroit's  unofficial  Bible, 
shows  that  in  the  first  half  of  this  year 
Japan  took  11.8%  of  West  Europe's 
market,  with  727,500  cars  out  of  a  6.1 
million  total.  What's  more,  Japan's 
growth  for  the  half  was  almost  29%  of 
the  total  market  increase,  despite  the 
fact  that  its  cars  are  virtually  shut  out 
of  much  of  the  Continent.  Paris,  for 
example,  limits  Japan  to  3%  of  the 
French  market;  Italy  allows  it  to  sell 
no  more  than  2,000  cars  a  year;  and 
Spain  is  still  shielded  from  most  im- 
ports. Still,  the  Neivs  report  shows, 
Japan  took  4%  of  the  market  in  those 
protected  countries  and  20%  in  the 
rest  of  Europe.  In  Great  Britain,  where 
a  polite  agreement  holds  Japan  to  be- 
tween 10%  and  11%  of  the  market, 
the  Japanese  took  precisely  10.3%  of 
the  965,000  cars  sold  in  the  first  half 
of  1986.  The  Japanese  also  appear  to 
be  following  exactly  the  same  pattern 
in  Europe  that  they  have  in  the  U.S. — 
shifting  emphasis  from  their  already 
successful  small  cars  to  higher-priced, 
more  profitable  models. 


Nag,  nag,  nag 

The  older  woman  has  come  into  her 
own  on  prime-time  TV  entertain- 
ment, but  the  role  she  plays  has  plen- 
ty of  room  for  improvement,  accord- 
ing to  the  National  Commission  on 
Working  Women,  a  nonprofit  advoca- 
cy group  for  nonprofessional  women. 
Sally  Steenland,  the  onetime  high 
school  English  and  film  teacher  who 
did  the  commission's  research,  likes 
the  seniors  on  Golden  Girls  for  their 
frankness  about  topics  like  widow- 
hood and  midlife  sex.  She  deplores 
characters  like  Alexis  Colby  on  Dy- 
mist}<,  played  by  Joan  Collins,  and  An- 
gela Channing  on  Falcon  Crest,  Jane 
Wyman's  starring  role.  "They  are 
oblivious  to  their  age  in  a  way  that 
health,  luck  or  money  would  allow 
few  older  women  to  be,"  Steenland 
says.  The  report  hails  the  networks 
for  getting  away  from  the  stereotyped 
grandmas  of  yesteryear,  noting  that 
the  number  of  roles  for  women  over 
50  has  tripled  since  1975,  to  19  on  16 
prime-time  shows.  Other  highlights: 
84%  of  the  senior  ladies  are  single 
(68%  are  widows),  and  26%  are  mil- 
lionaires. On  the  positive  side,  Steen- 


Juan  Cullins  as  Ale.xis  in  D\  nasi\' 
Victims  no  more. 


land  says,  "TV's  older  women  are  not 
the  victims  of  past  years."  On  the 
negative  side:  "If  painting  a  rosy  pic- 
ture is  a  crime,  TV  is  guilty  when  it 
comes  to  older  women." 


Building-block  power 

The  huge,  1,000- (or  more)  megawatt 
coal,  oil  and  nuclear  plants  electric 
utilities  once  relied  on  faded  out  in  the 
early  Eighties,  killed  by  high  interest 
rates,  construction  delays  and  a  drop  in 
growth  of  power  demand  from  7.7%  a 
year  in  the  early  Seventies  to  2.2% 
Unable  to  predict  load  growth  ten  years 
in  advance,  utility  executives  now 
want  smaller,  less  risky  modular  units  i 
that  can  be  built  in  three  years.  Last  ^ 
month  General  Electric  unveiled  a  tur- 
bine that  seems  to  fit  the  bill.  Only 
inches  longer  than  older  models,  the 
135-megawatt  7F  gas  turbine  offers 
70%  more  capacity.  The  7F  can  be 
expanded  to  200  megawatts  by  adding  a 
unit  to  convert  waste  steam  into  elec- 
tricity. Total  cost:  $80  million,  or  $400 
per  installed  kilowatt,  compared  with 
$1,200  for  conventional  coal-fired 
units.  Using  jet  engine  cooling,  the 
turbine,  at  2,300  degrees  Fahrenheit, 
burns  15%  hotter  and  converts  fuel 
into  electricity  with  more  than  50% 
efficiency,  compared  with  46%  for  the 
earlier  generation  and  42%  for  conven- 
tional big  steam  units.  Another  plus, 
given  the  volatile  nature  of  fuel  prices, 
is  that  the  7F  can  burn  oil,  natural  gas  or  [| 
even  medium-Btu  gas  made  from  coal,  |' 
which  GE  thinks  will  be  commercially 
available  by  1995.  Virginia  Electric  has 
ordered  a  unit,  and  four  other  utilities 
are  interested. 
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For  what? 

The  greatest  executive  tool  ever— 
ttie  ultimate  desk  communications 
system.  While  you're  out,  it  takes 
messages.  You  call  in,  it  tells  you 
what  they  are,  then  you  can  dictate 
—a  response,  reports,  reminders. 

What  about  when  you're  at  your  desk? 
It  keeps  a  directory  of  100 
numbers  and  dials  any  one 
automatically.  It  screens  calls.  It 
records  at  the  sound  of  your 
voice.  And  even  separates  your 
letters,  notes  and  priority 
work.  Plus  you  can  send  visual 
messages  via  the  display  to  your 
secretary  and  staff. 

Amazing.  Is  that  all? 

Not  even  half.  Hook  it  up  to  a  PC 
anywhere  in  the  office  for  a 
dozen  more  amazing  feats,  like 
scheduling,  or  receiving  and 
printing  electronic  mail. 


A  climate  that  grows  ideas 

H  Pitney  Bowes 


loday  the  shortest  route 
to  low-cost  funds  is  not 
always  the  most  direct. 


"Globalization. 
Deregulation.  Arbitraging 
foreign  bond  markets 
through  interest  rate  and 
currency  swaps.  These  arc 
the  elements  that  define  to- 
day's capital  markets.  They 
all  add  up  to  an  unprece- 
dented range  of  financing 
opportunities-if  you  can 
evaluate  and  act  on  them  as 
they  occur!' 

Will  Mesdag,  Artur 
Walther  and  their  colleagues 


hC^       '  i-    \    \\      U  Tom  Dean,  Tracv  Wolstcncroft,  Will  Mesdag,  Artur  Walther,  Sara  •  i 

e    L^apital    Markets    Wcinheimer,  Peter  Aberg:  Capital  Markets  Group,  Goldman  Sachs.  Capital 

Group  at  Goldman  Sachs   

discuss  the  ways  in  which  debt 
is  raised  in  today's  global 
marketplace. 

"Keeping  on  top  of  con- 
stant change  and  developing 
opportunities  is  the  greatest  chal- 
lenge. The  United  States  has  been 
in  the  forefront  of  deregulation, 
but  Britain,  Japan,  West 
Germany,  Switzerland  and  the 
Netherlands  have  m^mmm^mam 
also  seen  signifi- 
cant liberalization 
of  their  markets  in 
recent  years. 

"Further- 
more, the  introduc- 
tion of  new  uses  for 
instruments  like 

futures,  options   

and  interest  rate  and  currency 
swaps  has  brought  about  the  de- 
velopment of  synthetic  securities 
that  are  of  tremendous  value  to 
issuers  and  invesiors. 


arbitrage  to  convert  t 
funds  into  the  desired  ci 
rency,  be  it  dollars  or  yen 
whatever.  In  order  to  idc 
tify  the  source  of  funds,  y< 
need  to  have  people  wl 
know  the  buyers.  Th 
means  salesmen,  trader 
and  people  involved  in  t 
syndication  process.  Th 
have  to  constantly  gath 
market  information,  r 
spond  to  investors'  nee 
and  be  prepared  to  comn 


^^Having  one 
capital  markets 
group  worldwide 
makes  it  easier  to 
discover  oppor- 
tunitiesV 


"New  markets  and  new  in- 
struments have  increased  the 
complexity  of  monitoring  an  is- 
suer's financing  opportunities  at 
any  point  in  time.  Interest  rates 
move.  Exchange  rates  move. 
Swap  counterparties'  objectives 
change.  Investors'  preferences 
change.  And  when  an  oppor- 
tunity develops,  everything  has 
^^^■HBHB  to  fall  into  place 
quickly. 

"Experi- 
ence counts. 
Being  in  the  busi- 
ness since  it  started 
and  watching  the 
markets  develop 
help  refine  your 
sense  for  real  value 
and  long-term  worth. 

"You  have  to  understand 
exactly  what  is  involved.  You  are 
first  talking  about  sourcing  funds 
and  then  taking  advantage  of  an 


"Teamwork  is  an  e 
treme  understatement  here.  T 
coordination  of  professionals 
Tokyo,  London  and  New  York 
critical  for  sourcing  funds. 

"Consider  this  example 
global  sourcing.  With  intere 
rates  declining  in  the  U.S.,  inve 
tors  were  looking  to  diversify  in 
other  higher  coupon  currenci 
such  as  Australian  dollars. 

"The  demand  for  Austr; 
ian  dollars  from  U.S.  investc 
gave  rise  to  a  U.S.  dome 
tic  market  for  debt  issu 
denominated  in  Australian  dc 
lars.  Although  debt  issued  in  t 
domestic  Australian  mark 
offered  a  higher  yield,  there 
a  withholding  tax  that  limited  tl 
appeal  to  investors.  Therefor 
corporate  bonds  denominated 
Australian  dollars  could  be  issui 
in  the  U.S.  domestic  markets 
lower  rates. 

"What  we  were  looking 
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as  a  classic  currency  swap  situa- 
)n:  U.S.  clients  wanted  low- 
st  U.S.  dollars.  Australian  cli- 
Tts  wanted  low-cost  Australian 
)llars.  Each  achieved  its  objec- 
^es  by  issuing  in  the  foreign  cur- 
ncy  and  swapping  into  the  de- 
ed currency.  And  both  shared 
e  benefits  of  low-cost  Aus- 
ilian  dollars  available  in  the 
.S.  domestic  market. 

"To  determine  what  the 
oitrages  are,  you  need  a  highly 
phisticated  interest  rate  and  cur- 
acy swap  unit  with  its  own 
'itribution  network.  A  group  that 
eaks  to  potential  investors,  bor- 
wers  and  hedgers  around  the 
3rld,  24  hours  a  day.  It  s  important 
know  what  their  objectives  and 
eds  are,  as  well  as  who  is  most 
nnpetitive  at  any  given  time. 
1       "But  simply  being  in  touch 
ifnot  enough.  There  are  usually 
iidit  concerns  on  ^^^^hhh 
j'th  sides  of  the 
h a  1  .    And  a 
j  mber  of  tech- 
l:al  concerns  as 
'?11:  that  multiple 


"lb  say  you 
need  teamwork 
is  an  extreme 
understatement^ 


I  s  of  cash  flows 
latch  precisely; 

at  the  foreign   

change  is  executed  efficiently; 
d  that  all  tax  and  accounting 
ues  have  been  considered.  If  the 
mbers  are  off  even  slightly,  a 
al  that  looked  good  can  sud- 

Inly  seem  very  marginal. 
"And  trust  is  a  very  impor- 
it  factor  in  these  transactions. 


Remember,  this  is  a  24-hour  mar- 
ket. When  we  commit  on  behalf 
of  a  counterparty,  securities  are 
issued,  bought  ■■m^^^^h 
and  sold-and  it 
may  be  weeks  be- 
fore  the  docu- 
ments arrive.  The 
issuers  always 
make  the  final  de- 
cision-but  they 

have  to  trust  us  to   

execute  that  decision,  perhaps  in 
the  middle  of  the  night. 

"Finally,  there  are  the  peo- 
ple, capital  and  organization 
needed  for  this  business.  Not 
every  investment  bank  is 
equipped  to  hancile  global  financ- 
ing transactions.  In  fact,  each  year 
a  smaller  number  of  institutions 
handle  larger  international  issu- 
ing volume. 

"One  of  the  reasons  is  that 
^^^^^mmm  you  have  to  have  an 
enormous  i  n - 
frastructure  in 
place.  You  cannot 
just  have  a  couple 
of  smart  people  sit- 
ting in  New  York 
calling  on  accounts 

  and  saying  'Did 

you  see  this  deal?  We  can  do  that  for 
you,  too.' 

"It's  absolutely  necessary 
to  be  able  to  pull  all  the  informa- 
tion together,  analyze  it,  evaluate 
it,  and  then  communicate  it  to 
issuers  and  investors.  You  need 
the  capabilities  to  create  new 


ideas,  products  and  arbitrage 
techniques.  That's  what  drives 
this  market. 


Keeping  on  top 
of  constant  change 
is  the  greatest 
challenged 


"It  also 
helps  to  have  one 
capital  markets 
group  worldwide, 
with  all  people  in 
the  same  depart- 
ment working  as  a 
unit.  If  everyone 
  agrees  on  direc- 
tions and  priorities,  it's  easier  to 
discover  opportunities  for  our  cli- 
ents, here  and  abroad. 

"It's  clear  that  in  the  future, 
global  capital  markets  will  continue 
to  grow.  With  markets  being  de- 
regulated, opportunities  abound. 
But  you  have  to  make  significant 
investments  in  people  and  resources 
to  improve  global  issuing  and  trad- 
ing capability.  Because  if  you  can 
operate  efficiently  in  all  these  mar- 
kets, you  can  put  together  compli- 
cated financings  that  offer  the  best 
opportunities  for  your  clients!' 


Soldman 
achs 


ami  Philadelphia  St.  Louis  San  Francisco  London 
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Follow-Through 


ITS  NOT  A  RISK 
WmN  ITS  BEEN  DONE 
OVER  1250  TIMES. 


lANTASTIC  SAMS,  the  original  family 
haircuttcrs.  is  the  world's  largest  and 
fastest  growing  haircare  franchise, 
according  to  ENTREPRENEUR,  1986.  It's 
no  accident  —  Fantastic  Sam's  has  sold 
over  1250  stores  —  and  we're  still 
growing  witli  new  sales  each  day! 

Inquire  today  about  owning  a 
Fantastic  Sam's  franchise. 

•  no  accounts       •  $45,000 
receivable  minimum 

•  relatively  low  investment 
inventor>'  •  no  royalties 

•  weekly  fees  of    •  in  business 
$131.00  for  yourself, 

but  not  by 
yourself. 

We  have  a  system  that  will  work  for 
you !  (Oon't  take  our  word  for  it;  call 
any  of  our  -lOO  owners,  who  collectively 
own  over  1250  stores,  and  ask  them. 
Most  were  never  in  the  hair  business.) 

In  USA,  caU  1-800-621-5507, 

8:30-5:00  CST 
In  Canada,  call  604-530-3177 
or  416-441-6330 


This  offering 
made  by 
prospectus  only. 


(  I'hc  original  faniil>  haircutters!^^ 
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Chickening  out 

Under  the  wing  of  an  arcane  tax 
law  meant  to  benefit  small  farm- 
ers, even  agricultural  giants  like  $1.1 
billion  (sales)  Tyson  Foods,  $740  mil- 
lion (estimated  sales)  Perdue  Farms 
and  $185  million  (sales)  Hudson 
Farms  are  "family  farms."  The  rule 
applies  so  long  as  50%  of  a  company's 
stock  is  held  by  one  family,  and  it 
saves  those  chicken  farms  millions 
each  year  by  allowing  them  to  use 
cash  accounting  rather  than  the  ac- 
crual method,  with  which  the  IRS  re- 
quires most  other  firms  to  compute 
taxable  income.  Tyson,  for  example, 
deferred  $26  million — 78%  of  its  tax 
bill — last  year  (Forbes,  May  5). 

There  has  been  much  squawking  on 
the  subject  since  the  spring.  Cash  ac- 
counting often  works  against  farmers 
by  making  livestock  and  some  or- 
chards attractive  tax  shelters  and  so 
encouraging  overproduction.  It  also 
understandably  ruffles  the  feathers  of 


Chicke)is  before  the  slciiiiihter 
The  IRS  raises  chicken  feed. 

publicly  held  competitors  such  as 
$5.5  billion  (sales)  ConAgra  and  $1.3 
billion  (sales)  Federal  Co.,  two  chick- 
en farms  that,  under  the  tax  code,  are 
not  family  farms  and  thus  do  not  qual- 
ify for  the  tax  benefits  that  cash  ac- 
counting bestows.  The  companies 
lobbied  Congress  to  limit  cash  ac- 
counting for  farmers  to  those  with 
revenues  of  less  than  $100  million. 
That  would  raise  $500  million  over 
five  years,  says  the  Joint  Committee 
on  Taxation. 

It  was  not  to  be.  Tyson,  Perdue  and 
Fludson  formed  the  Family  Farm  As- 
sociation and  hired  a  premier  tax  lob- 
byist. Three  chicken-state  senators — 
William  Roth  Jr.  (R-DeL),  David  Pry- 
or  (D-Ark.)  and  Dale  Bumpers 
(D-Ark.) — also  helped  keep  the  Sen- 
ate and  conference  committee  from 
voting  on  the  issue.  "They  twisted 


every  arm  that  could  be  twisted,"  sa\ 
one  congressional  aide. 

Other  proposals  were  weakenec 
Congress  wanted  a  much  longer  d( 
preciation  period  for  chicken  coop 
and  hog  pens  than  the  five-year  wntt 
off  in  current  law.  But  the  bill  pre 
vides  only  a  seven-year  writeoff.  ". 
maintains  an  incentive  to  oveipn 
duce  in  an  industry  with  chronic  ovei 
production  and  gives  a  strong  advai 
tage  to  high-|tax]-bracket  producers, 
says  Chuck  Hassebrook  of  the  Centt 
for  Rural  Affairs  in  Walthill,  Neb. 

Agribusiness  won't  escape  the  ne\ 
corporate  minimum  tax,  of  course 
But  what  will  the  Treasury  raise  fror 
those  farms;'  Chicken  feed. 


A  patented  mess 

SIX  years  ago  when  most  foreig 
countries  were  cross-checkin 
their  trademarks  and  copyrights  b 
computer,  the  U.S.  Patent  &  Trade 
mark  Office  was  taking  two  years  fc 
each  of  the  100,000  patents  an 
60,000  trademarks  it  handled  cac 
year — manually.  So  in  1980  Congres 
ordered  the  PTO  to  automate.  Th 
PTO  blew  it.  It  started  with  trade 
marks,  and  the  estimated  total  cost  c 
automating  rose  570%,  from  $6  mi. 
lion  in  1982  to  $40  million  last  year.  I 
bought  inadequate  computers  an 
software  four  minutes  slower  thai 
the  average  manual  search,  the  Gen 
eral  Accounting  Office  reported  las 
year  {Eorbes,  June  17,  19H5]. 

Trying  to  save  money,  the  PTO  crc 
ated  another  patent  mess.  In  effect,  i 
exchanged  a  copyright  on  its  own  dat 
with  two  foreign  firms  for  a  trade 
mark  database.  It  further  propose 
user  fees  of  $70  per  hour — includin. 
$30  in  royalties  to  the  foreign  suppli 
ers.  The  Flouse,  irate,  responded  b' 
passing  a  bill  prohibiting  user  fees  fo 
either  patent  or  trademark  searches 
The  White  House  and  the  Senate 
which  support  such  fees,  read  that  a 
an  attack  on  all  user  charges,  so  th' 
bill  is  snarled  in  conference. 

The  PTO,  part  of  the  Department  o 
Commerce,  fared  no  better  with  auto 
mating  patent  searches.  The  GAO  ha 
just  issued  a  second  scathing  report 
charging  that  Commerce's  18-yea 
cost-plus-fixed-fee-contract  with  Vir 
ginia's  Planning  Research  Corp.  vio 
lates  federal  procurement  rules.  Thi 
PTO  also  omitted  costs,  inaccurate] 
claimed  expected  benefits  and  failc. 
to  monitor  the  contractor  effectivelv 
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I  Stability 
Respected  The\\brld  Over. 


r-jmirrrrrr. 


Stability.  You've  come  to  expect  it  from  the  Swiss. 
Fact  IS,  the  whole  world  banks  on  it. 

That's  whiy  we're  proud  of  our  Swiss  heritage. 
Proud  to  maintain  our  old  world  values. 

Proud  to  be  American,  too.  Imaginative.  Bold. 
And  exciting. 

An  American  organization  of  Swiss  descent.  The 
best  of  both  worlds.  The  best  insurance  protection  for 
your  valued  business. 


We  create  world  class  insurance  that's  in  a  class 
by  itself 

Come  to  Zurich-American  Insurance  Companies 
for  sound  business  insurance  advice.  Vast  technical 
expertise.  And  the  financial  strength  to  protect  your 
operation. 

You'll  find  we  speak  plain  English.  But  if  you 
listen  closely,  you'll  hear  our  Swiss  accent  on 
stability. 


Zurich-American 

American  Creativity.  Swiss  Dependability. 


ZURICH-AMERICAN  INSURANCE  COMPANIES 
Zurich  Insurance  Company*  American  Guarantee  and  Liability  Insurance  Company  •  Schaumburg,  IL  60196 


A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 


It's  easy  to  pick  a  card 
when  they're  all  on  the  table. 


Diners  Club 


American 
Express" 
Green 


Visa® 


MasterCard® 


1.  Free  gifts 
and  travel. 

2.  Chiauffeured 
town  cars  for  a 
few  dollars 
more  than  taxis. 

3.  Hotel  suites 
for  about  ttie 
price  of  a 
single  room. 

4.  Personal  gift 
consultant. 

5.  Virtually 
unlimited 
spending. 

6.  Automatic 
Air  Travel 
Accident 
insurance. 

7.  Worldwide 
acceptance. 


Yes 

No 

No 

No 

Yes 

No 

No 

No 

Yes 

No 

No 

No 

Yes 

No 

No 

No 

Yes 

Yes 

No 

No 

Yes 

$650,000 

Yes 

$100,000 

Yes 

Varies 

Yes 

Varies 

Yes 

Yes 

Yes 

Yes 

Here  is  the  exclusive  set  of  benefits  you  get  with  the  Diners  Club 
Cord  that  you  don't  get  with  any  other  card. 

1  CLUB  REWARDS.^"  Like  on  airline  frequent  flyer  program,  you 
receive  gifts  and  trips,  absolutely  free,  with  Diners  Club  fronn  Citicorp. 
Best  of  all,  the  more  you  use  the  Card,  the  more  you're  rewarded  with 
free  gifts  and  trips.  Like  a  microcassette  recorder,  a  night  on  the 
town,  a  personal  computer,  and  free  flights  on  United  Airlines.' 

2.  CLUB  CHAUFFEUR.s"  You  con  relax  and  ride  in  the  comfort  of  a 
town  car  for  just  a  few  dollars  more  than  a  taxi  between  major 
airports  and  downtown  business  centers. 

3.  CLUB  SUITES.^"  Just  imagine,  for  about  the 
price  of  a  single  room,  you  con  indulge  in  an 
elegant  Hilton  Hotel  suite.-' 

4.  CLUB  GIFTS.sM  With  one  phone  coll,  a 
personal  gift  consultant  will  help  you  select 
and  send  unique  and  impressive  gifts  to  the 
important  people  in  your  life.  From  anywhere. 
To  anyone. - 

5.  VIRTUALLY  UNLIMITED  SPENDING 
PRIVILEGES.  There's  no  arbitrary  limit  on  your 
spending.  You  set  your  own  limit  through  your 


•Exceptronsmov  be  availooie  through  md'viauol  banks 

spending  and  payment  patterns  and  your  personal  resources. 

6.  $650,000  AUTOMATIC  AIR  TRAVEL  ACCIDENT  INSURANCE.  At  no 

extra  cost.  Diners  Club  offers  more  than  five  times  the  flight 
insurance  that  the  American  Express "  Green  and  Gold  cords  offer.^ 

7.  WORLDWIDE  ACCEPTANCE.  You  can  use  the  Diners  Club  Cord  at 
just  about  any  place  in  the  world  your  business  takes  you. 

And  of  course,  you'll  be  provided  with  the  other  services  the 
business  person  would  expect. 
So  to  take  advantage  of  these  Club  benefits,  simply  call  toll-free 
24  hours  a  day,  1-800-CLUB-INFO.^ 

Just/emember,  no  other  cord  says 
"Welcome  to  the  Club;-"" 


Diners  Club 
Internationdl' 


TO  APPLY  NOW 

'IZ  DOD'I  CALL 

1-800-CLUB-INFO 


^  iiv  bC  Lis 


^""th  """^"^^   °  service  available  -  !  /  lo  l  eisoiiol  and  Company  accounts  located  within  the  50  United  Stales.  Entollment  required.  Certain  terms  and  conditions  apply.  2.  Available  ot  participating  Hiltons 
nnd  other  selected  hotels  in  10  mojor  u  ^  cities  3  Additionoi  lees  apply  4.  This  policy  is  undenivritten  by  Commercial  Insurance  ol  Nevi/ork.  N.J.  The  cost  of  the  insurance,  $.51  per  trip,  is  included  as  port  of  the 
annuoi  ..otdmembership  lee  The  covor      is  not  ovailable  to  Corporate  Cordmembers.  5.  Call  1-800-CLUB-INFO  to  ask  for  complete  resereotion  and  cancellation  policies  for  Club  Chauffeur  and  Club  Suites 
.  pt.ciii--  rx;neflts  and  rewords  ore  sublec; ;  ovoiinbility  and  may  be  changed  or  discontinued  without  notice.  i{)  1986.  Citicorp  Diners  Club  ini 


the  GAO  charges.  Estimated  costs  for 
automating  patents  rose  from  $289 
milhon  in  1984  (when  PRC  was  hired) 
to  $448  milhon  now.  And  the  system 
is  still  at  least  two  years  off,  the  GAO 
adds.  It  wants  Secretary  of  Commerce 
Malcolm  Baldrige  to  stop  funding  the 
project  until  it  has  been  reassessed. 

John  M.  Toups,  chairman  of  PRC, 
counters  with  a  stiff  "we  believe  the 
automated  patent  system  is  state-of- 
the-art  and  very  cost-effective."  He 
expects  the  project  to  continue. 

Industry  is  outraged.  Patent  Office 
user  fees  have  already  risen  32%,  from 
$83  milhon  in  1983  to  $109  million 
last  year.  "Fees  should  be  based  on  the 
service  you  get,"  says  Michael  Blom- 
mer,  head  of  the  American  Intellectu- 
al Property  Law  Association,  whose 
corporate  clients  pay  the  fees.  "But 
the  Administration  is  overcharging  to 
acquire  a  system  that  won't  be  avail- 
able for  public  use  until  the  1990s  " 


Round-the-world 
real  estate 

A year  ago  prime  office  space  in 
New  York  City  was  renting  for 
S45  a  square  foot,  tops  in  the  U.S.  and 
Europe.  Retail  space  on  a  choice  Man- 
hattan shopping  street  went  for  an 
astronomical  $250  a  foot,  almost 
twice  as  much  as  in  San  Francisco,  the 
next  most  expensive  American  city, 
or  Zurich,  Europe's  most  expensive, 
said  a  lO-country,  38-city  canvass  by 
Landauer  Associates,  the  real  estate 
consultants  (Forbes,  May  20.  1985]. 

In  its  latest  annual  study,  Landauer 
found  that  while  office  space  in  the 
U.S.  and  Europe  has  in  most  cases 
leveled  off,  stores  in  the  best  locations 
are  up  on  both  sides  of  the  Atlantic. 
New  York  office  rents,  for  example, 
have  dropped  to  $44  a  square  foot.  San 
Francisco  space  has  slipped  from  $35 
to  $32.  Fiouston,  caught  between  the 
oil  depression  and  its  own  overbuild- 
ing, now  rents  space  at  an  average  $18 
a  foot,  down  from  $2 1 . 

In  London,  however,  the  office  that 
rented  for  $36  a  square  foot  a  year  ago 
now  commands  $53,  even  though  Eu- 
ropean tenants  must  also  customarily 
pay  for  such  items  as  taxes,  heating, 
cooling  and  repaii's. 

Retailing  is  a  different  story.  The 
Manhattan  boutique  that  rented  for 
$250  a  square  foot  last  year  now  goes 
for  $300.  A  London  shop,  $  1 1 1  a  foot  a 
year  ago,  is  now  worth  $166  a  foot.  In 
Paris  retailers  face  an  average  of  $133 
per  foot,  up  from  $84,  and  in  Switzer- 
land a  Zurich  store  brings  in  $199  a 
foot,  compared  with  Si 22  a  year  ago. 


At  the  heart 

of  Germany's  financial 

capital: 

Helaba  Frankfurt 


Helaba  Frankfurt  in  brief. 
A  solid  banking  partner. 

Helaba  Frankfurt  is  a 
government-backed  uni- 
versal bank  ranking  among 
Germany's  foremost 
financial  institutions  with 
total  assets  exceeding 
DM  66  billion.  It  offers 
a  broad  range  of  commer- 
cial and  investment  bank- 
ing facilities  as  well  as 
brokerage  and  investment 
advisory  services. 


Helaba  Frankfurt  serves 
both  domestic  and  inter- 
national clients. 

Concentrating  on  whole- 
sale banking,  especially  in 
the  medium  to  long-term 
sector,  Helaba  Frankfurt 
tailors  its  comprehensive 
services  for  large  corpor- 
ations, central  banks, 
government  entities,  and 
other  financial  institutions. 
Moreover,  it  acts  as  banker 
to  the  State  of  Hesse. 

Funding  is  facilitated 
through  issuing  its  own 
bearer  bonds  and  SD 
Certificates  (Schuld- 
scheindarlehen).  The  total 
outstanding  is  some  DM 
28  billion. 

Helaba  Frankfurt  is 
also  at  home  in  key  inter- 
national markets,  oper- 
ating for  example  full 
service  branches  in 
London  and  New  York  as 
well  as  a  Luxembourg 
subsidiary  specializing  in 
Euromarket  transactions 
and  private  banking. 


You'll  Tind  Helaba  Frankfurt 
in  major  flnancial  centers. 

Head  Office 
Junghofstrasse  18  -  26 
D-6000  Frankfurt/Main 
Tel.  (069)  132-01 
Tx.  4 15  291-0 

New  York  Branch 

499  Park  Avenue 

New  York  •  New  York  10022 

Tel.  (212)3712500 

Tx.  234426 

London  Branch 
8,  Moorgate 
London  EC2R  6DD 
Tel.  (01)  7264554 
Tx.  887511 

Luxembourg  Subsidiar>' 
Helaba  Luxembourg, 
Hessische  Landesbank 
International  S.A. 
4,  Place  de  Paris 
Tel.  (352)  4994011 
Tx.  3295  hela  lu 


Helaba  FiriiDiiktaDrG 

Hessische  Landesbank  -Girozentrale- 
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^I^^B:  '  '  ;  Readers  Say 


Unsafe  at  55? 

Sir:  You  say  "anyone  going  55mph  on 
highways  is  a  danger  to  safe  motor- 
ing"  (Fact  and  Comment,  Aug.  25).  Even 
if  you  and  Mr.  Bumble  are  correct  and 
the  law  is  "a  ass,  a  idiot,"  I  don't  think 
55mph  is  asinine. 
— Lenn  Kelly 
Houston,  Tex. 

Sir:  Your  comment  frightens  me.  Are 
you  advocating  breaking  the  law  be- 
cause so  many  do?  Please  limit  your 
considerable  influence  to  changing 
the  law  if  you  think  it  needs  to  be 
changed. 
— D.E.  Boone 
Spring  Lake,  Mich. 

That's  why  we  ran  the  cofnment — to 
change  the  law — MSF 


Some  modest  proposals 

Sir:  You  asked  for  answers  to  the 
problem  of  agricultural  surpluses 
(Fact  and  Comment.  Aug.  25).  I  suggest 
that,  as  with  any  other  commodity, 
when  supply  exceeds  demand  the 
resources  should  be  redirected.  It  is 
hard  for  me  to  believe  that  our  vast 
farmlands,  devoted  each  year  to 
growing  corn,  wheat  and  other  sur- 
plus products,  couldn't  be  convert- 
ed— perhaps  with  incentives,  if  nec- 
essary— to  growing  some  things  we 
now  import. 
—jack  E.  Spengler 
Ridgewood,  N.J. 

Sir:  The  answer  is  so  obvious  we'll 
never  do  it:  free  enterprise!  The  prac- 
tical application  of  supply  and  de- 
mand. Get  the  government  complete- 
ly out  of  the  farm  business.  Immedi- 
ately. Overnight.  The  first  couple  of 


I  r.tK  SiirrxssW.Kidhn  Onip 


Fi^n-i  in  loii'a 


years  will  be  rough.  Some  farms  will 
fail.  Those  that  can  manage  wisely 
will  prosper. 

— Robert  //.  Schwaig 
Fort  Myers,  Fla. 

Sir:  Our  government  should  use  the 
same  funds  now  subsidizing  farm 
products  for  an  installment  purchase 
of  land  from  farmers  willing  to  sell. 
The  government  could  then  idle  these 
farms  or  have  them  planted  into  forest 
preserves.  This  will  result  in  the  re- 
duction of  overproduction,  stabilize 
farm  prices  and  within  several  years 
remove  the  government  from  the  farm 
industry,  where  it  does  not  belong. 
— Martin  Hoffinger 
Chairman  of  the  Board, 
Hoffinger  Industries 
Brooklyn.  N.Y. 


Two-tier  attack  on  torts 

Sir:  Congratulations  to  Richard 
Greene  for  his  concise,  insightful  ex- 
amination of  "The  tort  reform  quag- 
mire" (Aug.  11).  I  have  taken  a  two-tier 
approach  in  proposing  a  congressional 
solution.  The  first  tier  would  allow 
various  groups  to  pool  together  in  risk- 
retention  groups  to  self-insure.  The 
second  tier  would,  as  Mr.  Greene  advo- 
cates, replace  the  hodgepodge  of  con- 
flicting state  laws  with  a  uniform  na- 
tional law  that  would  take  the  attrac- 
tion out  of  filing  frivolous  lawsuits. 
—Robert  W.  Kasten  Jr.  (R-Wis.J 
U.S.  Senate  Committee 

on  Appropriations 
Washington,  D  C. 

Sir:  The  real  reason  for  the  so-called 
insurance  crisis  is  that  reserves  for 
losses  [are]  no  longer  the  significant 
concern  of  management  they  have 
traditionally  been.  The  hallowed  bat- 
tle cry  of  "Millions  for  defense.  Not 
one  cent  for  tribute,"  was  replaced  by 
an  attitude  of  "We  don't  care  how 
much  we  pay.  All  we  want  to  know  is 
how  long  can  we  keep  the  money  be- 
fore we  pay  it."  Claims  people  do  not 
have  a  hand  on  the  tiller.  The  "go-go" 
boys  are  steering  the  ship. 
— Richard  J.  Friedmatz 
Highland  Park,  111. 

Sir:  Your  sidebar  "Lies  and  damn  lies" 
(Aug.  11)  says  that  the  Insurance  Infor- 
mation Institute  reports  that  in  1984 
the  average  award  in  product  liability 
cases  exceeded  $1  million  annually. 
You  contend  that  "this  figure  is  de- 


rived from  one  of  the  oldest  statistical 
tricks  in  the  book — taking  a  mean 
average,  which  gives  great  weight  to  a 
few  huge  cases.  .  .  ."  It  is  hardly  a  sta- 
tistical trick  to  compute  an  average.  In 
terms  of  total  dollars,  the  large  cases 
are  the  most  important. 
— Seart  F.  Mocmey 
Senior  Vice  President, 
Insurance  Information  Institute 
New  York,  N.Y. 

Sir:  Returning  the  doctrine  of  strict 
liability  to  our  tort  system  is  just  one 
step  on  the  long  road  toward  making 
individuals  responsible  for  their  own 
actions. 

—Jeffre)'  R.  Scharf 
Santa  Cruz,  Calif. 


Letters  on  Ashby  Bladen 

Sir:  Ashby  Bladen  seems  to  be  the 
only  commentator  who  is  telling  the 
truth  about  what  is  happening  to  the 
American  economy. 

— Ned  F  Morris 
Cincinnati.  Ohio 

Sir:  Someday  when  the  cycle  turns 
Bladen  will  say,  "I  told  you."  This  is 
after  he  has  seen  billions  of  wealth 
created  while  he  said  "Get  out." 

— George  H.  Rohrs 
New  York,  N.Y. 

Sir:  Ashby  Bladen  has  been  premature 
in  his  warnings,  but  we  need  more, 
not  fewer,  brilliant,  insightful  econo- 
mists like  Bladen.  The  longer  the 
crash  is  delayed,  the  worse  it  will  be. 
— Bill  Crawford 
Cotati.  Calif. 

Sir:  Long-term  economic  trends  do 
not  lend  themselves  to  something 
new  and  sexy  each  issue. 
— E.  Martin 
Whittier,  Calf 

Sir:  [Bladen's]  only  problem  seems  to 
be  a  matter  of  timing.  Who  hasn't  had 
that,  problem? 

— //.  Dawes  Miller.  M.D. 
President, 

Educational  Senices  for  Medicine,  Inc. 
Minneapolis,  Minn. 

Sir:  Like  everybody,  I  am  fully  invest- 
ed, including  margin.  Think  of  my 
situation  if  I  didn't  have  Bladen  to 
hold  me  back. 

— James  McMahon 
Toledo,  Ohio 
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The  most  effident 
^ehide  yet  devised  for 


crossing  the  Atlantic 


The  familiar  brown  UPS 
ickage  car  has  symbolized  effi- 
?nt  delivery  service  in  America 
r  over  70  years. 

Now  that  same  dependable 
rvice  reaches  every  major 
iropean  business  center.  Our  ex- 
inded  coverage  includes  every 
Idress  in  Austria,  Belgium,  Den- 
ark,  Finland,  France,  Ireland, 
Uy  Liechtenstein,  Luxembourg, 
onaco,  Netherlands,  Norway 
veden,  Switzerland,  the  United 
ingdom  and  West  Germany. 


And  we  can  get  your  Europe- 
bound  packages  and  documents 
virtually  anywhere  you  need 
them  in  just  two  business  days.* 

Whats  more,  we  offer  you 
European  service  with  all  the  con- 
veniences you've  come  to  expect 
at  home. 

"Vbur  regular  UPS  driver  picks 
up  your  European  shipments 
with  your  domestic  packages  auto- 
matically each  day  We  offer  rates 
to  Europe  that  are  among  the 
lowest  in  the  air  industry  And  we 


take  care  of  all  customs  clearance 
at  no  extra  charge. 

Call  us  at  1-800-321-5000 
extension  665  and  we'll  send  you  a 
complete  package  of  information 
on  how  to  use  UPS  air  services 
to  and  from  Europe. 

•Delivery  to  some  areas  requires  3  days.  ©United  Parcel  Service 
of  America,  1986. 


ups 


We  run  the  tightest  ship  in 
the  shipping  business." 


For  information  call:  1-800-321-5000  ext.665. 


C-iViLIZED  HOTEL  In  ThE  TROPICS 


Mayfair  House.  The  savoir-faire  and  service  of  Europe,  made  enticingly 
more  exciting  by  the  free-spirited,  uninhibited  flavor  of  Miami's  Coconut 
Grove.  A  small,  personal  hotel  where  every  suite  comes  complete  with  its 
own  Japanese  hot  tub  on  a  secluded  tropical  patio.  Surrounded  by  the 
elegance  and  elan  of  Mayfair,  the  stylish  shopping  enclave  of  the  Americas. 
Non-smoking  suites  and  complimentary  limousine  service  available. 

hotel  grand  luxe 
3000  Florida  Avenue,  Coconut  Grove,  Miami  FL  33133 
For  information  and  reservations, 
SSv  (305)  441-0000/(800)  433-4555/Florida  (800)  341-0809 

^        '^^l^^lnd''^  Or  call  your  travel  agent. 


"U.S.  Trust's  tax  evaluation 
of  our  family  business  at  a  time  of  transition  was 
highly  professional  and  convincing  to  the  IRS." 

Collier  W.  Baird.  Jr. 

Chairman,  Baird  Rubber  &  Trading  Co..  Inc. 


;\\^'       L()  u.u  uiiuci  standing  of  tax  law  is  but  one  of  many 
s{Kc  iji:    ('  disciplines  wc  ir  tegrate  into  the  management  of  your 
assets.  Fkase  contact  Mary  B  I,ehman.  Senior  Vice  President, 
United  State?  Tnist  Companv  of  New  York,  ]  1  West  54th  Street, 
"      '  ^  ^1^  '212)887-0446. 


flSTrust 

niething  ve  ry  well 
.  u  simply  cannot  do  it  for  everyone. 


Exceptions  noted 

Sir:  In  contrast  to  the  implicatioi 
that  all  D'Litcs  franchisees  arc 
"bleeding  to  death"  ("The  perils  o. 
franchising,"  Forbes,  An^  J5),  a  num 
her  of  experienced  and  adequately  fi 
nanced  D'Lites  restaurant  operator; 
are  producing  profitable  results  de 
spite  the  adverse  circumstances  dis 
cussed  in  your  article. 

We  do  not  disagree  with  the  premJ 
ise  that  franchising  can  be  perilous 
but  feel  compelled  to  inform  Forbes 
our  employees  and  shareholders,  ant 
our  valued  nutrition-conscious  cus 
tomers  that  Northern  Lites  and  othei 
well-prepared    franchisees    of  tht 
D'Lites  concept  have  and  will  contin 
ue  successfully  to  develop  their  re 
spective  territories. 
— Edtvard  II  Chambers 
Fresick'Ht  &  Chief  Executive  Officer, 
yorthei-ii  Lites  Ltd 
Roseniont,  Pa 


Drugs  and 
schools 

Sir:  Your  article  on  substance  abuse 
and  boarding  schools  (Forbes,  ////v  14 
coincides  directly  with  my  experi- 
ence. The  parents  with  whom  I  speak 
often  rank  drugs  as  a  major  fear  when 
considering  boarding  schools.  Board- 
ing education  could  be  in  serious  trou- 
ble unless  these  concerns  are  success- 
fully dealt  with. 
—Paid  Wm.  Johnston.  Ph.D. 
Director, 

Adi'L'ior}'  SeiTice  on  Private  Schools 
New  York.  X  Y 


It'll  be  low  cost 

Sir:  We  don't  think  Consolidation 
Coal's  B.R.  Brown  gave  you  the  whole 
story  on  Henry  Waxman's  "acid  rain" 
bill,  H.R.  4567  ("Coal  comfort,"  .4//^ 
//).  If  forced  to  reduce  sulfur  dioxide 
emissions  further,  many  utilities  will 
no  doubt  switch  to  low-sulfur  coal. 
But  they'll  switch  because  it  is  the 
low-cost  option,  not  for  want  of  any 
costly  new  coal-burning  technologies 
as  Brown  suggests. 

Also,  utilities  won't  have  to  go  out 
West  or  way  down  to  Colombia  to 
find  low-sulfur  coal.  There's  plenty  of 
low-sulfur  coal  in  Appalachia. 
— //any  L  Store}' 
Presidoit. 

Al!i<nice  for  Clean  E?rerg\' 
Rosslyn.  Va. 
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Critical  to  tine  absolute  reliability  of  cardiaG  pacemakers  are 
electrolytic  capacitors  necessary  for  controlling  a  pacemaker's 

electrical  flow. 

The  reliability  of  these  capacitors,  in  turn,  is  assured  by  the 
use  of  Fansteel  high  capacitance  tantalum  powder,  produced 

by  our  Metals  Division. 

In  addition  to  medical  electronics,  other  applications  for 
Fansteel  high  purity  tantalum  within  the  burgeoning  health 
care  industry  are  consistently  being  developed.  All  are  reasons 
why  it  will  pay  you  to  know  more  about  us. 


fansteel 

An  integrated  producer  of  refractory  metals  and  fabricated  products  for  tlie  electronics, 
electrical,  aircraft/aerospace,  metalworking,  energy  and  chemical  industries. 


FANSTEEL  INC.  Number  One  Tantalum  Place  •  North  Chicago,  IL  60064  •  (312)  689-4900 


NCR  Tower 
delivers 
forDomi 
Pizza. 


What  could  a  chain  of  more 
than  3,000  pizza  stores  and  a  hos 
pital  management  company  possibly 
have  in  common? 

Smarter  business  computers:  NCR  Towers'   

The  Tower  helps  Domino's  Pizza,  the  nation's  fastest-growing 
fast  food  chain,  to  guarantee  delivery  within  30  minutes. 

At  HCA,  the  country's  leading  hospital  management  firm,  over 
1,000  Towers  organize  and  coordinate  the  complex  functions  of 
each  independent  department  into  a  smooth-running  operation. 

Obviously,  the  Tower  is  a  very  versatile  computer 


■r;  :!.>•  . -  i   'UNIX  System  Vis  a  -t;     -cJ  iratic-mark  ol  Bell  LaBocalones     "RM/COS  is  a  registered  trademark  ol  Ryan  McFarland  Ci 


I 


The  NCR  Tower  is  actually  a  family  of  computers,  ranging  from  a 
2-4  user  system  to  a  departmental  system.  Or  from  a  small  business 
network  to  an  international  network  of  hundreds  of  users.  Memory 
capacity  ranges  from  one  to  sixteen  MB.  And  for  disk  storage, 
from  25  MB  to  over  5.5  gigabytes.  Networking  and 
communications  are  easy  because  the  Tower  supports  all 
major  protocols,  including  SNA,  X.25. 

The  NCR  Tower  offers  a  choice  of  operating  systems: 
UNIX  System  V*  and  RM/COS:'^  And  every  Tower  model  is 
designed  with  open  systems  architecture  to  work  with 
industry  standard  hardware  and  software. 

What's  more,  NCR  backs  the  Tower  with  one  of  the 
world's  largest  service  organizations.  With  16,000 
engineers  on  call,  expert  NCR  service  is  as  close  as  the 
phone.  Which  is  another  reason  the  Tower  is  a  smarter 
choice.  And  why  smart  businesses  have  already  chosen 
more  than  22,000  NCR  Towers. 

To  find  out  how  the  Tower  can  deliver  for  you,  dial 
1-800-CALLNCR.   

^ndHCM 


The  NCR  Tower. 

Because  smart  businesses  need  smarter  computers. 


NiC  R 


Ready  or  not,  here  it  comes.  A  big 

hoUvSe  with  a  big  backyard,  twins,  maternity  leave, 
those  forms  you  have  to  fill  out  every  April  15th, 
two  tonsillectomies,  a  long-overdue  vacation,  a 
raise,  a  higher  tax  bracket,  another  bouncing  baby 
an  even  bigger  house,  fluctuating  interest  rates, 
inheritance  from  a  long-lost  aunt,  grad  school,  pre- 
med  school,  med  school,  investing  your  profit 
sharing,  your  only  daughters  300 -plate  wedding 
reception,  money  to  start  your  own  business,  a 
new  couch  because  Uncle  Marvin  forgot  where  he 
left  his  cigar,  a  summer  house  on  a  small  lake  with 
large  fish,  changes  in  the  tax  law,  lawyers  for  every- 
thing, lots  and  lots  of  grandchildren,  and  a  cruise 
around  the  world.  So  get  ready  Call  Dean  Witter 
Were  ready  to  help  with  a  wide  range  of  invest- 

id  a  professional  Account  Executive  who 
ca  Personal  inwstment  program  to  meet 

ij  iii  ic      ^      ^       3ry  one  of  them. 


A  member  of  the 
Sears  Fmancial  Network 

i 

DEASVflTTER 

Everybody's  somebody  at  Dean  Witter. 


®  1986  Dean  Witter  Reynolds  inc.  Member  SiPC 


With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


SHIFTING  COMMERCIAL  SATELLITES  TO  FREE  ENTERPRISERS 


is  the  soundest  Reagan  step  so  far  in  reheving  our  space 
program  paralysis.  It  was  a  pipe  dream  anyway  to  think 
that  a  monopoly  on  commercial  payloads  would  eventual- 
ly make  the  NASA  program  profitable. 

We're  told  by  "informed  sources"  and  "experts"  that  it 
will  take  at  least  five  years  before  the  private  sector  can  get 
a  payloaded  unmanned  rocket  up. 

Baloney. 

These  "sources"  have  been  too  long  exposed  to  the 
indulgence  of  government  agencies  with  a  high  tolerance 
for  huge  overruns  on  both  schedules  and  cost.  Given  the 
immense  backed-up  commercial  demand,  and  given  the 
competitive  hunger  and  impressive  capabilities  of  several 


of  our  biggest  free-enterprise  defense  contractors,  the  time 
required  will  be  less  and  the  results  dramatically  good. 

It's  now  time  NASA,  if  its  painful  flaws  arc  corrected, 
gets  a  full-speed-ahead  order  from  the  White  House.  As 
Hugh  Sidey  points  out  in  Time.  "The  Soviets  are  15  years 
ahead  of  us  in  manned  space  experience.  They  outspend  us 
up  there  4-to-l.  Why?  Because  the  struggle  on  earth  will  be 
decided  up  there,  as  John  Kennedy  said  a  quarter  of  a 
century  ago. 

"For  the  moment,  America  has  lost  its  nerve  and  its 
vision  from  the  top  down.  The  most  frightening  deficit  is 
in  boldness." 

Amen. 


WITH  RATES  SOARING,  AND  FAR  FEWER  RISKS 

being  covered,  how  can  insurance  stocks  miss? 

RCA'S  NOW  PART  OF  GENERAL  ELECTRIC 

but  surely  GE's  not  going  to  let  this  famed  name  fade  identity  is  mighty  hard  to  come  by.  It  takes  years  to  acquire, 

away?  To  let  such  a  noted  name  gradually  disappear  into  the 

Over  the  decades  RCA  has  come  to  stand  for  a  lot  of  good  mists  of  marketing  lore  would  be  to  waste  one  of  the  most 

things,  a  lot  of  good  qualities.  Such  favorable  customer  valuable  assets  of  this  major  GE  acquisition. 


AMONG  NEW  DOCTORS, 

Some  of  us  are  old  enough  to  remember  growing  up 
when  and  where  family  doctors  were  as  much  a  part  of  life 
as  school  and  church,  mowing  lawns,  Saturday  movies  and 
other  givens. 

Over  subsequent  decades  family  doctors  have  become 
an  endangered  species,  a  vanishing  breed.  As  medical 
knowledge  about  diseases  and  every  type  of  illness  has 
expanded,  specializing  in  one  branch  or  another  has 
seemed  to  squeeze  out  general  practitioners.  On  the  doctor 
totem  pole,  the  GP  looked  to  be  way  down. 

But  times  they  are  a-changin'. 


A  WONDERFUL  TREND 

Family  practice  is  currently  the  most  popular  choice, 
followed  by  internal  medicine,  among  seniors  in  our  medi- 
cal schools. 

Interestingly,  at  the  same  time  the  number  of  newly 
doctored  going  into  psychiatry  has  declined. 

I'll  bet  this  IS  more  than  coincidence.  If  once  again 
there  are  Norman  Rockwellian  docs  to  whom  oldsters 
and  parents  and  kids  can  tell  their  troubles  while  being 
treated  for  cuts  and  bruises  and  broken  bones,  there's 
less  need  for  taking  to  the  couch  for  professional  mind- 
holding. 
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WHO'D  THINK  THERE'S  ROOM  FOR  ANOTHER  COLA? 

Well,  Mr.  C.J.  Rapp  does,  and  he's  launched  Jolt 
Cola — "All  the  sugar  and  twice  the  caffeine." 

In  other  words,  he's  carving  out  the  niche  for  the 
Bad  cola. 
And  I'll  bet  there's  room  for  it. 
After  all  the  diet-ness,  sugarless-ness,  less  caf- 
feine-ness  that's  been  raging  on  the  cola  range,  how 
can  the  one  that's  got  all  those  bad  things  to  the 
full  not  find  a  coterie  of  hard-core  contrarians? 

OPPOSING  MATERNITY  LEAVE  FOR  DADDIES 


has  touched  off  some  reader  outbursts: 

"The  function  of  such  leave  is  not  to  give  the  father  a 
rest  but  the  mother." 

— Gordon  Chamberlain,  Corvallis,  Ore. 

"Perhaps  your  attitude  toward  fatherhood  is  best  ex- 
plained by  those  enormous  prophylactics  on  which  you  fly 
around."  — Peter  J.  Salber,  Brooklyn,  N.Y. 

"A  father's  responsibility  for  a  child  begins  rather  than 
ends  with  birth."       — Sandra  L.  Mabee,  Beaverton,  Ore. 

"Could  takmg  time  for  closeness  between  father,  moth- 
er and  child  in  those  unrepeatable  weeks  be  not  just  a  cost 
to  business  but  also  a  cost  saver?" 

— Cornelia  Dickinson  Lebens,  Setauket,  N.Y. 

"Perhaps  your  wife  did  not  need  your  assistance  since 
Nanny  was  on  the  payroll!  There  are  those  of  us  who  are  a 
bit  less  fortunate."        — Angela  L.  Casale,  Albany,  N.Y. 

"Patemity  leave  gives  the  father  the  opportunity  to 
share  with  the  mother  the  early  experiences  of  his  child 
and  to  perhaps  assist  the  mother  in  her  recuperation. 
Businesses  of  the  future  must  adapt  themselves  to  accom- 
modate this  need  if  they  want  to  keep  the  best-qualified, 
loyal  employees."        — Sandra  Rosenberg,  Suffern,  N.Y. 

"With  more  fathers  taking  an  active  role  in  rearing  their 
children,  it  is  not  unreasonable  to  expect  that  they  would 
like  to  take  some  time  off  to  be  with  a  new  child,  just  as 
mothers  do."  — Nancy  L.  Wiggins,  Bellaire,  Tex. 

"This  bonding  might  just  help  bring  about  the  kind  of 
change  this  country  and  world  would  be  better  for." 

— Michael  Vogel,  New  York,  N.Y. 

"Brother,  are  you  off  base.  Modem  dads  take  just  a  tad 
more  interest  than  you,  apparently,  and  the  first  four 
months  after  birth  is  when  they're  needed  most." 

— Arvid  F.  Sponberg,  Valparaiso,  Ind. 

"If  you  can't  do  better  than  that,  let  someone  else  do  the 
writing."  —Wanda  J.  Mourant,  Framingham,  Mass. 

"Working  mothers  and  fathers  require  time  to  build  a 
bond  with  their  children  from  infancy." 

— Felice  Schwartz,  New  York,  N.Y. 

"While  it  is  a  law  of  nature  that  only  a  female  can  bear  a 
child,  there  is  no  such  law  that  only  a  female  can  care  for 
one.  Men  should  have  equal  access  to  parental  leaves  of 


absence."  — Joanne  S.  Kohler,  Stanhope,  N.J 

"The  idea  is  that  either  parent  has  the  right  to  be  the 
child's  primary  caregiver  during  its  first  few  months  of  life 
The  only  reason  I  am  not  canceling  my  subscription  is  that 
normally  I  thoroughly  enjoy  your  magazine." 

— Sandra  Ussia,  Wellsville,  Ohio 

"Please  cancel  my  subscription  and  return  my 
money."  — Lynn  Kelly,  Bethesda,  Md. 

"You  may  think  the  535  members  of  the  House  and 
Senate  have  holes  in  their  heads,  but  you  have  your  head  in 
a  hole.  I  only  wish  I  had  a  subscription  to  your  magazine  so 
that  I  could  cancel  it."  — Steve  Wilson,  no  address 

Most  of  this  misplaced  righteousness  is  simply  an  at- 
tempt to  justify  indulging  full  time  in  the  fun  and  joys  of 
parenting.  It  is  a  ball  holding,  feeding,  burping,  changing, 
shushing,  cooing  and  billing  to  one's  infant — at  least  we 
loved  it  with  each  of  our  five.  But  full  time  instead  of  a  job 
to  provide  home,  hearth  and  education  for  the  kid(s)? 

Wasn't  there  a  nursery  rhyme  that  ran,  "Bye  baby  bunt- 
ing, daddy's  gone  a-hunting,  gone  to  get  a  rabbit  skin,  to 
wrap  the  baby  bunting  in"? 

A  round-the-clock  daddy  and  mommy  would  drive 
mommy  and  baby  and  daddy  up  the  wall. 

But  three  letter  writers  do  make  valid  points — 

"As  a  new  father  who  is  taking  time  off  from  full-time 
employment  so  that  my  wife  may  cut  short  her  maternity 
leave  and  return  early  to  her  career,  I  find  the  legislation 
timely  and  sensible."  — Paul  Liebenberg,  Los  Gatos,  Calif. 

"Grow  up!  There  is  nothing  unmanly  about  spending 
time  nurturing  a  little  one  while  Mama  brings  home  the 
bacon."  — Frederic  L.  Bloch,  New  York,  N.Y. 

"I  do  agree  with  the  premise  of  your  comment.  No  one, 
man  or  woman,  barring  severe  medical  complications, 
needs  AVi  months  to  recover  from  the  birth  of  a  child.  To 
guarantee  anyone,  man  or  woman,  a  return  to  their  same 
job  at  the  same  pay,  after  a  4'/2-month  absence  may  be 
extreme."  — Barbara  Mann,  Silverton,  Ore. 

Lf  Mom's  got  a  greater  career  stake  than  Pop  and  wants 
to  rush  back  to  work  the  first  day  she  can,  a  mild  case 
might  be  made  for  a  few  weeks'  leave  for  a  daddy  who 
prefers  the  bacon  she  brings  home. 
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WHEN  YOU'RE  BLISSFULLY  SOAKING  IN  THE  SUN 

in  your  teens  or  tuned-in,  toned-up  twenties,  what's  to  Whether  your  skin  problems  then  will  offset  the 

worry  about  all  those  warnings  about  the  bad  effects  of  ecstasies  of  bronzing  today  may  be  a  fair  question.  But 

heavy  sun  doses  on  your  skin?  The  harm  won't  show  up  right  now,  with  a  bit  of  rationalization,  you  can  easily 

'til  you're  50  or  60  or  some  other  unimaginable  age.  load  the  answer. 

TWO  MORE  FROM  OUR  FAVORITE  JOKER 


From  time  to  time  we  can't  resist  cribbing  from  "Jab's 
Gab,"  a  column  written  by  Mahlon  White,  editor  of  the 
Benton  Couijn<  Enterprise  (Mo.).  The  things  that  tickle  his 
funny  bone  do  the  same  to  ours — f'r  instance,  these  two: 

"An  executive  was  with  a  small  but  lucrative  company 
just  snapped  up  by  a  conglomerate. 

"  'I  don't  know  whether  I'll  be  retained  or  be  penniless,' 
he  said  to  his  wife  at  the  dinner  table. 

"He  glanced  across  at  her  and  jestingly  asked  if  she 
would  still  love  him  if  he  became  penniless.  'Not  only  will 

ANYBODY 

who  doesn't  think  money  counts 
can't  or  doesn't. 


I  still  love  you,'  came  her  quick  response,  'but  I'll  miss 
you,  too.'  " 

*  *  * 

"Speaking  of  money,  a  dentist  in  a  neighboring  county 
told  me  about  the  parsimonious  patient  who  needed  to 
have  a  tooth  pulled  but  hesitated  when  he  heard  the  cost. 

"  'Fifty  dollars  is  an  awful  lot  of  money  for  about  five 
minutes'  work,'  he  said. 

"  'Well,  if  you'd  like  me  to,'  the  dentist  replied,  'I  can 
pull  it  slower.'  " 

PHONINESS 

is  such  hard  work.  (That's  an 
observation,  not  a  confession.) 


BOOKS 


In  the  dining  tar  ot  the  Imperial  train 
en  route  to  the  front  lines  (1915) 


#  The  Private  World  of 
the  Last  Tsar:  Photo- 
graphs and  Notes  of 
General  Count  Alexan- 
der Grabbe — edited  by 
Paul  and  Beatrice 
Grabbe  (Little,  Brown  & 
Co.,  $25).  Here  are  200 
never  -  before  -  published 
photographs  of  the  last 
Romanov  family.  They  are  intimate,  candid  shots  by  Gen- 
eral Count  Grabbe,  an  enthusiastic  amateur  photographer 
who  served  as  aide  and  friend  to  Tsar  Nicholas  II  from 
1911  until  the  Tsar's  abdication. in  1917.  Poignant  stuff. 

Excerpts:  The  Imperial  tram  was  a  glistening  deep  blue 
and  had  a  small  gold  monogram — N II — on  its  doors.  The 
train  had  a  duplicate,  which  was  outwardly  identical.  As  a 
precaution,  one  traveled  ahead  of  the  other  and  no  one  was 
told,  not  even  the  railroad  commission,  which  one  came 
first.  .  .  .  Nicholas  tried  conscientiously  to  function  as 
sovereign,  yet  his  belief  in  his  own  divine  right  clouded  his 
judgment.  In  keeping  with  his  belief,  Nicholas  never  felt 
called  upon  to  justify  his  conduct.  His  own  intuitions, 
divinely  inspired — or  so  he  believed — were  a  surer  guide 
than  other  people's  logical  arguments.  Officials  sometimes 
mistook  his  graciousness  for  acquiescence  and  came  away 
thinking  they  had  secured  approval  only  to  learn  the  next 
day  they  had  been  dismissed.  Similar  considerations  ac- 
counted for  the  Tsar's  adamant  opposition  to  a  parliamen- 
tary regime.  For  how  could  he  morally  justify  surrendering 
power — a  sacred  trust — to  a  cabinet^  "His  serenity,"  says 
(historian  George]  Katkov,  "was  based  on  the  conviction 
that  his  heart,  which  was  'in  the  hands  of  God, '  was  pure." 


White   River,   Brown  Water — by 

Alan  Holman  (The  Mountaineers,  306 
2nd  Ave.  W.,  Seattle,  Wash.  98119, 
$13.95).  To  journey  4,000  miles  in  a 
kayak  from  the  Peruvian  headwaters 
of  the  Amazon  to  Belem  at  its  vast 
Atlantic  mouth  takes  extraordinary 
imagination,  fortitude  and  physical 
survivability.  But,  unfortunately,  the 
the  trip  justice  are  not  a  requisite. 


iterary  skills  to  do 


Excerpts:  I  have  been  travelling  for  about  20  years,  have 
visited  between  60  and  70  countries,  have  seldom  learnt 
more  than  a  few  words  of  any  language  and  yet  I  have 
always  managed  to  get  what  I  need  and  go  where  I  want.  To 
me  it  is  a  question  of  being  logical.  .  .  .  The  Amazon  is 
almost  4,000  miles  long  with  over  a  thousand  tributaries, 
eight  of  which  are  themselves  over  a  thousand  miles  long;  I 
did  not  intend  getting  lost  in  that  lot  without  maps.  There 
is  nothing  like  the  Amazon,  the  largest  volume  of  fresh 
water  in  the  world  with  a  network  of  waterways  extending 
millions  of  miles,  its  luxuriant  forests  are  responsible  for 
replenishing  half  the  world's  oxygen,  and  of  the  22,000 
known  species  of  plants  in  the  world,  18,000  of  them  can  be 
found  in  the  Amazon  Basin.  .  .  .  I  had  canoed  approximate- 
ly 3,800  miles  in  116  days,  descending  from  about  3,000 
feet  at  Quiteni  in  the  Andes,  230  miles  from  the  Pacific 
Ocean,  to  the  Atlantic  at  Cape  Maguari,  entirely  on  my 
ovm,  propelled  by  my  own  muscle  power  and  financed 
entirely  by  my  own  efforts.  I  had  made  the  Guinness  Book 
of  Records  as  the  person  who  had  canoed  the  greatest 
distance  down  the  Amazon.  Moreover,  I  had  accomplished 
this  without  any  calamities  either  to  myself  or  to  yood  oT 
kayak.  As  Chris  Bonington  once  wrote  of  adventurers, 
audacity  has  a  momentum  that  carries  its  own  protection. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor's  mind.  -MSF 


Take  the  Wheel 

"It  takes  five  years  to  develop  a  new 
car  in  this  country,"  says  H.  Ross 
Perot,  GM's  largest  individual  share- 
holder and  a  director.  "Heck,  we  won 
World  War  II  in  four  years.  We  are 
spending  billions  to  develop  new  cars. 
This  isn't  a  moon  shot.  It's  just  a  car. 
Having  slow,  orderly  evolutionary 
change  just  means  that  we  aren't  go- 
ing to  change  at  all.  It's  time  we 
stopped  talking  about  making  the 
best  cars.  It's  time  to  make  them.  I'm 
not  going  to  rest  until  we're  shipping 
cars  to  Japan." 

— Doron  P.  Levin  and  Paul  Ingrassia, 
Wall  Street  Journal 

"Build  a  Greed  Bowl"? 

Chicago  is  giving  in  to  stadium 
madness.  While  cities  across  the  na- 
tion were  floating  bonds  and  blowing 
taxpayers'  money  to  satisfy  the  greed, 
not  the  need,  of  sports  franchise  own- 
ers, only  Chicago  had  the  sense  to  tell 
them  to  build  their  own  playgrounds. 

We  have  potholes  in  Chicago  big 
enough  to  float  a  yacht,  but  there's 
not  enough  money  to  fix  them.  There 
are  schools  that  look  like  they've  been 
through  wars.  There  aren't  enough 
cops  to  keep  up  with  the  crooks,  and 
we  can't  afford  to  hire  more. 

But  now  one  of  our  primary  munici- 
pal worries  is  how  to  spend  hundreds 
of  millions  to  satisfy  the  wealthy 
owners  of  baseball  and  football  teams. 
Chicago's  politicians,  like  those  in 
other  cities,  have  convinced  them- 
selves that  a  town  must  have  a  super- 
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duper  stadium  if  it  is  to  be  a  great  city. 
Strange,  when  I  was  in  Paris  I  thought 
it  was  a. great  city.  But  I  must  have 
been  wrong.  I  didn't  see  anybody  play- 
ing a  game  of  catch  under  a  dome. 
— Mike  Royko,  Chicago  Tribune 

"A  Miracle!" 

Stand  By  Me  isn't  perfect  or  over- 
whelming or  a  masterpiece  or  any- 
thing like  that.  While  watching  it, 
however,  I  had  a  pleasant  and  odd 
sensation.  I  felt  that  I  was  actually 
looking  at  a  movie — that  is,  a  work 
produced  by  someone.  My  God,  a  mir- 
acle! A  movie!  Nothing  could  stand  in 
greater  contrast  to  the  usual  desperate 
swindle — pieces  of  reused  plastic  and 
wadding  held  together  by  chewing 
gum  and  greed — that  now  passes  for 
feature-film-making  in  this  country. 
— David  Denby,  New  York  magazine 

Civilization  Woes 

At  2100  I  was  high  and  dry  on  the 
sand  dunes  and  got  camp  organized. 
The  wind  was  blowing  strongly  now 
and  I  had  to  start  the  fire  in  a  plastic 
bag.  After  chocolate  rice  pudding 
made  with  fresh  water,  I  rested  con- 
tentedly on  the  beach.  Nobody  lived 
near  here,  just  miles  of  sand  dunes 
and  nothing  to  support  habitation. 

Only  another  week  or  so  and  I 
would  be  in  England.  But  I  would  miss 
this  lifestyle.  What  had  the  rat  race  to 
offer  me?  Hotel  and  restaurant  bills, 
lots  of  traffic  noise  and  pollution.  I 
would  need  a  lot  more  clothes  and  of 
course  a  pair  of  shoes  to  imprison  my 
feet  once  more.  And  then,  back  to 
work  for  two  to  three  years  until  I  had 
enough  money  for  another  adventure. 
What  was  the  rush? 

— Alan  Holman,  White  River, 
Brown  Water:  A  Record-Making 
Kayak  Journey  Down  the  Amazon 

Whose  "It  All"? 

New  England  Monthly  magazine 
has  had  it  with  this  upper-income  re- 
sortification  of  its  territory.  Its  Au- 
gust issue  takes  to  task  a  bevy  of 
Gotham-based  weekend  commuters. 

"If  only  they  would  arrive  some  Fri- 
day night  without  their  little  parcels 
from  Dean  &.  DeLuca.  ...  If  only 
someday  their  socks  did  not  match 
their  sweaters  and  their  sweaters  did 


not  match  their  Porsches.  ...  If  onl> 
their  women  would  not  carry  pursed 
into  the  woods,"  beg  the  editors. 

Says  editor  Daniel  Okrent,  "I  don'l 
think  these  people  are  bad,  it's  just 
they  are  getting  away  from  their  'it 
all'  to  our  'it  all.'  " 

— William  Norwich, 
New  York  Daily  News 

No  Court  Can 

This  much  I  think  I  do  know — that 
a  society  so  riven  that  the  spirit  of 
moderation  is  gone,  no  court  can  save; 
that  a  society  where  that  spirit  flour- 
ishes, no  court  need  save;  that  in  a 
society  which  evades  its  responsibil- 
ity by  thrusting  upon  the  courts  the 
nurture  of  that  spirit,  that  spirit  in  the 
end  will  perish. 

— Judge  Learned  Hand 


Business,  real  business, 
is  not  numbers  and  it's 
not  money.  It's  people. 
You  have  to  be  able  to  know 
and  to  judge  people. 

— Andre  Meyer,  Financier, 
by  Gary  Reich 


Biting  Statistics 

Some  10  trillion  mosquitoes  are 
buzzing  around  the  United  States  this 
summer,  according  to  the  folks  at 
Cutter  Insect  Repellent,  who  of 
course  have  a  vested  interest  in  high 
mosquito  populations.  That's  41,000 
mosquitoes  per  American  citizen. 

Only  female  mosquitoes  bite — 
males  are  vegetarians.  Each  female 
will  bite  one  to  four  times  during  her 
lifetime.  Fortunately,  she  will  attack 
animals  and  birds  in  addition  to  hu- 
mans. If  we  were  the  only  item  on  the 
menu,  the  average  American  would 
suffer  100  bites  every  day.  Mosquitoes 
come  in  2,500  different  varieties, 
from  the  northern  tip  of  Alaska  to  the 
southern  tip  of  Brazil,  and  they  can 
survive  temperatures  from  below 
freezing  up  to  100  degrees. 
— George  Stanley,  Ducks  Unlimited 

Peculiar  Drink 

How  dry  is  it  in  rural  Georgia  these 
days?  At  a  meeting  with  officials  of  the 
Federal  Agriculture  Department  in 
Madison  County,  a  farmer  was  over- 
heard offering  his  characterization  of 
the  problem.  "It's  so  dry  in  these  parts 
that  yesterday  I  saw  two  trees  fighting 
over  a  dog,"  the  farmer  said. 

— New  York  Times 
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Find  out  how  good 
First  Class  canbe. 

runs 


FIRST  CLASS 
SERVICE 
AT YOUR 
FINGERTIPS. 

We're  going  to 
show  you  ser- 
vice and  com- 
fort rarely  seen  in 
First  Class.  To  start,  TWA  recommends  you  reserve 
id  pay  for  your  tickets  ahead  of  time  with  the 
merican  Express®  Card,  and  get  your  boarding 
isses  even  before  you  get  to  the  airport. 

Once  on  board,  our  flight  attendants 
ill  meet  your  every  need.  They  are 
lecially  trained  to  know  whether 
s  more  coffee  you  want,  or 
lampagne,  plenty  of 
impering,  or  just  plain 
•ivacy. 


-J 


THE 
BEST  TRAVEL 
AWARDS  FOR 
FREQUENT 
FLYERS.  Only  TWA 
offers  frequent  flyers  the 
opportunity  to  earn  a 
free  trip  for  two.  First  Class, 
around  the  world,  as  well  as 
free  travel  to  a  variety  of  excit- 
ing, exotic  places.  And  members 
of  TWAs  Frequent  Flight  Bonus® 
program  who  travel  First  Class  earn 
50%  bonus  miles  on  every  flight. 


DINING:  ABOVE  AND  BEYOND.  Sip  a  glass  of 
wine  as  you  enjoy  one  of  our  many  appetizing  entrees, 
all  laid  out  beautifully  ^^^^^  on  crisp  linen  table- 
cloths and  served 
on  sparkling  china. 


FIRST  CLASS 
COMFORT.  Enjoy  the 
^       luxury  of  our  First  Class 

Sleeper  Seat,  a  plush  recliner  that 
gives  you  room  to  stretch  out 
a  full  six  and  a  half  feet.  So 
no  matter  where  you're 
^flying  to, 
you'll  feel  like 
you're  floating 

on  air  "ima^ 


AMERICAN  EXPRESS  INTRODUCES 
GLOBAL  ASSIST.'"  Wherever  business  takes  you, 
American  Express'  new  Global  Assist  service  provides 
worldwide  emergency  referrals.  With  one  call,  toll  free, 
24  hours  a  day,  American  Express  will  help  Card- 
members  find  a  lawyer,  doctor,  dentist,  pharmacist, 
interpreter — or  even  suggest  which  visas  or  inocula- 
tions are  needed  for  specific  trips.  And  American 
Express  has  Travel  Service  Offices  worldwide  to  help 
you  with  any  changes  in  your 
travel  plans. 


TODAY'S  lAVA.  There's  a  new 
spirit  and  vitality  at  Today's 
TWA.  Fly  with  us,  and  find  out 
how  good  we  really  are. 


mk  Cards      TODAY'S  TWA.  FIND  OUT  HOW  GOOD  WE  REALLY  ARE. 
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Fact  and  Comment  11 

By  MS.  Forbes  Jr.,  Deputy  Editor-in-Chief 


CAN'T  THEY  SEE  THE  DIFFERENCE? 


This  year's  American  Bar  Association  convention  shows 
once  again  why  lawyers  are  held  in  such  low  esteem.  At 
this  get-together,  the  ABA  refused  to  rescind  its  year-ago 
recognition  of  the  Association  of  Soviet  Lawyers  as  an 
organizational  equal,  and  a  series  of  joint  meetings  are 
being  planned. 

Has  the  ABA  entirely  lost  its  moral  compass?  The  Soviet 
legal  system  is  a  legal  fiction.  It  hasn't  a  scintilla  of 
independence.  The  Communist  regime  makes  the  real 

SPECULATIVE  INVESTORS 

denominated  in  Australian  dollars. 

Government  bonds  maturing  in  1 99 1  have  yields  of  more 
than  14%.  This  compares  with  6.8%  on  U.S.  Treasuries. 
Longer-term  bonds  have  equally  enticing  coupons.  The 
yields  are  juicy  because  the  Australian  economy  has  been 
wracked  by  recession,  inflation  and  plummeting  currency. 
When  Ronald  Reagan  took  office,  the  Aussie  dollar  was 
worth  $  1 .20  U.S.  Today,  its  value  has  fallen  almost  in  half. 

The  risks,  of  course,  are  twofold:  The  kangaroo  currency 
could  bounce  even  lower  and  Aussie  interest  rates  might 
go  even  higher. 

The  potential  returns,  though,  are  worth  the  gamble. 
The  Australian  dollar  would  have  to  fall  to  around  40 
American  cents  before  an  investor  would  lose  money  on  a 


decisions  in  any  case  that's  of  interest  to  it,  which  the 
judges  obediently  rubber-stamp.  The  ASL  is  simply  an 
organ  of  the  Soviet  state. 

That  the  ABA  would  associate  with  a  group  that's  the 
antithesis  of  what  the  American  judiciary  system  is  sup- 
posed to  stand  for  is  startling.  Even  cynics  would  have 
thought  that  lawyers  would  cast  aside  principles  so  casual- 
ly only  in  return  for  a  large  fee. 

In  this  case,  the  ABA  did  it  for  nothing. 

SHOULD  CONSIDER  BONDS 

four-year  bond.  Australia  has  a  mineral-based  economy 
that  has  been  battered  by  the  worldwide  collapse  of  com- 
modity prices.  The  worst  of  that  deflation  is  over.  Com- 
modity prices,  in  fact,  should  start  inching  up. 

Most  investors  should  stick  with  the  First  Australian 
Prime  Income  Fund,  a  closed-end  investment  company 
listed  on  the  American  Stock  Exchange.  A  number  of  issues 
denominated  in  Down  Under  dollars  have  been  brought  to 
the  LT.S.  market  in  recent  months  from  such  prime  credits 
as  J. P.  Morgan,  Bankers  Trust  and  Manufacturers  Hanover. 
Their  interest  rates  are  tied  to  the  Canberra  government 
bond  market,  which  can  reduce  the  total  return  if  rates 
come  down.  Better  to  stick  with  fixed-rate  issues  such  as 
the  five-year  Sallie  Mae  notes  with  a  coupon  of  13.5%. 


HARMFUL 

One  hundred  years  ago  President  Grover  Cleveland  ago- 
nized over  legislation  creating  the  Interstate  Commerce 
Commission.  Reluctantly,  he  signed.  He  shouldn't  have,  as 
the  recent  ICC  kibosh  on  the  merger  between  the  Southern 
Pacific  and  the  Santa  Fe  demonstrates. 

This  first  of  Washington's  regulating  agencies  has  done 
far  more  harm  than  good. 

The  ICC  was  supposed  to  shield  farmers  from  rapacious 
robber-baron-dominated  railroads.  It  didn't  much  help  the 
farmer  (some  things  never  change),  but  over  the  years  it 
generated  enough  regulatory  obstacles  to  contribute  might- 
ily to  the  near-mortal  decline  of  the  railroad  industry. 

In  the  late  1970s,  the  ICC's  power  was  curbed.  With  this 
partial  deregulation,  America's  rails  made  an  impressive 


AGENCY 

comeback.  Sound  major  mergers  took  place.  Pricing  was 
made  more  responsive  to  the  market.  Costs  were  pared. 
Entrepreneurs,  in  many  cases,  took  over  abandoned  track 
and  started  their  own  small  railroads.  The  number  of  these 
so-called  shortlines  doubled.  Service  improved  for  all. 

Alone,  the  Santa  Fe  and,  especially,  the  Southern  Pacific 
are  much  weaker  entities.  Their  operating  margins  are  the 
lowest  of  the  seven  major  railroads. 

The  stated  reasons  for  KO-ing  this  merger  don't  hold 
water.  They  were  equally  valid  for  the  other  get-togethers  it 
had  approved.  Actually,  the  ICC  was  trying  to  reassert  its 
ebbing  authority.  Its  action  underscores  why  this  antique 
agency  should  be  delivered  the  coup  de  grace.  It  is  incapable 
of  exercising  its  authority  soundly. 
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SEND  A  GIFT  OF  JOHNNIE  WALKER  RED  ANYWHERE  IN  THE  USA 
CALL  1 -800-243-3787  VOID  WHERE  PROHIBITED 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


Strikes  are  on  the 
increase  again 


Employers  will  be 
hanging  tough,  too 


U.S.  competitiveness, 
meanwhile,  depends 
on  more  cost-cutting 


LABOR'S  NEW  HGHTING  MOOD 

Major  strikes  in  the  U.S.  are  on  the  increase  after  years  of  steady 
decline. 

There  were  31  stoppages  involving  1,000  or  more  workers  in  the  first 
half  of  1986,  against  17  in  the  same  period  of  1985.  There  were  54  such 
stoppages  in  all  of  last  year.  (The  alltime  high  was  424  in  1974.) 
To  be  sure,  the  statistics  for  1986  are  quirky,  heavily  skewed  as  they 
were  by  short-lived  strikes  at  AT&.T  and  the  regional  phone  compa- 
nies. But  the  strikes  at  USX  and  John  Deere  may  be  better  guides  to 
organized  labor's  new  mood.  And  what  should  be  a  quiet  fall  could  well 
be  upset  by  strikes  at  Boeing  and  other  profitable  aerospace  companies. 
The  reasons  for  the  uptick  are  pretty  obvious.  Earlier  givebacks  haven't 
done  what  was  advertised,  in  terms  of  improving  U.S.  exports  or 
manufacturing  jobs.  Now  that  profits  are  better  than  three  years  ago, 
the  unions  want  their  share. 

And  they  are  prepared  to  strike,  even  though  stoppages  haven't  been 
winning  them  all  that  much.  Pay  increases,  agreed  to  in  the  first  half  of 
1986,  averaged  1.2%  in  the  first  year  and  1.9%  a  year  over  the  contract. 
(That's  down  from  2.5%  and  3.1%,  respectively,  three  years  ago.) 

Faced  with  even  greater  pressure  from  abroad,  and  with  much  less 
help  than  they  hoped  for  from  a  falling  dollar,  bosses  want  more 
givebacks,  more  job  flexibility,  not  less. 

And  no  wonder.  In  terms  of  total  unit  labor  costs,  the  Japanese,  the 
bete  noire  of  U.S.  trade,  are  managing  to  offset  the  sharp  strengthening 
of  the  yen. 

Analysis  by  Richard  Bellous,  a  labor  economist  with  the  Conference 
Board,  shows  that  Japanese  unit  labor  costs  were  57%  of  U.S.  levels  in 
1980,  had  dropped  to  50%  in  1985,  and  are  now  still  only  around  54%. 
They  have  prevented  the  gap  from  narrowing  by  increased  job  flexibili- 
ty and  lower  bonus  payments — a  hefty  slice  of  pay  in  Japan. 

Major  Japanese  corporations  also  have  increased  the  number  of  their 
part-time  and  temporary  workers. 

U.S.  TRADE  FIGURES,  MEANWHILE,  get  worsc.  The  labor  cost  numbers 
suggest  that  any  recovery  will  take  longer  than  expected  to  arrive. 

And  Federal  Reserve  Chairman  Paul  Volcker  frets  that  an  economic 
slump  in  the  U.S.  will  drag  the  world  economy  into  recession. 

Some  relief  is  expected  soon  from  West  Germany.  The  Bundesbank  is 
now  expected  to  cut  interest  rates  in  mid-September.  That,  in  theory, 
would  help  stir  activity  there.  But  how  much  relief  this  German  action 
will  be  is  a  question.  And  no  comparable  hope  from  Japan,  in  the  shape 
of  domestic  reflation,  is  yet  in  sight. 

So  improving  U.S.  competitiveness,  at  least  in  the  short  run,  seems  to 
depend  on  even  greater  cost-cutting,  which  means  even  more  cuts  in 
labor  costs.  That  will  be  hard  to  extract  without  an  even  greater 
increase  in  the  strike  toll. 
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The  Forbes  Index 


Fnrbes  Index  , 

12-month  closcup  | 
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Slow  boat  to  growth.  The  Forbes  Index  inched  up  0.1% 
during  the  latest  reporting  period.  From  January  through 
July  the  Index  grew  at  a  lackluster  2.7%  annual  rate, 
compared  with  a  3.8%  rate  for  the  same  period  in  1985. 
Pushing  the  Index  up  was  a  technical  factor  (a  0.3%  rise  in 
the  ratio  of  services  to  the  total  Consumer  Price  Index) 
and  a  0.1%  drop  in  new  unemployment  claims. 


Although  new  housing  starts  stand  some  9.3%  higher 
than  they  did  in  July  1985,  they  recorded  a  4.5%  drop  from 
June  to  July  of  1986,  despite  the  steep  decline  in  mortgage  ji 
rates.  Meanwhile,  personal  income  decreased  0.2%  in 
July.  Coupled  with  the  historically  high  level  of  consumer 
debt,  that  indicates  consumer  spending  may  tail  off  in  the 
coming  months. 


The  Forbes  Index  Components 


The  Furbeb  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  are  presented  at  right. 
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fT^3.v>  age  long  gone,  when 
/  quality  and  style  were 
"lore  important  than  econo- 
lies  of  volume,  the  craft  of  the 
ustom  coachbuilder  was 
II  ighly  valued.  Today  the  time- 
Ihonored  badge  of  Vanden 
[las,  one  of  Europe's  most  dis- 
■i[nguished  coachmakers, 
jdorns  the  most  exclusive 
iiaguar  sedan  available, 
r  The  1987  Jaguar  Vanden 
.|las  is  a  study  in  classic  auto^ 
;i"iotive  design.  Curving  softly 
ike  a  well-muscled  animal,  its 
'  Jid  shape  is  a  subtle  meta- 
I'hor  for  the  swift  and  powerful 
i-'!line  whose  name  it  bears. 
'  The  Vanden  Plas  passenger 
'  abin  is  fragrant  with  soft,  com- 
jrtable  leather,  rich  with 
uried  walnut.  Fleece-like  rugs 
I  the  passenger  footwells. 
eat-back  pockets,  head  rests 
id  swivel  reading  lamps  are 
rovided  for  rear  seat  passen- 
lers.  Befitting  an  automobile  of 
jch  uncommon  luxury  the 
anden  Plas  is  equipped  with 
umerous  standard  features, 
eluding  cruise  control,  sun- 
)of,  climate  control,  an  80-watt 
:iur  speaker  stereo  sound 


THE  ARTISTRY  OF  A  SCULPTURED 
SHAPE.  THE  ELEGANCE  OF  A  FINE 
ENGLISH  MOTORCAR.  THE  PRESTIGE 
OF  THE  COACHMAKER'S  ART. 


system  and  a  trip  computer. 

In  motion,  the  Vanden  Plas 
achieves  a  near  perfect  bal- 
ance of  sports  car  handling 
and  supple  ride.  A  six  cylinder 
dual  overhead  cam  engine 
provides  ample  reserves  of 
smooth,  silent  power 

From  the  artistry  of  its  classic 
styling  to  the  opulence  of  its 
passenger  cabin  and  the 
proven  reliability  of  its  sophisti- 
cated mechanical  systems,  the 
Vanden  Plas  by  Jaguar  cele- 
brates fine  motoring.  For  1987 
it  IS  protected  by  a  three  year/ 
36,000  mile  warranty 

Call  your  Jaguar  dealer  to- 
day for  a  personal  appoint- 
ment to  sample  the  many 
refinements  of  this  special  edi- 
tion automobile.  He'll  also  pro- 
vide full  details  of  the  Jaguar 
limited  warranty  For  the  name 
of  the  Jaguar  dealer  nearest 
you,  dial  1-800-4-JAGUAR. 

JAGUAR  CARS  INC.  LEONIA,  N  J  07605. 

ENJOY  TOMORROW 
BUCKLE  UP  TODAY 

JAGUAR 

^  A  BLENDING  OF  ART  AND  MACHINE 


EVERT  AIR  EXPRESS 

COMPETITION  WITH  FEI 
HERE'S  WHAT  THEY' 


IcATEGORY 


The  most  advanced  ai 
craft  landing  system  in 
the  industry.  The  Federal 
Express  fleet  utilizes 
Category  IIIA  avionics. 
So,  Federal  Express  can 
often  land— and  deliver- 
when  others  can't. 


PANT  IN  AMERICA  IS  IN 

M  EXPRESS. 
IP  AGAINST. 


The  most  advanced,  comput- 
erized tracking  system 
in  the  industry.  Federal 
Express  employs 
COSMOSr  an  infor- 
mation management 
system  that  pinpoints 
a  package's  location 
:upto 
ivery. 


The  fact  is,  Federal  Express  can  deliver  packages  when 
others  can't,  can  track  packages  when  others  can't,  and  can 
even  prevent  shipping  mistakes  when  others  can't. 

And  that  is  precisely  why  Federal  Express  can  make 
guarantees  when  others  won't: 

No  one  else  offers  a  money  back  guarantee  for  10:30  a.m. 
delivery.* 

No  one  else  offers  a  money  back  guarantee  to  tell  you  the 
exact  status  of  your  package  within 
30  minutes? * 

In  short,  what  Federal  Express 
offers  is  a  guarantee 
that  all  air  express 
companies  are  not  alike. 

Or  your  money  back. 

FEDERAL  EXPRESS 

WHY  FOOL  AROUND  WITH  ANYONE  ELSE? 

*0r  by  our  scheduled  delivery  time  as  indicated  in  the  "Cities  Served"  section  of  our  Service  Guide. 
**See  refund  policy  in  the  "Service  Conditions"  section  of  our  Service  Guide  for  details.  Offer  not 
applicable  to  package  consolidators.  See  our  Service  Guide  for  details. 
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What  sent  gold  clhnhing?  Nothing  so  fundamental  as  inflation. 
So  dont  consider  demand  alone.  Look  at  the  supply  side. 


A  yen  for  gold 


By  Edwin  A.  Finn  Jr. 

If  South  Africa  and  the  recent 
price  action  have  you  thinking 
about  gold,  think  about  this: 
South  Africa  is  fast  becoming  less  im- 
portant as  a  gold  producer.  Other 
countries  around  the  world  arc  dig- 
ging new  mines  and  pushing  more 
bulhon  into  the  market  every  day. 

Already  South  Africa's  share  of 
world  gold  output  has  dropped  to 
41%,  down  from  67%  two  decades 
ago.  By  1990  it  could  be  as  little  as 
33%,  regardless  of  politics. 

One  reason  widely  cited  for  the 
price  runup  was  fears  that  gold  ship- 
ments from  South  Africa  would  be  cut 
off.  An  unlikely  possibility  that,  but 
even  if  it  occurred  it  would  no  longer 
mean  what  it  once  would  have  meant 
to  the  price  of  gold. 

Since  1980,  gold  production  outside 
South  Africa  has  been  expanding  at 
around  13%  annually  (see  chart).  Why 
the  modern-day  gold  rush?  Well,  to 
put  it  simply,  the  price  is  right. 

South  African  mines,  with  rich 
grades  of  ore  and  low  wages,  can  re- 
main profitable  at  prices  as  low  as 
SI 60  an  ounce.  Mining  elsewhere 
tends  to  be  more  costly  and  needs  a 
higher  price.  But,  since  1979,  gold 
prices  have  remained  above  what's 
known  as  the  threshold  range — be- 


tween $250  and  $300  an  ounce.  That 
makes  it  feasible  to  produce  gold  and 
dig  new  mines  in  such  countries  as 
China,  Brazil  and  the  U.S. 

This  mining  expansion  is  heralding 
a  new  era  in  gold  investing,  according 
to  Reginald  Eccles,  managing  director 
of  Metals  &.  Minerals  Research  Ser- 
vices of  London.  Eccles  argues  that 
gold  prices  will  no  longer  be  so  heavi- 
ly swayed  by  South  Africa.  Instead, 
Eccles  contends,  bullion  prices  will  be 
determined  largely  by  commercial  de- 
mand and  by  output  in  the  world's 
newly  important  gold-producing 
countries. 

The  Soviets,  rneanwhile,  seem  in- 
creasingly eager  to  sell  bullion  to  the 
West,  especially  with  oil  prices  so 
low.  Late  last  year,  when  oil  prices 
slumped,  the  Soviets  became  heavy 
gold  sellers  because  they  needed  cash 
to  make  up  for  fallen  oil  receipts.  The 
selling  binge  continued  into  early 
1986,  though  it  has  since  abated 
somewhat. 

Clearly,  there's  plenty  of  gold  to  go 
around.  Eccles  estimates  that  after 
coin  and  jewelry  makers'  needs  were 
met  and  industrial  users  were  satis- 
fied last  year,  55  fresh  tons  of  gold 
were  available  to  investors.  That's 
$683  million  worth.  The  annual  sur- 
plus could  reach  195  tons  this  year 
and  260  tons  in  1988.  This  at  a  time 


Cheap  go 


With  the  yen  rising,  gold  has 
come  a  bargain  for  the  Japan« 
terms  of  a  drooping  U.S.  c 
lar,  bullion  grows  more 


ioufces.  Consolidated  Gold  Fields  Pic.  Metals 
and  Minerals  Research  Services  Ltd.  estimates,. 
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when  inflation  appears  tame. 

There  will  always  be  investors  who, 
nervous  about  one  thing  or  another, 
want  to  buy  gold.  Robert  Weinberg, 
precious  metals  analyst  at  James  Ca- 
pel  &  Co.  in  London,  says  his  phone 
has  been  buzzing  lately  with  inquiries 
about  gold.  "We've  heard  from  inves- 
tors we  haven't  heard  from  since 
1980,"  he  says.  "With  people  nervous 
about  stock  markets  and  bond  mar- 
kets, and  the  possibility  of  inflation 
creeping  back,  I  think  it's  going  to 
continue." 

Weinberg  is  still  bullish  on  South 
African  gold  shares,  some  of  which 
have  jumped  up  40%  since  the  middle 
of  July. 

But  Weinberg  may  be  letting  his 


hopes  influence  his  thinking.  Behind 
the  recent  strength  in  gold  are  several 
factors  that  will  probably  prove  tem- 
porary. Weakness  of  the  dollar,  for 
example.  While  the  price  of  gold  has 
risen  sharply  in  dollars  this  year,  that 
barely  makes  up  for  what  the  dollar 
has  lost  since  January  against  other 
currencies,  such  as  the  German  mark 
and  the  Swiss  franc. 

In  terms  of  the  Japanese  yen,  gold  is 
actually  far  cheaper  than  it  was  at  the 
beginning  of  the  year.  The  rise  in  the 
yen  has  made  gold  incredibly  cheap  in 
Tokyo  (see  chart).  The  Japanese 
bought  435   tons  in  the  first  six 


months  of  this  year,  more  than  double 
what  they  bought  all  last  year.  For 
Japanese  investors,  with  plenty  of  dol- 
lars at  their  disposal,  gold  thus  be- 
comes a  nice  hedge. 

That  kind  of  boost  in  demand  looks 
like  a  one-shot  event,  unlikely  to  re- 
cur— barring  a  collapse  of  the  dollar. 
Let's  put  it  this  way:. Once  the  Japa- 
nese satisfy  their  yen  for  gold,  there  is 
little  in  sight  that  could  push  the 
price  of  gold  a  lot  higher.  The  funda- 
mental forces  at  work  in  the  world 
economy  remain  deflationary,  and  de- 
flation is  not  good  for  gold  under  cur- 
rent circumstances.  ■ 


fading 


Upstart  gold  producers  like  China, 
Brazil  and  the  U.S.   are  boosting 
output  fast,  chipping  away  at 
South  Africa's  dominance. 
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Fraud  on  a  huge  scale  is  putting  sizable  dents  in  the  balanc 
sheets  of  insurance  giants.  Who  says  crime  doesnt  pay? 


The  reinsurance 
that  wasn't 


By  James  Ring  Adams 


Fl  ORGET  SUSPENSE  NOVELS.  If  yOU 
want  real-life  menace,  with 
missing  millions  of  dollars, 
shadowy  international  intriguers, 
mobsters  and  the  occasional  corpse, 
consider  some  corners  of  the  insur- 
ance business. 

In  the  last  three  years  companies 
the  size  of  Borg- Warner,  Armco,  Bene- 
ficial and  Mutual  of  Omaha  have  been 
left  holding  the  bag  on  a  total  of  well 
over  half  a  billion  dollars  in  uncov- 
ered losses. 

Big-time  insurance  frauds  revolve 
around  reinsurance.  When  a  company 
takes  on  a  big  risk,  it  tries  to  spread  it 
as  far  and  wide  as  possible,  usually 
through  a  managing  general  agent 
who  cedes,  or  lays  off,  portions  of  the 
policy  to  a  global  network  of  reinsur- 
ers. Explains  one  insurance  investiga- 
tor, "It  is  the  same  principle  as  book- 
making." 

Reinsurers,  it  turns  out,  have  been 
far  less  effective  than  bookies  in  polic- 
ing their  industry:  Witness,  for  exam- 
ple, the  major  scandals  that  have 
shaken  Lloyd's  of  London,  the  world 
center  of  reinsurance.  Less  well 
known,  but  likely  to  be  more  damag- 
ing in  the  long  run,  are  the  frauds  now 
rampant  in  the  crowd  of  unregulated 

Chas  B  Slackman 


reinsurance  companies  headquartered 
outside  U.S.  jurisdiction.  Internation- 
al swindlers  have  had  a  field  day  set- 
ting up  phony  corporations  to  rake  in 
premiums  they  had  no  intention  of 
earning. 

Occidental  Petroleum,  for  example, 
last  year  paid  out  a  $22.5  million  pre- 
mium for  oil  rig  coverage.  After  the 
broker,  Bayly,  Martin  Fay  of  South- 
ern California,  Inc.,  took  its  commis- 
sion, it  wrote  a  check  for  $18.1  mil- 
lion to  a  letter-drop  in  Vancouver, 
B.C.,  which  used  a  name  similar  to  a 
legitimate  U.S.  company.  The  money 
disappeared  into  a  Swiss  bank  ac- 
count and  hasn't  been  seen  since. 
Three  Bayly,  Martin  &.  Fay  officers 
involved  in  the  deal  have  since  left 
the  company,  and  the  agency  parent, 
Bayly,  Martin  6c  Fay  International  of 
Fort  Worth,  Tex.,  owned  in  part  by 
members  of  the  Bass  family,  recently 
reached  a  $32  million  settlement 
with  Occidental  Petroleum  for  the 
nonexistent  coverage. 

Beneficial  Corp.,  headquartered  in 
Peapack,  N.J.,  is  another  prime  case  in 
point.  Andrew  C.  Halvorsen,  chief  fi- 
nancial officer  of  the  $9  billion  con- 
sumer finance  and  insurance  compa- 
ny, says  it  is  setting  aside  loss  reserves 
totalmg  $400  million  to  $500  million 
(pretax),  primarily  for  its  disastrous 
decade  of  experience  in  property  and 
casualty  reinsurance.  Beneficial  aban- 
doned this  line  of  insurance  two  years 
ago,  but  it  is  still  paying  dearly  as 
losses  mount  and  reinsurers  threaten 
to  cancel  their  coverage.  The  parent 
company  is  planning  to  pump  $100 
million  in  cash  into  its  insur- 
subsidiary  this  year 


alone.  Beneficial  Chairman  Finn 
M.W.  Caspersen  is  now  pushing  a 
"major  restructuring"  or  sale  of  his 
entire  company. 

The  tip  of  the  Beneficial  iceberg  is 
visible  in  a  civil  suit  in  Federal  Dis- 
trict Court  in  Newark,  N.J.,  in  which 
a  subsidiary,  American  Centennial  In- 
surance Co.  of  Wilmington,  Del 
charges  that  it  was  the  victim  of  "an 
insurance  scam  or  fraud"  leaving  it 
exposed  to  losses  of  $75  million  to 
$100  million.  What  happened?  In- 
volved is  an  ACI  managing  general 
agent — an  independent  insurance 
agent  who  has  the  delegated  author 
ity,  or  "holds  the  pen,"  as  they  say,  to 
write  reinsurance  treaties.  The  com 
pany  alleges  that  this  managing  agent 
formed  a  "racketeering  enterprise" 
with  several  brokers  and  reinsurers  to 
divert  some  $4.5  million  in  premiums 
to  their  own  pockets.  Beyond  the 
missing  premiums,  complains  the 
suit,  this  group  "lulled"  ACI  "into  a 
false  sense  of  security"  by  concealing 
losses  in  the  Aegis  mutual  insurance 
program,  an  ACI  client  that  under 
writes  general  liability  insurance  for 
some  100  utilities.  ACI  booked  a 
profit  on  Aegis  for  a  couple  of  years, 
then  began  running  into  trouble.  The 
trouble  seemed  to  start  after  Senior 
Vice  President  Donald  K.  Smith,  in 
1980,  signed  a  document  that,  to  his 
later  surprise,  turned  out  to  be  a  high- 
ly unusual  contract  renewing  the  pro 
gram  for  five  years,  a  contract  that 
couldn't  be  canceled.  As  soon  as  the 
ink  was  dry,  says  the  court  com 
plaint,  "the  losses  came  in — 
like  a  flood.  .  .  .  And  they  are 
continuing." 
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Risky  business 


A Federal  Department  of  Insur- 
ance? For  most  of  the  industry, 
wliich  today  is  entirely  state-regu- 
lated, it's  a  ghastly  idea.  But  as 
insurance  reels  from  the  liability 
backlash  and  from  big-time  fraud, 
some  in  Congress  think  the  idea's 
time  has  come. 

One  such  is  Representative  John 
J.  LaFalce  (D-N.Y.),  who  will 
shortly  hold  hearings  on  repealing 
or  amending  the  McCarran-Fergu- 
son  Act,  for  more  than  40  years  the 
legal  foundation  of  all  insurance 
regulation.  The  act,  passed  in  1945 
to  reverse  a  Supreme  Court  deci- 
sion, continued  the  insurance  busi- 
ness' traditional  exemption  from 
antitrust  law  and  left  state  regula- 
tion in  force.  Worried  about  seeing 
their  fat  fees  limited  in  liability 
cases,  lawyers  have  counterat- 
tacked the  insurance  industry. 
Congressman  LaFalce,  apparently 
an  ally  of  the  trial  lawyers,  is  pro- 
posing bills  ranging  from  increased 
antitrust  enforcement  to  a  new 
Federal  Insurance  Commission  to 
supervise  the  state  supervisors. 
House  Judiciary  Committee  Chair- 
man Peter  Rodino  is  also  raising 
the  issue. 

Another  big  argument  certain  to 
be  made  for  bringing  in  the  feds  is 
the  wave  of  large-scale,  globally  or- 
ganized fraud  that  state  regulators 
simply  can't  handle  (see  stoty). 
Payouts  for  a  hurricane  in  Miami 
may  ultimately  come  from  as  far 


afield  as  an  insurance  company  in 
Munich.  If  it's  hard  to  police  com- 
panies in  your  backyard  that  take 
in  money  now  on  the  promise  of 
paying  some  of  it  back  in  10  or  15 
years,  try  doing  it  when  they're 
located  in  Hong  Kong  or  Rumania. 

Industry  spokesmen  put  up  a 
stiff  argument  for  the  status  quo. 
Many  of  their  liability  problems 
are  rooted  in  local  conditions  bet- 
ter understood  by  the  state,  not  by 
Washington,  says  Sean  Mooney  of 
the  Insurance  Information  Insti- 
tute, an  industry-sponsored  public 
relations  group.  The  Cyclone  roller 
coaster  at  Coney  Island's  amuse- 
ment park  temporarily  closed,  he 
points  out,  not  because  its  insurer 
couldn't  provide  the  usual  policy 
but  because  the  city  government 
wanted  the  roller  coaster  to  qua- 
druple its  coverage.  And  a  new  fed- 
eral bureaucracy  would  have  to 
play  expensive  catch-up.  Says  Kev- 
in Foley,  spokesman  for  the  New 
York  State  Insurance  Department, 
"It  could  take  years,  decades  for 
them  to  get  up  to  the  level  of  the 
state  regulators." 

True,  but  multimillion-dollar 
fraud  in  the  unregulated  global  re- 
insurance market  provides  ammu- 
nition to  lawyers  and  others  seek- 
ing to  convince  the  public  that 
high  insurance  rates  are  the  fault  of 
the  insurance  companies,  not  of 
the  lawyers  and  their  friends  in 
court. — J.R.A. 


Investigators  for  Beneficial  later  ac- 
cepted Smith's  statement  that  the  sig- 
nature page  of  the  five-year  contract 
had  originally  been  attached  to  a  dif- 
ferent document  when  he  signed  it. 
"Parties  to  the  process  to  dupe  Mr. 
Smith,"  said  an  internal  report,  were 
managing  agents  Jack  Kraeutler  of 
Bridgewater,  N.J.,  a  prominent  Repub- 
lican fundraiser;  Joseph  Ambriano,  an 
unassuming  New  York  native,  who 
rose  from  messenger  to  president  of 
the  Davis  Dorland  &.  Co.  insurance 
agency  in  New  York  City;  and  Aegis 
administrator  Paul  Wilson. 

Kraeutler's  counsel  refuses  to  com- 
ment beyond  his  response  and  coun- 
terclaim in  the  federal  suit,  which 
denies  any  plot.  Kraeutler,  he  adds, 
had  brought  suit  against  American 
Centennial  in  New  Jersey  Superior 
Court  six  months  before  the  federal 
action.  Ambriano  says  he  only  acted 
as  broker  and  had  no  responsibility  for 
any  losses.  Wilson  is  dead. 

In  1983,  as  the  Beneficial  board  be- 
gan to  realize  that  something  strange 
was  up,  Wilson  got  nervous  and  asked 
a  friend  to  find  him  another  job.  Two 
months  later,  on  June  19,  Wilson,  49, 
was  found  dead  in  a  West  57th  Street 
apartment  in  New  York  after  a  "small 
party"  with  a  roommate  and  two 
women.  The  New  York  City  Medical 
Examiner's  office  listed  the  cause  of 
death  as  "occlusive  coronary  arterio- 
sclerosis" and  "cocaine  abuse."  Fur- 
ther, the  investigator  wrote,  "He  was 
free-basing  cocaine."  The  apartment 
was  leased  to  a  Florida  corporation 
wholly  owned  by  Ambriano. 

(Ambriano  says  he  lent  the  apart- 
ment to  Wilson — a  friend  of  30  years, 
he  says — when  Wilson's  marriage  be- 
gan to  break  up.  He  says  he  never 
suspected  Wilson  might  have  a  drug 
problem.) 

Meanwhile,  according  to  the  ACI 
lawsuit,  Kraeutler  and  Ambriano 
were  busy  diverting  commissions  to 
themselves  through  a  shell  corpora- 
tion in  Bermuda.  Even  more  damag- 
ing, says  the  suit,  the  two  were 
spreading  the  reinsurance  on  ACI's 
risk  to  companies  that  "were  finan- 
cially weak  and  unsound"  or  which 
they  controlled  themselves.  This 
meant  they  could  dip  into  the  cash 
flow  from  premiums  two  or  three 
times.  But  when  the  big  claims  came 
in,  says  the  suit,  the  reinsurers  went 
broke  or  they  took  a  walk. 

Bernard  Hubscher,  Ambriano's  law- 
yer, says  the  parties  to  the  ACI  suit 
are  under  court  order  not  to  discuss  it 
in  the  press.  But  he  vehemently  de- 
nies that  his  client  was  Beneficial's 
problem. 

Indeed,  in  an  unrelated  case,  a  feder- 


al judge  this  month  sentenced  a  for- 
mer Beneficial  vice  president,  one  Ge- 
rard Nocera,  to  two  years  in  prison 
and  a  $30,000  fine  for  a  racketeering 
conspiracy  with  Michael  Franzese, 
who  is  identified  by  New  York  City 
police  as  a  member  of  the  Colombo 
organized  crime  network.  As  senior 
vice  president  of  Beneficial  Commer- 
cial Corp.,  the  government  charged, 
Nocera  arranged  bad  loans  for  Franze- 
se's  automobile  dealership. 

Beneficial's  problems,  though  ex- 
treme, are  not  unique.  Omaha  Indem- 
nity, a  subsidiary  of  Mutual  of  Oma- 
ha, says  it's  still  trying  to  sort  out 
losses  from  its  own  disastrous  choice 
of  managing  general  agents.  In  a  civil 
suit  in  the  Kansas  City,  Mo.  federal 
court,  it  accuses  Royal  American 
Managers,  Inc.  (RAM)  of  failing  to  re- 
port $52  million  of  the  $87  million  in 
premiums  it  collected  for  Omaha  and 


of  sending  "much"  df  the  undisclosed 
portion  to  a  RAM  affiliate  in  the 
Turks  and  Caicos  Islands.  Omaha  fur- 
ther charges  that  RAM  gave  "wholly 
inaccurate"  reports  on  its  losses. 

Reinsurance  again  is  the  heart  of 
the  problem.  Omaha  found  itself  on 
the  receiving  end  of  loss-laden 
"books"  of  business,  such  as  south 
Florida  automobile  coverage,  while 
its  own  attempts  to  lay  off  reinsur- 
ance often  wound  up  with  now-de- 
funct companies.  In  a  major  side- 
show, RAM  says  it  passed  on  most  of 
Omaha's  reinsurance  to  another  syn- 
dicate on  the  Florida  Insurance  Ex- 
change. If  Omaha  recovered  all  its 
claimed  losses,  it  could  exhaust  the 
guarantee  fund  of  the  Exchange,  a 
threat  that  has  already  paralyzed 
growth  of  that  Lloyd's-type  outfit. 
The  Exchange,  says  a  former  board 
member,  plans  to  disclaim  responsi- 


bility  because  of  "unreasonable  prac- 
tices employed  by  all  parties." 

As  of  September  1985,  Omaha  com- 
plained in  its  Kansas  City  suit,  insur- 
ance written  by  the  RAM  principals 
had  already  cost  Omaha  Indemnity  at 
least  $169  million.  The  full  losses,  the 
complaint  added,  "are  almost  certain- 
ly significantly  worse,"  although  a 
company  spokesman  declines  to  give 
an  updated  figure.  William  A.  Schon- 
acher,  a  partner  of  RAM,  claims  that 
Omaha  Indemnity  had  full  knowledge 
of  the  premiums  and  the  reinsurance 
contracts. 

Characters  in  one  case  have  a  curi- 
ous way  of  showing  up  in  another. 
Thus,  the  same  Joseph  Ambriano 
named  in  the  Beneficial  suit  has  a 
partnership  with  the  Missouri-based 
RAM  principals  Schonacher  and 
James  R.  Wining  in  a  New  York  City 
company  called  Interamerica  Rein- 
surance Corp.  In  a  fashion  reminis- 
cent of  twisted  bakery  rolls,  Intera- 
merica has  accepted  reinsurance  from 
both  Omaha  Indemnity  and  Ameri- 
can Centennial  with  one  hand  and 
passed  reinsurance  along  to  Omaha 
Indemnity  with  the  other.  A  tight- 
lipped  Omaha  Indemnity  spokesman 
admits  that  it  was  a  reinsurer  on  the 
Aegis  book  of  business.  When  asked 
about  his  connection  to  Omaha  In- 
demnity's case  against  RAM,  Am- 
briano points  out  that  he  isn't  men- 
tioned in  the  suit. 

Remarkably,  there  have  been  no 
criminal  indictments  yet  from  either 
the  Beneficial  or  the  Omaha  Indemni- 
ty cases,  much  to  the  annoyance  of 
state  fraud  investigators.  Insurance 
companies  have  preferred  to  swallow 
heavy  losses  rather  than  risk  the  em- 
barrassment of  high-visibility  crimi- 
nal trials.  (Insurance  department  in- 
vestigators also  complain  that  prose- 
cutors have  shied  from  the  time- 
consuming  task  of  unraveling  these 
tangled  affairs.)  So  Beneficial  is  talk- 
ing about  settling  out  of  court,  and 
Omaha  has  entered  into  arbitration. 
So,  too,  a  network  of  dubious  charac- 
ters has  managed  repeatedly  to  take 
major  insurance  companies  like  Bene- 
ficial and  Mutual  of  Omaha  to  the 
cleaners. 

In  the  meantime,  the  game  goes 
on — with  deadly  intensity.  Just  one 
month  ago  Norris  Hayes,  former  pres- 
ident of  now-defunct  Mentor  Insur- 
ance Co.  of  Bermuda  (a  questionable 
reinsurer  for  both  Omaha  Indemnity 
and  American  Centennial),  and  re- 
cently consultant  to  investigators  of 
several  insurance  debacles,  was  found 
hliidgeoned  and  strangled  to  death  in  a 
Los  Angeles  hotel  room.  Los  Angeles 
police  have  ao  suspects.  ■ 


Manhattan  Industries  shares  have  dropped 
by  a  third  since  the  death  of  Perry  Ellis,  and 
lilies  droop  in  Ellis  old  offices.  End  of 
story?  By  no  means. 

What's  in  a  name? 


By  Lisa  Gubernick 


AFTER  DESIGNER  Perry  Ellis  died 
in  May,  the  shares  of  Manhat- 
b  tan  Industries,  Inc.,  the  com- 
pany that  launched  him  and  still  man- 
ufactures his  women's  and  men's 
lines,  dropped  from  16  to  II.  "People 
are  worried  about  whether  the  compa- 
ny can  maintain  momen- 
tum," says  James  Thayer, 
an  analyst  with  Bear, 
Stearns. 

But  if  you  talk  to  people 
close  to  Manhattan  Indus- 
tries, it  quickly  becomes 
clear  that  the  market  read 
the  situation  wrong.  For 
all  the  headlines  and  adu- 
latory publicity,  Ellis  was 
never  much  good  for  the 
bottom  line.  Not  count- 
ing the  $5  million  insur- 
ance received  on  Ellis' 
death,  the  division  has 
been  consistently  losing 
money.  According  to 
Zachary  Solomon,  divi- 
sion chairman,  losses 
from  the  Ellis  lines  have 
totaled  over  $10  million. 

It's  not  hard  to  see 
where  the  money  went. 
"[Manhattan  Industries 


name,  retaining  about  a  quarter  of 
those  profits. 

Only  inept  management  would 
have  permitted  a  situation  like  this  to 
continue,  and  there  are  plenty  of  addi- 
tional signs  of  managerial  ineptitude 
at  Manhattan.  The  Perry  Ellis  divi- 
sion produced  over  $60  million  in 
sales  last  year,  which  was  about  12% 


Lcm-y  Leeds 

"The  transition  cost  more. 


Chairman] 
Larry  Leeds  was  desperate  to  keep  El- 
lis happy,"  says  one  former  company 
executive.  It  wasn't  easy.  Manhattan 
Industries  spent  $5  million  renovat- 
ing the  division's  Broadway  offices. 
Five  million?  That's  right.  Toffee-col- 
ored leather  and  English  sycamore 
don't  come  cheap.  Neither  do  Italian 
marble  floors.  Fresh  lilies  were 
brought  in  at  least  once  a  week. 

Even  worse,  in  order  to  hold  on  to 
the  glitter  Ellis  represented,  Manhat- 
tan gave  him  the  right  to  license  his 


of  the  company's  total  revenues,  but 
that  division's  losses  were  a  fraction 
of  the  $11  million  the  company  lost 
last  year. 

The  shirtmaker  was  founded  back 
in  1857  by  Lawrence  Leeds'  great- 
grandfather (the  family  still  owns  6% 
of  the  shares).  Larry  Leeds  has  spent 
the  past  decade  trying  to  change  the 
company's  image  from  a  moderate- 
priced  men's  dress-shirt  manufacturer 
to  a  high-fashion  house.  Leeds,  who 
has  been  at  the  helm  a  dozen  years, 
admits  the  results  have  been  mixed. 
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,1    He  says,  sweeping  his  hand  down 
' ;    from  high  above  his  head  to  well  be- 
,(j    low  desk  level,  "Our  fortunes  are 
I    about  here." 

)/  .  The  Manhattan  Shirt  Co.  that  gave 
Manhattan  Industries  its  name  and  its 
fortunes  was  being  squeezed  out  as 
retailers  started  manufacturing  their 
own  private  labels. 
I  Lawrence  Leeds  undertook  an  am- 
bitious diversification  project,  mov- 
ing the  company  from  middle-of-the- 
market  shirts  to  add  higher-margin 
designer  clothes  for  both  adults  and 
children,  and  opening  high-fashion  re- 
tail outlets. 

He  financed  the  switch,  in  part,  by 
leveraging  the  company  to  the  hilt.  In 
1978  he  more  than  tripled  Manhat- 
tan's long-term  debt,  to  $58  million. 
Last-quarter  interest  payments  to- 
.  taled  $3.5  million,  nearly  triple  the 
"  j  company's  net  income.  Says  Leeds: 
,    "The  transition  cost  more  than  I  ever 

dreamed  possible." 
" !      Ellis  isn't  the  only  designer  losing 
'     money.  Henry  Grethel,  another  prom- 
'    inent  Manhattan  line,  is  unprofitable 
'     as  well.  Also,  E.  John  Rosenwald,  a 
°    board  member  of  Manhattan  Indus- 
'     tries,  says  that  the  Texas  economy 
and  the  devaluation  of  the  peso  turned 
Frost  Brothers,  a  I2-store  chain  in 
Texas,  "from  the  diamond  in  Manhat- 
tan's tiara  into  a  raisin." 

Mistake  was  piled  on  mistake. 
"Manhattan  Industries  was  a  New 
York  apparel  company  trying  to  run  a 
Texas  retailer,"  says  one  analyst. 
"They  were  out  of  their  area  and  out 
of  their  sector." 

The  company  has  finally  started  ad- 
dressing its  problems  and  could  be 
poised  for  a  turnaround.  Petals  are 
dropping  off  the  showroom  lilies  and 
35%  of  the  Ellis  staff  has  been  axed. 
Leeds  sold  Frost  Brothers  to  computer 
entrepreneur  Sam  Wyly  for  $38  mil- 
lion and  will  be  applying  the  $26  mil- 
lion cash  portion  of  the  sale  (the  rest 
was  in  the  form  of  a  promissory  note) 
to  paying  down  debt.  Last  year  Man- 
!  hattan  discontinued  its  unprofitable 
children's  wear  division  as  well  as 
-  i  three  moneylosing  lines  of  women's 
'     sportswear.  "They  were  in  too  many 
businesses,"  says  Rosenwald.  "The 
>    bumblebee  shouldn't  try  to  kiss  all 
I  the  flowers." 
^        The  company  has  finally  figured 
out  how  to  squeeze  profits  from  its 
■     Manhattan  division  by  licensing  its 
'     trademark  for  sports  shirts,  boys' 
'I    pants  and  pajamas.  Leeds  predicts 
that  royalty  income,  now  $4.5  mil- 
lion, should  climb  to  $6.5  million  by 
the  end  of  1987. 

And  Perry  Ellis,  minus  its  talented 
if  extravagant  founder,  may  yet  pay 


off.  Many  designers  make  little  mon- 
ey on  their  high-priced,  high-fashion 
items,  profiting  instead  on  their  mid- 
dle-priced Items.  But  Perry  Ellis  didn't 
start  manufacturing  a  lower-priced 
sportswear  line,  called  Portfolio,  until 
1984,  and  it  is  just  now  becoming 
successful.  Orders  on  the  Portfolio 
line  are  running  30%  ahead  of  last 
year.  "It's  the  strongest  collection 
he's  had,"  says  Marvin  Traub,  chair- 
man of  Bloomingdale's. 

Can  the  Perry  Ellis  label  outlive  the 


By  Ben  Weberman 
and  Geoffrey  N.  Smith 

IF  YOU  THINK  THE  WORST  of  the 
commercial  real  estate  weakness 
is  behind,  Kenneth  Hill  will 
shake  you  up  a  bit.  Hill,  to  be  sure, 
has  a  professional  bias  in  favor  of  low- 
er real  estate  prices:  Corporate  proper- 
ty-tax payers  hire  his  Tenenbaum- 
Hill  Associates,  Inc.  to  fight  for  lower 
assessments.  But  he  also  has  an  expe- 
rienced eye — and  lots  of  company  on 
the  bearish  side. 

Hill's  thesis  is  that  players  in  the 
real  estate  market — the  banks,  the  de- 
velopers and  the  tax  shelter  syndica- 
tors — have  so  far  postponed  full  reck- 
oning for  the  losses.  When  they  can 
no  longer,  prices  will  collapse. 

Until  now,  many  sour  real  estate 
loans  in  Colorado,  Texas,  Louisiana 
and  Arizona  have  been  restructured. 
Writeoffs  were  held  in  abeyance  on 
the  assumption  that  the  slump  would 
be  over  soon  and  new  tenants  found. 
But,  outside  the  healthy  Boston,  New 
York  and  Washington,  D.C.  markets, 
where  are  these  tenants?  What's  keep- 
ing prices  up?  Buildings  aren't  being 
sold,  and  construction  loans  aren't  be- 
ing called  because  a  foreclosure  auc- 
tion would  elicit  no  reasonable  offers. 


designer?  "Christian  Dior  is  dead. 
Anne  Klein  is  dead.  Albert  Nipon  is 
sitting  in  jail,  and  that  doesn't  seem  to 
hurt  business,"  says  one  money  man- 
ager who  is  long  the  stock.  "Ellis' 
design  team  is  intact,  and  Zack  [  Solo- 
mon] is  providing  the  kind  of  leader- 
ship the  company  didn't  have  in  the 
past." 

Maybe  so,  but  it  remains  to  be  seen 
whether  Chairman  Leeds  has  learned 
from  past  mistakes  or  will  go  on  re- 
peating them.  ■ 


In  short,  the  lull  before  the  storm. 

Published  data  that  show  over- 
building are  too  kind  to  the  market. 
Hill  says.  Take  Houston.  Much  of  the 
space  listed  as  leased  is  actually  unoc- 
cupied. That  is  because  builders  of 
new  space  attract  tenants  by  offering 
long-term  leases  at  low  rentals,  and 
taking  over  the  old  space  until  that 
lease  runs  out.  Take  a  suburban  office 
property.  Net  of  the  cost  of  buying  the 
old  lease,  says  David  Shulman  of  Salo- 
mon Brothers,  the  new  landlord  is  get- 
ting maybe  $7.50  in  annual  rent  per 
square  foot,  against  maintenance  and 
taxes  of  $5  a  foot.  That  leaves  $2.50 
per  square  foot  to  service  capital  costs 
of  at  least  $5  a  square  foot.  Even  if  the 
property  is  90%  occupied,  chances  are 
it  is  under  water.  Which  is  why  major 
lenders  are  restructuring  such  loans 
into  cash-flow  mortgages,  where  pay- 
ments are  pegged  to  rental  income 
instead  of  interest  rates. 

It's  the  sunk-cost  phenomenon.  In 
an  oversupplied  market,  prices  are 
forced  down  to  where  suppliers  cover 
only  their  variable  costs.  That  leaves 
nothing  for  the  banks.  Several  Hous- 
ton office  towers  are  empty,  and  it 
could  take  up  to  ten  years  to  absorb 
the  oversupply,  notes  Hill. 

Is  Houston  an  aberration?  It  is  cer- 


Real  estate  today  is  a  market  only  a  con- 
trarian can  love.  The  contrarians  exist,  but 
the)'  are  rare. 

Is  the  worst 
yet  to  come? 


A  O 


tainly  one  of  the  weakest  spots,  but  it 
is  by  no  means  isolated.  Real  estate 
syndicates  were  sold  to  investors  on 
the  basis  of  a  return  on  capital  of 
about  11%  over  the  life  of  the  syndi- 
cation. In  many  parts  of  the  country 
the  net  rental  income  is  around  5%  of 
the  capital  invested,  not  enough  even 
to  service  the  debt,  says  Hill. 

Some  banks  that  already  have  oil 
loan  losses  and  that  also  have  large 
real  estate  loan  portfolios  will  fail. 
Hill  predicts,  when  buildings  are 
marked  down  to  resale  value.  Plenty 
of  other  banks  will  see  some  nasty 
hits  to  earnings  of  the  sort 
that  InterFirst,  Texas  Com- 
merce and  BankAmerica  al- 
ready have  reported.  Even 
some  well-regarded  banks, 
such  as  Wells  Fargo  and  First 
Interstate,  have  a  lot  of  expo- 
sure to  contruction  loans.  If 
worse  comes  to  worst,  thrifts 
such  as  Bank  Western,  the 
subsidiary  of  Western  Capi- 
tal Investment  in  Denver, 
which  requires  permanent 
take-out  loans  on  its  $69.3 
million  construction  loan 
portfolio,  or  Home  Federal  of 
San  Diego,  which  increases 
loan-loss  reserves  propor- 
tionately to  the  growth  in  its 
$1.8  billion  portfolio,  might 
have  to  add  more  significant- 
ly to  loan-loss  reserves. 

If  the  facts  are  so  grim, 
why  haven't  they  already 
shown  up  in  bank  and  thrift 
balance  sheets?  Because  of 
what  you  might  call  tht 
Mexican  rollover.  If  the  bor- 
rower can't  repay,  lend  him 
more  money  with  which  to 
pay  interest  and  put  the  loan 
down  as  current. 

In  construction  lending,  a 

rollover  takes  the  form  of  a   

"mini-perm"  loan  from  a  bank  that 
had  originally  intended  to  lend  money 
only  during  construction.  The  semi- 
permanent loan  covers  interest  and 
maintenance  costs  on  a  completed 
building  while  the  developer  hunts 
for  a  buyer  or  a  permanent  lender.  The 
practice  is  getting  more  common 
among  thrifts,  says  Robert  Chaut,  a 
Salomon  Brothers  analyst.  Some  of 
these  mini-perms  were  arranged  in 
1985,  a  few  in  1984.  They  are  about  to 
come  due.  When  they  do,  watch  out. 

Another  reason  admitted  loan 
losses  "aren't  worse,  says  Hill,  is  that 
properry  isn't  changing  hands  even  in 
aistxessed  maikets.  Why  foreclose 
v.-bca  there  are  no  buyers'  "The  logic 
is  that  die  current  owner  is  better 
"iq dipped  to  manage  the  properties 


than  the  bank — and,  besides,  there  is 
no  market  out  there  for  the  proper- 
ties," says  Hill. 

When  the  inevitable  cannot  be 
postponed,  buildings  will  change 
hands  at  dismal  prices  and  force  the 
reassessment  of  a  lot  of  bank  collater- 
al. Says  Wayne  Stemmer,  president  of 
Unicorp  American,  a  real  estate  com- 
pany that  recently  bought  property 
from  an  S&L,  "Reality  is  sinking  in 
only  now."  The  empty  Phoenix  Tow- 
er southwest  of  downtown  Houston 
was  built  for  $65  million.  Sears,  Roe- 
buck bought  it  for  $50.1  million. 


Ken  Hill  in  /run!  uj  Houston  s.  enipt}'  Fboe>iLx  Tower 
The  lull  before  the  storm? 


Salomon  analysts  are  working  with 
assumptions  quite  similar  to  Hill's. 
They  find  that  stated  book  values  of 
buildings  do  not  yet  reflect  the  de- 
cline in  rents  that  has  occurred  there 
over  the  past  three  years.  The  tax  re- 
write, cutting  depreciation  losses  for 
syndicate  investors,  will  only  add  to 
the  pressure  on  resale  prices. 

Are  there  any  optimists  about  real 
estate  around?  We  searched  hard.  Not 
much  luck.  Listen  to  Benjamin  Lam- 
bert, chairman  of  New  York  City- 
based  Eastdil  Realty:  "Structural  ex- 
cess is  as  substantial  as  it  has  ever 
been  in  this  country,  and  it  comes  at  a 
time  when  we  are  all  starting  to  see 
some  signs  of  economic  slowdown." 

"This  is  probably  the  most  prolific 
overbuilding  of  commercial  real  es- 


tate that  has  ever  occurred  in  this 
country,"  says  Miami-based  Ivan  Fag- 
gen,  Arthur  Andersen's  top  real  estate 
partner.  "It's  attributable  mainly  to 
over-generous  tax  subsidies  dating 
back  six  years." 

The  tax  reform  bill  would  outlaw 
most  real  estate  tax  shelters  after  a 
phase-in  period  of  several  years,  and 
this  is  not  going  to  help. 

Are  there  no  optimists  at  all?  A 
few.  One  is  Joseph  Selzer,  Prudential 
Realty  Group  vice  president  and  se- 
nior portfolio  manager  and  a  former 
CPA  with  Coopers  &.  Lybrand:  "In 
institutional-grade  commer- 
cial real  estate  we  don't 
think  the  price  will  come 
down  much,  because  of  pent- 
up  demand  from  pension 
funds,  foundations  and  en- 
dowments, public  employee 
retirement  funds  and  some 
foreign  investors. 

"The  tax  shelter  syndica- 
tor  who  used  to  pay  a  little 
above  the  rest  of  the  market 
to  get  the  property  is  out.  But 
we  believe  pension,  founda- 
tion and  foreign  money  is  sit- 
ting by,  waiting  for  prices  to 
get  where  the  tax  shelter  syn- 
dicators  are  no  longer  bid- 
ding them  up.  And  we  don't 
think  that  money  will  wait 
for  a  collapse  of  prices  to 
come  into  the  market." 

Ivan  Faggen  predicts  the 
market  will  get  a  boost  from 
the  increased  sale  of  real  es- 
tate securities:  "I  think 
you'll  see  a  proliferation  of 
REITs,  master  limited  part- 
nerships and  other  vehicles 
that  will  literally  be  sold  like 
shares  of  stock  simply  be- 
cause they  may  be  better- 
yielding    instruments,  all 

  things  considered." 

Selzer  gets  a  gleam  in  his  eye  just 
thinking  about  an  income  deal  he 
calls  synthetic  municipal  bonds:  "I 
think  I  could  still  do  a  transaction 
where  I'll  have  8%  cash  flow  and  only 
pay  taxes  on  5%.  It  would  be  a  real 
estate  transaction  that  combines  de- 
preciation with  not  very  high  debt 
leverage,  maybe  in  the  form  of  a  zero 
coupon  bond." 

And  then  there  are  what  might  be 
called  the  vulture  optimists,  folks 
who  see  juicy  bargains  resulting  from 
the  current  mess.  William  Simon  and 
Ray  Chambers  of  Wesray  have  formed 
a  fund  with  Chairman  Ben  Lambert  of 
Eastdil  Realty  to  "do  real-estate-relat- 
ed LBOs."  Trammell  Crow  and  Salo- 
mon Brothers  have  also  formed  a  $200 
million  fund.  ■ 


Bodine 

Assembly  Systems  That  Make  Money. 

Some  Straight  Talk  About  Factory  Automation. 

In  a  world  bedazzled  by  talk  of  factory  automation,  it's  easy  to  overlook  the 
realities  of  manufacturing.  Assembly  is  the  most  difficult  of  all  manufacturing 
processes  to  automate.  Successful  implementation  of  automatic  assembly  in- 
volves not  only  the  use  of  existing  and  emerging  technology,  the  tools  of  automa- 
tion, but  also  a  sympathy  for  the  available  human  resources,  probable  parts 
variations,  and  maintenance  skills  found  on  the  factory  floor. 

In  short,  experience  in  assembly  mechanization  is  absolutely  essential  for 
successful  implementation  of  assembly  systems. 

Bodine  —  The  World's  Most  Experienced  Builder  of 
Automatic  Assembly  Systems. 

Bodine  machines  built  in  our  plant  in  Bridgeport,  Connecticut,  together  with 
those  built  by  our  overseas  licensees  are  currently  operating  in  Canada,  japan, 
England,  Germany,  Norway,  Ireland,  Australia,  Mexico,  Italy,  Belgium,  Puerto 
Rico  as  well  as  everywhere  in  the  United  States.  Our  machines  are  fully  competi- 
tive in  a  world  market.  The  full  scope  of  our  experience  is  available  to  you. 


Bodine  Assembly  Systems  are  Affordable. 

Payment  terms  can  be  matched  to  your  budget.  But  more  importantly,  the  simple 
rugged  dependability  of  Bodine  modular  construction  dramatically  reduces 
operating  costs.  High  up-time  and  low  maintenance  make  them  the  choice  of 
experienced  operators  around  the  world. 

Bodine  Assembly  Systems  are  Appropriate  to  your 
Plant  Environment. 

Assembly  systems  operate  on  the  factory  floor.  Their  design  must  be  matched  to 
the  resources  available  at  that  site.  Whatever  your  environment,  sophisticated  or 
simple,  we  will  configure  your  system  to  your  resources. 

Bodine  Experience  is  Available  at  Every  Step  of  your 
Automation  Program. 

Bodine  will  assist  you  at  every  stage  of  your  program  from  design  concept  all  the 
way  to  full  production.  Why  not  call  our  Senior  Vice  President,  Frank  J.  Riley  at 
(203)  334-3107  or  write  him  c/o  PC.  Box  3245,  Bridgeport,  Connecticut  06605. 
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With  their  market  shrinking,  what  are  the 
two  big  players  in  pay  TV  doing?  Butting 
heads  and  raising  costs. 

Shoot-out  time 
in  pay  TV 


By  Alex  Ben  Block 


I AST  MONTH  Homc  Box  office,  the 
_  largest  pay-TV  service  in  the 
I  U.S.,  abruptly  ended  its  long- 
time practice  of  trading  advance  pro- 
gram schedules  with  archrival  Show- 
time. HBO  was  angry  that  the  number 
two  pay  service  had  used  the  mforma- 
tion  in  advertisements  promoting  its 
new  policy  of  playing  movies  on  pay 
TV  either  exclusively  or  not  at  all. 

"Showtime's  [exclusivity]  policy  is 
very  self-destructive  for  our  indus- 
try," steams  Michael  Fuchs,  chair- 


man of  HBO,  which  also  operates  Cin- 
emax,  the  fourth-largest  pay-TV  ser- 
vice. "We've  had  no  choice  but  to 
respond  very  aggressively." 

"What  HBO  did  is  a  petty  act  that 
flies  in  the  face  of  what  our  customers 
and  cable  operators  need,"  says  Neil 
Austrian,  chairman  and  chief  execu- 
tive officer  of  Showtime  and  the  third- 
largest  pay-TV  service,  the  Movie 
Channel. 

For  Austrian  and  Fuchs  it's  high 
noon  at  the  O.K.  Corral.  Only  months 
ago  both  HBO,  a  division  of  Time  Inc., 
and  Showtime,  part  of  Viacom  Inter- 


national, showed  a  few  movies  exclu  j 
sively  while  sharing  many  others  .\ 
Then  Showtime,  in  an  announcement  j 
tantamount  to  declaring  war,  said  it!j 
would  show  films  only  if  it  had  exclu-  \ 
sive  pay-TV  rights,  even  if  it  meantjj 
passing  over  some  important  titles.  I 

To  get  this  exclusivity,  Showtimejl 
quickly  signed  expensive  deals  with! 
Disney's  red-hot  Touchstone  Filmsli 
(Down  and  Out  in  Bei<erly  Hills),  prolific 
Cannon  Films  (Code  of  Silence),  up- 
and-coming  Atlantic  Releasing  (Ex- 
tremities) and  the  De  Laurentiis  Enter- 
tainment Group  (Raw  Deal).  An  earli- 
er pact  with  Paramount  Pictures  (Top 
Gun)  runs  through  1989.  Thus,  Show- 
time was  assured  a  stream  of  major 
exclusives,  an  average  of  one  a  week, 
beginning  this  winter. 

It  was  a  high-risk  strategy  for  Show- 
time, which  raised  programming, 
costs  and  necessitated  greatly  in- 
creased marketing  to  get  the  message 
across.  "If  they  can't  make  the  con- 
sumer understand  it,"  says  Jerry  Mag- 
lio,  executive  vice  president  of  Dan- 
iels &.  Associates,  which  has  interests 
in  cable  systems  and  programming, 
"they  will  have  paid  a  lot  more  money 
for  a  lot  less  product." 

HBO's  Fuchs  is  convinced  that  ex- 
clusivity has  proved  its  ineffective- 
ness. His  service  signed  a  number  of 
exclusive  deals  about  six  years  ago 
and  ended  up  paying  huge  premiums 
to  show  movies  that  didn't  perform 
well  enough  to  justify  the  costs  ($35 
million  for  Columbia's  Gbostbnsters 
alone).  "I  thought  the  pay-TV  indus- 
try had  learned  its  lesson,"  says 
Fuchs.  Adds  Stephen  J.  Scheffer,  exec- 
utive vice  president  of  film  program- 
ming for  HBO:  "Exclusivity  isn't  a 
strategy.  It's  just  a  more  expensive 
way  to  acquire  programs." 

All  that  Showtime  has  achieved,  in- 
sists Fuchs,  is  to  push  up  the  cost  of 
acquiring  movies  at  a  time  in  the  pay- 
TV  industry's  life  cycle  when  the 
price  of  product  should  be  coming 
down.  That's  because  the  value  of  the 
product  has  been  diluted  by  competi- 
tion from  videocassettes. 

When  pay  TV  started  in  the  late 
1970s,  consumers  were  hungry  for  un- 
cut movies  shown  without  commer- 
cials. Today  the  same  thing  is  avail- 
able in  advance  of  its  pay-TV  showing 
on  videocassette  and  over  cable  via 
pay-per-view,  on  a  one-at-a-time  ba- 
sis. As  a  result,  pay-TV  growth  slowed 
dramatically.  Then,  a  year  and  a  half 
ago,  subscriber  levels  actually  began 
falling  for  the  first  time  since  pay  TV 
took  off  in  the  late  1970s.  Between 
March  1985  and  March  1986,  Show- 
time lost  about  300,000  customers. 
Research  showed  customers  thought 
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Why  fool  around 
with  an  express  service 
that  delivers  less  of  the  world? 

DHII  introduces 
the  new  Express  Document 
that  delivers  more  of  the  world. 

Faster. 


Send  up  to  15  pages  of  important  business  cor- 
respondence almost  anywhere  in  the  world. 
With  more  offices  in  more  countnes,  DHL  deliv- 
ers to  more  of  the  world  faster  And  at  our  low- 
est prices.  For  example,  only  $26  to  London, 


only  $29  to  major  cities  of  Europe  and  the  Far 
East.  Call  DhHL,  the  world's  most  experienced  air 
express  service,  at  800-CALL  DHL  and  ask  for 
the  new  international  Express  Document.  Why 
settle  for  less? 


No  fooling. 


'SX'^make  the  Far 
East  feel  close  to  home. 


Ti  .KvotoTakara-H'^         ^  Resorts, 


The  largest  and  most 
comfortable  Western-style 
beds  in  Tokyo  and  compli- 
mentary American  papers. 
A  quick  executive  breakfast 
buffet  and  CNN  cable  news. 
Two  spacious,  well-lit  work 
areas  and  bedside  controls 
for  television  and  alarm, 
lights  and  air  conditioning. 
No  wonder  American  busi- 
ness travelers  feel  perfealy 
at  home  at  The  Westin 
Akasaka  Prince  Hotel  in 
Tokyo. 

Come  to  where  East 
meets  Westin.  Come  to  The 
Westin  Akasaka  Prince.  For 
guaranteed  reservations, 
call  your  travel  agent,  com- 
l^any  travel  department  or 
800-228-3000.  The  people 
and  places  of  Westin.  Car- 
ing. Comfortable.  Civilized. 


Westin 


Akasaka  pm'>/ce  hotel 

TOKYO 


the  same  movies  were'  repeated  tea 
often,  says  Austrian,  who  then  con- 
cluded exclusivity  was  the  way  to  get 
growing  again. 

The  slowdown  is  already  affecting 
the  bottom  line  at  Viacom,  which 
paid  a  total  of  $360  million  for  Show- 
time and  The  Movie  Channel.  Bear, 
Steams'  John  Tinker  says  cash  flow- 
ing from  Showtime/TMC  operations, 
almost  $48  million  in  1984,  was  down 
to  about  $40  million  last  year.  Tinker 
estimates  it  will  be  $32  million  thisi 
year  and  $19  million  next  year. 

While  denying  his  strategy  is  highly 
risky,  Showtime's  Austrian  admits, 
"There's  no  question  in  the  short 
term  this  is  going  to  hurt  profits." 

Long  term?  That  remains  to  be 
seen.  In  a  shrinking  market,  the  larg- 
est, best-known  brand  has  the  stron- 
gest chance  of  surviving,  and  that's 


When  pay  TV  started, 
consumers  were  hungry 
for  uncut  moifies  without 
commercials.  Today  the 
same  thing  is  available 
on  videocassette 
and  over  cable  via 
pay-per-view,  on  a 
one-at-a-time  b€isis. 
As  a  result,  pay-TV 
growth  slowed 
dramatically. 


HBO.  Some  big  markets,  including 
parts  of  New  York,  Philadelphia,  Chi- 
cago and  Washington,  will  be  wired 
for  cable  in  the  next  few  years.  As 
millions  of  customers  become  avail- 
able. Showtime  must  demonstrate  to 
cable  operators  it's  worthwhile  to 
push  sales  of  Showtime  and  HBO. 

So  now  a  kind  of  bidding  war  has 
started.  HBO's  Fuchs  began  making 
agreements  to  guarantee  his  supply  of 
films  against  Showtime's  exclusivity 
strategy.  HBO,  which  already  had  an 
exclusive  agreement  with  Columbia, 
recently  signed  Warner  Brothers,  New 
World  Pictures,  MOM  and  United 
Artists  (including  the  next  James 
Bond  epic)  and  has  made  deals  for 
access  to  older  library  titles  at  Para- 
mount and  Twentieth  Century-Fox. 
"They  bit  the  giant,"  says  Fuchs. 
"That's  not  smart." 

But  while  the  two  big  players  snarl 
and  claw  at  each  other,  the  customers 
continue  to  drift  away.  Those  who 
used  to  take  two  pay  services  take 
one,  and  make  up  the  difference  with 
home  video  or  pay-per-view.  Like  Iran 
and  Iraq,  Showtime  and  HBO  are 
locked  in  an  expensive,  unending  war 
of  attrition  where  everyone  has  some- 
thing to  lose  and  not  much  to  gain.  ■ 
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A  European  Cotton  Mill  at  the  turn  of  the  centuiy. 

Missing  the  industrial  revolution  was 
the  best  thing  that  ever  happened  to  the  irish. 


won't  find  many  smoke-stacks,  crumbling  kilns  or 
'oandoned  cotton-mills  in  Ireland-orthe  negative 
idustrial  attitudes  that  went  with  them. 

)ur  industrial  revolution  coincided  with  the  electronic  age. 

xlay,  Ireland  is  the  European  base  for  leading  companies 
I  hi-tech  and  international  services  industries- 
lanks  to  the  innovative  skills  and  progressive 
litudes  of  its  people. 

eland.  Home  of  the  Irish.  The  young  Europeans. 

DA  Ireland  A 

JDUSTRIAL  DEVELOPMENT  AUTHORirf 

A  Ireland  has  offices  in  New  York  (?I2)  972 1000,  Chicaso  (312)  644  7474,  Cleveland  (216)  248  3350; 
s  Angeles  (213)  829  0081  Menio  Park,  Calif  (415)  854  1800,  Houst6n  (713)  965  0292, 
iston  (617)  367  8225,  Atlanta  (404)  351  8474 

M  afmouncemcnt  is  published  by  IDA  Ireland,  2  Grand  Central  fawcis,  East  45th  Street,  New  ybit  10017,  \»Aich  is  lesistercd  under  the  foreisn  Asents 
listrgtion  Acts,  as  amended,  as  an  agent  of  the  Government  of  Ireland  This  material  is  filed  with  the  Department  of  Justice  where  the  required  registration 
:ement  n  available  for  public  inspection  Registration  does  not  indicate  approval  of  the  contents  by  the  United  Statei  Govemmenl 


"WE'RE  THE 
YOUNG  EUROPEANS." 


BEEFEATER 


IMPORTED  ENGLISH  GIN 

The  best  of  times  deserve  the  best  of  taste. 


Stan  Durwood's  MIC  Entertainment  is 
loaded  with  debt  and  costly  leases.  So  why 
does  the  stock  sell  at  27  times  earnings? 


What  makes 
Stanley  borrow? 


By  Alex  Ben  Block 

A TEAM  OF  architects  and  design- 
ers recently  trekked  to  AMC 
k  Entertainment's  modest  Kan- 
sas City,  Mo.  headquarters  to  meet 
with  Chairman  Stanley  H.  Durwood, 
65.  The  team  was  planning  a  multi- 
million-dollar movie  theater  expan- 
sion in  the  U.K.  for  AMC.  Pretty  soon 
Durwood  was  fuming.  The  proposed 
theater  interiors  were  all  in  shades 
of .  .  .  horrors  .  .  .  blue. 

Blue?  Stanley  Durwood  sent  the 
designers  packing.  Recalls  Durwood: 
"I  said,  'You  think  we  want  it  to  look 
like  our  customers  are  under  water? 
Or  at  a  wake?  Maybe  we  should  play 
lugubrious  music  as  they  come  in 
and  have  caskets  open  in  the  lobby? 
This  has  got  to  be  an  upbeat  busi- 
ness. I  want  happy  colors!'  "  Happy 
colors  to  Durwood  are  rose,  yellow, 
orange  and  mauve. 

Durwood  takes  such  details  as  color 
schemes  seriously,  but  don't  knock 
his  apparent  eccentricity.  Over  the 
past  23  years  he  has  built  AMC  from  a 
small  regional  operator  into  the  third- 
largest  movie  house  operator  in  the 
U.S.  The  circuit  currently  operates 
1,100  screens  at  205  locations  in  27 
states — half  of  them  in  Florida,  Texas 
and  California — and  10  more  screens 
overseas.  If  you  think  the  movie  the- 
ater business  has  been  killed  by  TV 
and  VCRs,  then  you  don't  know  about 
Durwood,  whose  chain  is  not  only 
expanding  at  a  furious  pace,  but  is 
borrowing  heavily  to  do  so.  AMC  pio- 
neered multiple-screen  theaters  in  the 
U.S.  in  1963  and  currently  operates 
the  industry's  highest  average  num- 
ber of  screens  per  site:  5.4  screens  in 
each  location,  vs.  General  Cinema's 
3.7.  Today,  says  Durwood,  economies 
of  scale  in  multiple-screen  operations, 
plus  increased  competition  from  ca- 
ble TV  and  VCRs,  have  doomed  small 
exhibitors  but  transfused  new  power 
into  strong  national  chains  like  Gen- 
eral Cinema,  Cineplex  Odeon 
(Forbes, J)  and,  of  course,  AMC. 

To  exploit  the  trend,  Durwood  is 
building  new  screens  quickly  in  tar- 
geted areas,  mostly  in  Sunbelt  states, 
where  he  is  convinced  there's  still  a 
shortage  of  theaters.  This  year  alone 
AMC  will  add  about  300  new  screens 
at  home  and  continue  exporting  its 
multiscreen  expertise  to  western  Eu- 
rope, Australia  and  Singapore.  By  the 
end  of  this  decade  Durwood  expects 
AMC  to  have  around  2,500  U.S. 
screens  and  1,500  overseas. 

AMC,  with  highly  professional 
management  and  trendsetting  train- 
ing programs  for  employees,  has  been 
innovating  like  crazy.  Its  latest  the- 
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THE  SHARP  NATIONAL  ACCXDUNTS 
PROGRAM  LETS  YOU  DO  BUSINESS 
WITH  SHARP  IN  HUNDREDS 
OF  PLACES  AT  THE  SAME  TIME. 


A  lot  of  people  love  the  high  quality 
and  reliability  of  Sharp  office  products. 
What  they  don't  realize  is  that  Sharp 
provides  service  and  support  all  across 
the  USA,  controlled  entirely  by  Sharp's 
National  Account  people. 

With  SNAP  you  get  all  the  service 
and  support  of  a  direct  sales  representa- 
tive. Because  your  local  SNAP  represen- 
tative attends  to  all  your  office  needs. 


And  is  helped  by  all  the  other  SNAP 
representatives  in  hundreds  of  locations. 

So  you  get  the  best  of  both  worlds. 
The  support  you  expect  from  an  industry 
leader,  and  what  you  wanted  in  the  first 
place — copiers  by  Sharp. 

For  more  information  contact  Steve 
Bachstetter,  Sharp  National  Accounts  Pro- 
gram, Mahwah,N  J  07430, 
or  call  1-800-BE-SHARR  co^'^ETHl^ru^s- 


©  1986  Sharp  Electronics  Corp. 


The  Mass  Mutual 
Challenge. 

When  other  companies  talk  about  flexibility,  we  let  them  know  it's  our  sweet  spot 

At  Mass  Mutual,  flexibility  isn't  just  a  concept,  it's  the  cornerstone     cost  control  strat^ies, 


of  our  philosq)hy.  Just  ask  our  clients. 

Yes.  We've  got  a  complete  product  line  from  full  insurance  to 
Minimum  Premium  to  Administrative  Services,  and  a  full  range  of 
dental,  life  and  disability  products  as  well. 

Yes.  Our  SelectGroup  PLUS  product  for  smaller  employers  has 
a  total  of  2,025  combinations  of  options.  But  to  us,  flexibility  is 
much  more.  It's  what  comes  from  people  who  deliver. 

It's  banking  options  that  offer  not  only  the  usual  "on  issue"  or 
cleared"  arrangements,  but  also  any  customized  arrange- 
ment in  between. 

Ifs  our  CG&t  containment  options  that  offer  personalaed  analysis 
and  oistGiruzed  programs  suited  to  your  needs.  And,  specifically  for 
smaller  companies,  a  choice  of  five  custom-designed,  multi-option 


It's  our  MAGNET  system  which  produces  the  most  advancee 
set  of  reports  in  the  industry  and  the  people  willing  and  able  to 
tailor  these  reports  to  meet  any  special  needs. 

Flexible?  You  bet  we  are.  Our  flexibility  is  aowned  by  an 
unbeatable  promise:  Our  people  are  trained  and  eager  to  do 
whatever  it  takes-even  rewrite  the  "rules'-to  bring  you  the 
pr(^rams,  service  and  cost  control  you  need. 

So  take  the  challenge.  Have  your  agent,  broker  or 
consultant  call  their  .   -  m  M  i 

ri^^a^^™^  MassMutua 

You'll  be  the      GROUP  LIFE  AND  HEALT 

Winner.  Massachusetts  Mutual  Life  Insurance  Co  ,  Springfield.  MA  01 


ater  designs  incorporate 
pizza  shops  and  other  fast 
food  outlets.  The  feeUng 
IS,  in  a  year  when  few 
movies  are  big  hits,  such 
showmanship  helps. 

How  to  finance  this  am- 
bitious expansion?  With 
lots  of  debt,  of  course. 
AMC's  long-term  debt, 
now  around  $157  million, 
is  nearly  twice  sharehol- 
ders' equity  and  is  costing 
Durwood  around  $23  mil- 
lion a  year  to  service. 
AMC's  cash  flow  last 
year:  around  $33  million. 

Servicing  the  debt 
helped  cut  earnings  by 
40%  last  year  and  pushed 
AMC  $2  million  into  the  red  in  the 
first  quarter  of  1986.  Even  with  a  cash 
hoard  approaching  $75  million  from 
recent  bond  sales,  AMC's  mushroom- 
ing debt  partly  explains  the  compa- 
ny's dull  performance  in  a  market  in 
love  with  entertainment  stocks.  Ad- 
justed for  a  split,  AMC  went  public  in 
1983  at  9  and  trades  today  around  14, 
a  rise  of  56% .  The  Dow  Jones  average 
has  risen  almost  81%  over  the  same 
period.  Dennis  Forst,  an  astute  enter- 
tainment industry  analyst  at  Los  An- 
geles' Seidler,  Amdec  Securities, 
notes  that  AMC's  leverage  makes  the 
company  extremely  vulnerable  to  cy- 
cles of  poor  movie  product,  rising  in- 
terest rates  or  recession. 

Besides  heavy  debt,  AMC  is  carry- 
ing a  lot  of  expensive  real  estate 
leases.  AMC  President  Ron  D.  Leslie 
insists  this  is  a  hidden  asset.  Most  of 
these  long-term  agreements,  he  says, 
fix  AMC's  rent  in  top  malls  at  prices 
that  can't  be  matched  today.  Dur- 
wood defends  the  costly  leases  on 
even  more  interesting  grounds.  He  ar- 
gues he  is  a  retailer  who  must  com- 
pete for  space  in  malls  against  the 
likes  of  B.  Dalton  or  The  Gap.  Says  he: 
"We're  not  competing  with  other 
movie  exhibitors.  Our  returns  com- 
pare to  what  any  retailer  would  expect 
to  make  per  square  foot." 

In  Los  Angeles'  Century  City,  for 
example,  a  competitor,  Cineplex 
Odeon's  Plitt  Theaters,  operates  2 
screens  that  have  performed  poorly 
for  years.  Yet  Durwood  is  putting  in  a 
14-screen  complex  just  across  the 
street.  His  rationale?  Value  added. 
AMC's  theaters  will  offer  free  parking 
and  the  lowest  first-run  admission 
prices  in  town  (an  AMC  trademark). 
Leslie  predicts  it  will  draw  moviego- 
ers from  nearby  Westwood,  which 
suffers  from  heavy  traffic  congestion. 

"We  are  purposely  leveraged,"  Dur- 
wood says,  focusing  on  his  long-term 


AMC's  si.\  screen  Oak  Park  Plaza  ni  Kansas  City 
More  screens  per  site  than  any  other  exhibitor. 


goals  rather  than  the  short-term  price 
of  achieving  them. 

If  Stan  Durwood  is  lavish  with  debt 
and  addicted  to  expensive  real  estate, 
he  partly  makes  up  for  it  with  frugal- 
ity elsewhere.  He  buys  his  suits  off 
the  rack,  drives  a  Honda  Civic  and 
flies  coach  on  airplanes. 


One  theory  has  it  that 
Durwood,  who  owns  87% 
of  the  shares,  is  fattening 
the  company  for  market. 
Durwood,  with  two  sons 
in  the  business,  insists 
that  AMC  is  not  for  sale. 
But  then  he  says:  "We 
don't  know  what  the  fu- 
ture will  bring.  The  door's 
open,  the  telephone  can 
ring.  We're  available  to 
talk  to  anybody."  In  other 
words,  we're  definitely 
not  for  sale.  But  let's  talk. 

Strictly  on  the  num- 
bers, AMC  doesn't  look 
like  much  of  a  buy.  Last 
year  it  earned  only  $7.8 

  million  on  revenues  of 

nearly  $250  million.  Against  this  it 
has  a  market  value  of  a  hefty  $210 
million.  AMC's  high  leveraging  will 
only  pay  off  if  U.S.  movie  admissions, 
flat  for  a  decade,  pick  up.  That's  likely 
to  depend  a  lot  more  on  the  quality  of 
the  movies  than  the  color  of  the  the- 
ater lobby.  ■ 


While  GM  bought  rockets  and  computer 
sennces,  Ford  got  into  savings  and  loans. 
Right  now  Ford  looks  pretty  smart. 

A  Ford  in  your 
financial  future 


By  John  Heins 


WHEN  BIG  COMPANIES  diversi- 
fy into  businesses  other  than 
their  own,  they  come  a  crop- 
per more  often  than  not.  The  list  is 
long  and  sad.  But  early  indications  are 
that  Ford  Motor  Co.  may  be  into  a 
good  thing  with  its  foray  into  finan- 
cial services. 

Last  December  Ford  paid  a  little 
less  than  a  half-billion  dollars  for  First 
Nationwide  Financial  Corp.,  a  $13 
billion  (assets)  San  Francisco-based 
thrift.  Since  then  First  Nationwide 
has  quietly  emerged  as  an  important 
player  in  the  financial  services  game. 
Let  other  savings  and  loans  fight  over 


the  affluent  customers,  let  banks  trip 
over  each  other  to  expand  corporate 
and  investment  banking  activities — 
First  Nationwide  is  taking  the  Model 
T  approach.  It  seeks  to  serve  the  mid- 
dle class— the  $25,000-a-year  to 
$75,000-a-year  market. 

"We  want  to  be  a  national,  one- 
stop,  consumer  bank  for  the  middle 
class,"  says  First  Nationwide  Chair- 
man Anthony  Frank.  "The  loudest 
sound  in  the  U.S.  today  is  financial 
suppliers  turning  their  backs  on  the 
middle  class."  Born  in  Germany  and 
raised  in  Hollywood,  where  his  father 
was  a  Merrill  Lynch  registered  repre- 
sentative, Tony  Frank,  55,  is  one  of 
the  thrift  industry's  innovators.  First 
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Corporate  Finance.  Rely  on  the 
resources  of  Germany's  leading  bank 


The  effective  use  of  today's  capital 
markets  demands  a  bank  with  global 
expertise  and  resources.  Your  bank 
must  have  the  ability  to  manage  and 
place  offerings,  whether  fixed  or  floating 
rate  Euro-bonds,  in  any  of  a  dozen 
currencies.  It  must  demonstrate  the 
innovation  to  use  warrants  or  options 
to  provide  maximum  flexibility.  It  must 
have  the  resources  and  contacts  to 
execute  even  the  largest  swap  trans- 
action, either  as  pnncipal  or  inter- 
median/.  Finally  it  must  maintain  the 
worldwide  network  of  financial  partners 
needed  for  a  sound,  stable  secondan/ 
market. 

The  fact  is,  Deutsche  Bank  is  a  world 
leader  in  Euro-financing.  Last  year  we 
lead-managed  issues  valued  at  US$ 
7.5  billion.  Our  clients  know  they  can 
depend  on  us  to  produce  the  most 
effective  financing,  with  the  greatest 
assurance  of  immediate  placement. 
And  they  know  they  can  rely  on  our  con- 
servative, yet  highly  innovative  service  - 
because  standing  behind  Germany's 


leading  bank  are  40,000  seasoned 
banking  professionals. 

At  Deutsche  Bank  you  will  find  talent- 
ed people  skilled  in  the  century-old 
tradition  of  "Universal  Banking"  -  the 
effective  combination  of  credit-based 
commercial  and  service-oriented  in- 
vestment banking.  Count  on  their 
ingenuity  to  help  you  identify  the  most 
efficient  means  of  meeting  your 
financial  requirements. 

For  Euro-financing  -  as  well  as  other 
investment  and  commercial  banking 
services  -  consider  making  Germany's 
leading  bank  your  bank. 

Contact  the  Deutsche  Bank  nearest 
you. 


Deutsche  Bank  at  a  glance  (Dec.  31 1985): 

•  Total  Assets  (in  bn  US$)  964 

•  Capital  &  Reserves  (in  bn  US$)  38 

•  Branches  Worldwide  1,410 

•  Employees  48.851 

•  Stockholders  245.000 

"The  leading  bank  in  Germany  -  a  world 
leader  in  international  finance." 


Deutsche  Bank 


I'irst  .Natiotiivide  Financial  Corp.'s  Aii/hony  IixdiL' 
Taking  the  Model  T  approach 


Nationwide,  which  he  has  run  since 
1971,  was  the  first  thrift  to  operate  on 
both  coasts  and  one  of  the  first  to  offer 
adjustable-rate  mortgages. 

Frank's  goal  is  to  make  his  network 
a  distribution  pipeline  through  which 
the  middle  class  can  buy  financial 
products  and  services,  such  as  insur- 
ance, mutual  funds  and  discount  bro- 
kerage, m  one  stop.  Now  that  total 
assets  of  the  system  are  near  $30  bil- 
lion, Frank  has  been  contacted  by  sev- 
eral insurance  and  brokerage  firms 
about  possible  joint  ventures.  At  least 
one  deal  will  be  signed  soon,  he  says. 

With  Ford  money  behind  him, 
Frank  is  avidly  expanding.  He  plans  to 
step  up  his  purchases  of  both  failing 
and  healthy  thrifts  with  help  from  the 
Federal  Home  Loan  Bank  Board.  In 
June  he  bought  two  failing  thrifts  in 
Ohio,  getting  in  return  the  board's  go- 
ahead  to  move  into  Colorado  and 
Pennsylvania.  Through  other  FHLBB- 
assisted  mergers.  First  Nationwide 
also  has  branches  in  New  York,  Flori- 
da and  Hawaii.  Frank  is  now  awaiting 
word  on  his  bid  for  $  1 . 1  billion  (assets) 
St.  Louis  Federal  Savings  in  Missouri. 
li  he  v^ms — he  is  the  highest  bidder — 
First  Nationwide  will  most  likely  get 
peimission  to  enter  three  more  states. 

First  Nationwide's  franchising  op- 


eration has  also  been  growing.  Fran- 
chisees, usually  relatively  small 
banks  and  savings  and  loans  in  such 
places  as  Rock  Hill,  S.C.  and  Belling- 
ham.  Wash.,  pay  yearly  fees  to  receive 
help  with  marketing,  management, 
new  product  introduction  and  even 
raising  money.  Total  assets  of  the  34 
franchisees  are  over  $15  billion,  and 
Frank  expects  that  to  double  next 
year.  The  franchisees  benefit  from  na- 
tional TV  advertisements  during  The 
Coshy  Show  and  the  Super  Bowl. 

First  Nationwide's  joint  venture 
with  K  mart  Corp.  is  also  expanding. 
After  a  successful  test  in  10  San  Diego 
K  marts.  First  Nationwide  this  year  is 
putting  its  135-square-foot  mini- 
branches — offering  most  of  the  ser- 
vices of  a  regular  branch — in  34  more 
California  stores. 

All  in  all,  this  patchwork  system, 
including  a  consumer  finance  compa- 
ny acquired  last  year,  now  has  520 
offices  in  31  states. 

The  Ford  connection  is  paying  divi- 
dends. Backed  by  Ford,  First  Nation- 
wide has  the  best  credit  rating  in  the 
industry,  giving  it  cheaper  access  to 
funds.  "The  financial  depositories  of 
this  country  are  woefully  undercapi- 
talized," Frank  says.  "At  the  same 
time,  major  corporations,  evidenced 


by  the  huge  stock  buybacks  in  the 
past  year,  are  woefully  overcapital- 
ized. The  two  have  to  get  together." 

The  get-together  in  this  case  looks 
quite  healthy.  After  more  than  dou- 
bling net  income  last  year.  First  Na- 
tionwide's earnings  rose  another  80% 
in  this  year's  first  half,  to  $52  million. 
That  was  better  than  earnings  at  simi- 
lar-size healthy  thrifts,  Glenfed  and 
Home  Federal  Savings  in  California. 
Combined  with  Ford  Credit,  financial 
services  accounted  for  $345  million, 
or  19%,  of  Ford  Motor's  $1.8  billion 
six-month  net  income.  To  put  that  in 
perspective,  Bankers  Trust  New  York 
Corp.,  with  assets  close  to  Ford's  and 
First  Nationwide's  $50  billion  com- 
bined, earned  only  $220  million  on 
those  assets. 

Tax  reform  could  give  First  Nation- 
wide- yet  another  boost.  Ford  Motor 
Credit  Chairman  James  Ford,  to 
whom  Frank  reports,  says  he'd  like  to 
offer  First  Nationwide's  Visa  card  to 
Ford  Credit's  3.5  million  customers. 
The  tax  angle?  Under  the  new  tax  bill, 
the  deductibility  of  auto-loan  interest 
will  be  phased  out,  so  Frank  hopes  to 
offer  First  Nationwide  home  equity 
lines  of  credit — the  interest  on  which 
will  be  deductible  up  to  certain  lev- 
els— to  Ford  car  buyers.  ■ 
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IheRrstGrandHotelWth 
bthfetInTlie20th(^titty 


Anyone  who  attends  an  best  when  your  clothes  are  We  realize,  in  short, 

-of-town  business  meet-  wrinkled  from  a  long  flight,  that  every  time  you  depart 
does  so  for  the  purpose  So  we  can  help  you  with  such  from  home,  you  re  also 


i  )eing  highly  productive- 
hopelessly  frustrated. 

Which  is  why  a  hotel 
i  to  do  whatever  possible 
!ase  the  burdens  and 

I  deties  of  travel— to  allow 

I I  to  focus  single-mindedly 
ithe  business  at  hand. 


services  as  pressmg  your  departing  from  your  normal 

clothes  or  shining  your  shoes  routine.  And  our  job  is  to  do 

in  an  hour.  everything  we  can  to  keep 

We  also  realize  that  that  departure  from  turning 

many  people  prefer  to  travel  into  a  disruption, 
with  only  carry-on  luggage.  So  unlike  those  hotels 

So  our  rooms  are  furnished  that  seem  to  be  overly 

with  bathrobes,  hair  dryers  preoccupied  with  recreating  SI  Atlomo 


UNITED  STATES 
Austin  (1987) 
Boston 
Chicago: 

The  Ritz-Carlton 
Dallas/Las  Colmas. 
The  Mandalay: 
Las  Colmas  Inn  and 
Conference  Center; 
Four  Seasons  Fitness 
Resort  and  Spa. 
Houston 
Four  Seasons: 
Inn  on  the  Park 
Los  Angeles  (1987) 
New  York: 

The  Pierre 
Newport  Beach 


I   And  at  Four  Seasons,    and  other  essentials  you 
t's  exactly  what  we  do.      might  not  be  able  to  fit  into 
're  a  group  of  20  grand    a  single  overnight  bag. 


;els  in  North  America's 
'St  important  cities,  sen- 
ve  to  today's  changing 
'ds  and  lifestyles— on  the 
ief  that  a  grand  hotel 
)uld  adapt  to  its  guests, 
t  the  other  way  around. 


the  atmosphere  of  bygone 
centuries,  Four  Seasons  is 
preoccupied  with  the  needs 
and  demands  ot  present-day  Edmonton 
travellers. 

We  assume,  after  all 


And  we  realize  that 
people  don't  want  to  interrupt 
their  healthy  lifestyles  when 

they're  on  the  road.  So  we  see   that  your  idea  of  a  success 
to  it  that  they  don't  have  to     ful  business  trip  doesn't 
—by  providing  workout  gear        include  travelling  back 
and  jogging  maps  in  all  our     A  wards  in  time. 
We  realize,  for  example,  hotels,  and  state-of-the-art 
t  it's  difficult  to  be  at  your  health  clubs  in  most  of  them. 


San  Francisco: 

The  Chjt 
Seattle: 

The  Olympic 
Washington,  DC. 
CANADA 


Montreal 
Ottawa 
Toronto: 
Yorkville: 
Inn  on  the  Park 
Vancouver 

UNITED  KINGDOM 

London: 
Inn  on  the  Park 

Call  (800)  268-6282 
or  your  travel  agent. 


FburSeasons  Hotels 


Four  Seasons  Hotels  Lid 


As  I  See  It 


OPECs  attempt  to  hold  the  world's  oil  users 
to  ransom  failed,  hut  the  next  oil  crunch 
will  be  rougher  and  probably  irreversible. 


We  are  living 
off  our  capital 


By  Horman  Gall 


W'  ORLD  OIL  TRODUCTION 
peaked  at  65.7  million  bar- 
rels daily  in  1979,  the  year  of 
the  second  oil  shock  and  $30-plus  oil. 
Under  the  pressure  of  high  prices,  pro- 
duction fell  to  56.4  million  by  1983, 


and  now  OPEC  is  seeking  to  trim  it  by 
another  3.6  million  barrels  in  an  effort 
to  halt  the  collapse  of  prices. 

But  here  is  something  the  world 
ought  not  to  forget:  Regardless  of 
price,  oil  is  being  consumed  faster 
than  it  is  being  discovered.  We  are 
living  off  stored  wealth.  Even  if  OPEC 


succeeds  in  holding  down  production,  i 
world  consumption  will  still  be  at  an 
annual  rate  of  nearly  20  billion  barrels 
a  year,  about  5  billion  more  than  are 
being  found.  (While  35  billion  barrels 
of  oil  were  found  yearly  in  the  1950s 
and  early  1960s,  annual  discoveries 
now  are  down  to  barely  40%  of  that.) 

This  living  off  inventory  persists 
despite  improvements  in  oil-finding 
technology  and  nearly  fivefold  growth 
in  world  investment  in  exploration 
and  development  from  1974  to  1982. 

Isn't  this  an  old  story?  Hasn't  the 
oil  industry  complained  in  the  past 
that  we  were  running  out  of  oil?  Yes, 
but  this  time  is  different,  argues  Da- 
vid R.  Kingston,  a  recently  retired  se- 
nior geologist  with  an  Exxon  unit  in 
Houston.  Things  are  different,  he 
says,  because  past  fears  of  shortage 
were  alleviated  by  new  geophysical 
techniques  that  led  to  discoveries  of 
more  giant  pools  of  oil.  Says  he: 
"Huge  amounts  of  oil  were  found  in 
big  basins  lying  beneath  surface  anti- 
clines [arching  folds]."  But  further" 
such  major  discoveries  are  unlikely. 

Explains  Kingston:  "By  the  1960s 


j^-:OiL-^,i.i  Joseph  Rit  a 

lM<dl&  East  will  have  to  make  up  the  d^erence— producing  half  the  world's  oil  by  around  200S.' 
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TANDY..  Better  Again 


Welcome  to  the  next  generation 
of  personal  computings 


Introducing  four 
Tandy  PC  compatibles 
that  redefine  the  term 
"industry  standard" 

Meet  our  new  line  of  MS-DOS® 
based  personal  computers.  Each 
one  was  designed  with  a  different 
user  in  mind.  And  yet  each  has  one 
thing  in  common:  the  Tandy  com- 
mitment to  excellence.  When  you 
buy  a  Tandy  computer,  you  get 
more.  More  power,  more  speed, 
more  options,  more  support.  All  at  a 
lower  price  than  the  so-called  "in- 
dustry standard." 

The  Tandy  1000  EX 

Only  $799  for  a  true  MS-DOS 
based  computer?  It's  true.  The 
Tandy  1000  EX  runs  the  same  pow- 
erful software  as  an  IBM®  PC — at 
up  to  twice  the  speed!  And  every 
Tandy  1000  EX  comes  with  our 
new  graphics-oriented  Personal 
DeskMate™  software  with  six  user 
applications.  The  1000  EX  is  also 
the  perfect  classroom  computer. 

The  Tandy  1000  SX 

Here's  a  high-performance  ver- 
sion of  America's  #1  PC 
compatible — the  Tandy  1000.  The 


new  Tandy  1000  SX  is  still  compati- 
ble with  industry-standard  MS-DOS 
software.  But  it  can  now  run  many 
of  these  programs  50%  faster  The 
1000  SX  comes  with  384K  and  two 
built-in  disk  drives — standard.  You 
even  get  our  enhanced  six-in-one 
DeskMate®  II  applications  software. 
All  for  just  $1199. 

The  Tandy  3000  HL 

If  you've  already  invested  in  IBM 
PC/XT®  software  and  hardware,  and 
would  like  to  expand,  the  Tandy 
3000  HL  gives  you  four  times  the 
power  of  the  XT  .  .  .  for  less.  The 
3000  HL  can  process  twice  the 
data,  thanks  to  its  advanced,  16-bit 
80286  microprocessor  Plus,  the 
3000  HL  operates  at  twice  the 
speed  of  the  XT.  With  a  Tandy 
3000  HL,  you're  getting  much 
more  than  an  XT  compatible — and 
for  only  $1699. 

The  Tandy  3000  HD 

Unmatched  in  performance,  the 
Tandy  3000  HD  is  a  powerful  work- 
station with  both  networking  and 
multiuser  capabilities.  It's  compat- 
ible with  the  IBM  PC/AT®,  offers 
greater  disk  storage  (40  megabytes), 
yet  is  priced  at  $4299. 


American-made  quality 

These  four  new  computers  are 
built  in  our  own  manufacturing 
plants  right  here  in  the  U.S.A. 
They're  designed  to  meet  our  rigid 
quality  standards,  and  backed  with 
the  best  support  in  the  industry. 
We're  proud  of  our  new  line,  and 
we  want  you  to  see  why.  Come  in 
for  a  demonstration. 

Available  at  over  1200 
Radio  Shack  Computer  Centers  and  at 
participating  Radio  Shack  stores  and  dealers. 

Radio  /haeK 

COMPUTER  CENTERS 

A  DIVISION  OF  TANDY  CORPORATION 
IP  ff^         pi         IPP  P?l 

'  Send  me  an  RSC-17  Computer  Catalog  ' 

Radio  Shack,  DepI  87-A-85 
300  One  Tandy  Center.  Fort  Worth.  TX  76102 


Name . 


Company . 
Address  _ 

City  

Slate  


.ZIP. 


Phone . 


Prices  apply  at  RadioShack  Computer  Centers  artd  participating  stores  and  dealers.  Monitors  not  included.  IBM,  IBM  PC/XT  and  IBM  PC/AT/Registered  TM  International  Business  Machines  Corp. 

MS-DOS/Registered  TM  Microsoft  Corp. 


and  1970s  companies  were  drilling  in 
basins  that  didn't  look  very  good,  in 
central  Africa  and  the  Chaco  of  Boliv- 
ia and  Paraguay,  just  on  the  chance 
that  they  might  have  overlooked 
something.  A  group  of  us,  known  at 
Exxon  as  the  Rover  Boys,  wandered 
around  the  sub-Saharan  regions.  By 
now  there  are  few  unexplored  basins 
left.  The  offshore  continental  margins 
are  being  intensively  worked.  As  you 
go  further  offshore,  the  geological 
prospect  becomes  poorer." 

Meanwhile,  estimates  of  undiscov- 
ered resources  are  being  cut.  "We  had 
great  hopes  for  the  Overthrust  Belt  in 
the  Rockies,  but  it  hasn't  yielded  as 
expected,"  says  Charles  D.  Masters, 
in  charge  of  the  U.S.  Geological  Sur- 
vey's worldwide  estimates.  "Our  esti- 
mates for  Alaska  are  likely  to  be  cut, 
to  5  billion  to  10  billion,  from  10 
billion  to  20  billion  barrels,  because 
the  biggest  prospects  didn't  work  out. 

"A  $1.6  billion  dry  hole  was  drilled 
in  1983  in  the  Mukluk  well,  on  an 
artificial  island  built  in  the  Beaufort 
Sea  to  protect  against  ice,  into  an  ex- 
tremely promising  structure  similar 
to  Prudhoe  Bay,  the  biggest  U.S.  pro- 
ducing field.  The  Beaufort  structure 
was  gigantic,  but  the  oil  had  escaped. 

"In  Alaska's  Navarin  Basin,  600 
miles  offshore  and  as  big  as  the  Gulf 
of  Mexico,  nine  dry  holes  were  drilled 
by  Exxon,  Arco  and  Amoco.  When 
you  drill  so  many  dry  holes  into  a  big 
basin,  it's  a  huge  disappointment. 

"On  top  of  this.  Shell  in  1984 
drilled  four  wells  in  the  deepest  water 
ever  penetrated  by  oil  exploration,  go- 
ing as  deep  as  7,000  feet  in  the  Balti- 
more Canyon  off  the  Atlantic  Coast. 
The  four  holes  were  dry." 

Among  the  the  best-informed  peo- 
ple on  the  subject  of  world  oil  reserves 
is  Joseph  P.  Riva,  a  veteran  geologist 
who  now  works  in  Washington  at  the 
Congressional  Research  Service  of  the 
Library  of  Congress  and  the  author  of 
World  Petroleum  Resources  and  Reserves. 
Riva  explained  to  Forbes  why  the 
world  may  have  less  recoverable  oil 
than  it  formerly  thought. 

Riva:  If  there's  no  political  crisis,  the 
world  could  produce  at  current  levels 
— 20  billion  barrels  yearly — for  about 
another  36  years.  [But]  the  geographi- 
cal distribution  of  production  is  going 
to  change  very  fast.  Last  year  the  Mid- 
dle East  produced  10.3  million  barrels 
daily,  or  19%  of  the  world's  oil.  It  has 
57%  of  all  proven  reserves  and  one- 
iourth  of  undiscovered  resources.  As 
Ciitput  in  other  areas  declines,  espe- 
cially as  the  Western  Hemisphere  pro- 
duction falls  fast,  the  Middle  East  will 
have  to  make  up  the  difference. 


By  around  2005  the  Middle  East 
will  be  producing  26  million  barrels 
daily,  or  half  the  world's  oil,  from  its 
enormous  resources.  By  2021  the 
Middle  East  will  be  producing  three- 
fourths.  But  by  then  [Middle  Eastern] 
capacity  would  be  so  strained  that 
world  production  would  start  falling 
by  2022. 

Rut  U.S.  production  is  still  close  to  9 
mil/ion  barrels  per  da  y.  What  about  Mexi- 
co, Venezuela  and  Canada?  Wlmt  about 
that  billion -barrel  field  that  Occidental 
found  last  year  beneath  the  eastern  plains 
of  Colombia? 

Riva.  You  must  look  at  these  things  in 
perspective.  The  world  is  consuming 
the  minimum  recoverable  reserves  of 
four  supergiant  fields  every  year.  Each 
supergiant  must  have  at  least  5  billion 
barrels  proven,  and  only  37  of  them 
have  been  found  in  the  world.  Of 
these,  26  are  in  the  Middle  East. 

The  last  U.S.  supergiant  found  was 
Alaska's  Prudhoe  Bay  in  1968.  Since 
then  only  two  more  supergiant  fields 
were  found  in  the  world,  both  in  Mex- 
ico. Production  at  Prudhoe  Bay,  with 
9.5  billion  barrels  proven,  has  peaked 
at  1.5  million  barrels  daily  and  will 
begin  declining  by  1988-89.  Without 
this  supergiant  field,  the  fall  in  U.S. 
production  since  1970  would  have 
been  far  greater. 

The  best  geological  prospect  in 
North  America  is  the  huge  undrilled 
Marsh  Creek  anticline  in  Alaska's 
Arctic  National  Wildlife  Range,  east 
of  Prudhoe  Bay.  Some  of  these  are 
Indian  lands.  Environmentalists  so  far 
have  blocked  drilling  in  the  area. 
Marsh  Creek  could  be  another  Prud- 
hoe Bay,  with  a  potential  10  billion 
barrels,  which  could  stretch  out  Alas- 
ka's production  at  present  levels  for 
another  five  or  ten  years.  Or  it  could 
be  another  Mukluk,  a  marvelous 
structure  from  which  the  oil  escaped 
millions  of  years  ago.  You  can't  tell 
until  you  drill. 

But  even  discovery  of  another  su- 
pergiant field  won't  change  the  over- 
all resource  picture.  As  it  now  stands, 
U.S.  production  will  fall  by  another 
17%  to  20%  by  2000  and  start  falling 
much  faster  after  that.  Oil  company 
presidents  have  told  me  that  they 
have  basically  given  up  on  finding 
large  amounts  of  new  oil  in  the  lower 
48  states.  That's  part  of  the  reason 
companies  now  are  laying  off  geolo- 
gists and  engineers. 

Higher  prices  would  keep  more 
drilling  rigs  working  and  more  oil 
pumping  for  now.  They  would  delay  a 
steep  production  fall  for  a  few  more 
years.  But  the  fall  would  be  much 
steeper  later  on. 
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Mexico? 

Riva:  The  U.S.  consumes  about  !  5  mil- 
lion barrels  daily,  while  Mexico  last 
year  produced  only  2.8  million.  Mexi- 
co probably  can't  produce  more  than 
100,000  to  200,000  more  than  they're 
pumping  now. 

But  in  1983  you  put  Mexico's  reserves  at 
57  billion  and  urote:  'Mexico  could  con- 
siderably ina-ease  oil  production. " 
Riva:  The  57  billion  was  Mexico's  offi- 
cial reserve  estimate,  which  was  exag- 
gerated. We  had  no  independent  way 
of  verifying  this  claim.  The  overesti- 
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mation  of  reserves  came  at  the  time 
Mexico  was  borrowing  lots  of  money. 
Since  then  the  U.S.  Geological  Survey 
and  the  Department  of  Energy  did 
their  own  estimate  and  put  Mexico's 
reserves  at  26.5  billion. 

How  much  longer  can  Mexico  produce  at 
present  rates? 

Riva  Lack  of  investment  today  is 
shortening  the  life  of  Mexico's  best 
fields,  which  are  being  produced  too 
fast.  They  don't  have  money  to  build 
enough  platforms  in  their  offshore 
fields  in  the  Gulf  of  Mexico,  so  too 


few  platforms  each  are  producing  too 
much  oil.  In  the  short  term  you  get 
more  money  for  your  investment. 
The  Mexicans'  reasoning  is  that  this 
is  all  we  can  afford.  We've  got  to  get  as 
much  money  as  we  can  because  we're 
in  such  dire  straits  financially.  So 
they're  producing  two  or  three  times 
faster  than  they  should  to  maximize 
the  lifetime  of  the  field  and  the 
amount  of  oil  lifted.  Engineers  who've 
been  on  those  offshore  platforms  tell 
me  the  platforms  are  shaking  from 
producing  at  such  high  rates. 
Today  Mexico's  big  onshore  fields, 


such  as  the  Reforma,  already  are  being 
water-invaded,  even  though  they 
were  discovered  as  recently  as  1972. 
The  new  supergiants,  the  Bermudez 
field  onshore  and  Cantarell  offshore, 
are  ancient  reefs  with  geology  much 
like  the  Golden  Lane,  Mexico's  bo- 
nanza during  the  First  World  War, 
which  produced  one-fourth  of  the 
world's  oil  in  1921  but  then  fizzled 
out  quickly.  Today  Mexico  has  bigger 
reserves,  but  it's  also  producing  much 
faster. 

Wmt  about  the  Soviet  Union,  a  i>er\'  old 
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producer?  In  Marco  Polo's  time,  700 
years  ago,  naphtha  was  exported  by  cam- 
el from  the  Caucasus-Caspian  Sea  region. 
Rim:  The  Soviet  Union  came  to  lead 
the  world  in  oil  production  in  1974 
and  in  gas  production  in  1984,  in  both 
instances  overtaking  the  U.S.  During 
the  1970s  it  raised  its  oil  output  from 
7  million  barrels  daily  to  12  million.  It 
drew  on  previous  big  discoveries  to 
cut  its  reserves/production  ratio  from 
23-to-l  to  13-to-l.  It  peaked  at  12.3 
million  barrels  daily  in  1983  and  now 
is  in  decline.  The  fall  was  2.6%  in 
1985  and  may  reach  5%  yearly  in 
about  five  years.  Gorbachev  and  com- 
pany are  trying  hard  to  reverse  or  at 
least  slow  this  decline. 

About  a  third  of  the  enormous  Sovi- 
et oil  production  comes  from  two  su- 
pergiant  fields:  Romashkino,  discov- 
ered in  1948  in  the  Volga-Urals, 
which  is  the  world's  fourth-largest  oil 
province,  and  Samotlor,  discovered  in 
1966  in  West  Siberia,  the  third-largest 
province.  Output  from  both  super- 
giants  is  falling.  There  isn't  much 
chance  of  other  supergiants  being 
found,  given  the  amount  of  drilling 
already  done  in  their  good  oil  basins. 

The  Soviets  feel  the  onshore  Vilyuy 
Basin  in  Eastern  Siberia  might  have 
lots  of  oil,  but  the  source  rock  is  pret- 
ty deep,  making  the  area  gas-prone 
instead  of  oil-prone.  They  have  found 
mainly  gas  in  the  basins  they've 
drilled.  They  need  oil,  not  gas.  Their 
gas  reserves  already  are  six  times 
those  of  the  U.S. 

The  trouble  with  finding  oil  in 
many  smaller  fields  to  replace  the  few 
giants  and  supergiants  is  that  the  Rus- 
sians are  not  organized  to  produce 
from  many  small  fields.  They  don't 
have  the  mom-and-pop  drilling  com- 
panies we  have  in  the  U.S.,  which  are 


-  always  poking  around  our  basins  and 
are  always  happy  to  find  a  small  field. 

Geologists  have  been  urong  many  times 
before. 

Riva:  If  you're  in  a  room  with  geolo- 
gists and  lawyers  and  economists,  the 
geologists  always  seem  pessimistic 
about  future  discoveries  of  big  fields, 
while  the  lawyers  say  you  can  find 
them  if  the  laws  are  right,  and  the 
economists  say  you  can  find  them  if 
the  price  is  right. 

Nothing  seems  impossible  unless 
you  have  to  do  it  yourself.  The  geolo- 
gists have  to  find  the  oil  prospects. 
There's  a  consensus  in  our  profession 
that  we're  now  seeing  diminishing 
conventional  oil  horizons.  In  the  past 
there  always  was  unexplored  territo- 
ry. But  now  we  recognize  that  there 
are  about  600  sedimentary  basins  in 
the  world.  Most  but  not  all  of  these 
basins  have  been  drilled.  Of  the  600 
basins,  about  400  have  been  looked  at 
extensively.  Of  these  400,  only  a  very 
small  number  produce  large  quanti- 
ties of  oil.  Most  of  these  basins  are 
barren.  There  might  be  200  basins  left 
that  have  been  drilled  either  sparsely 
or  not  at  all,  although  they're  known 
geologically  in  terms  of  their  rock  vol- 
umes, depositional  history  and  struc- 
tural configurations. 

Most  [of  the  overlooked  or  sparsely 
drilled  basins]  are  in  difficult  regions 
like  the  Arctic  or  under  deep  water. 
Or  they're  in  areas  closed  to  drilling 
for  political  reasons,  as  China  was 
until  recently.  The  thing  about  these 
basins  is  that  they're  mainly  small. 
They're  mostly  in  geological  environ- 
ments that  are  not  conducive  to  the 
scale  of  oil  generation  and  entrap- 
ment that  creates  big  fields.  In  nearly 
all  assessments  of  future  oil  discovery 


and  recovery,  these  basins  are  given 
chances.  Numbers  are  assigned  indi- 
cating that  oil  and  gas  may  be  pro- 
duced from  them  some  day.  But  the 
expectations  are  not  high.  When  these 
basins  are  drilled — like  Navarin  off 
Alaska  or  the  Baltimore  Canyon — the 
results  tend  to  be  disappointing. 

Last  year  Fetrobras,  the  Brazilian  state  oil 
company,  found  a  giant  field  in  the  South 
Atlantic  under  3,000  feet  of  water. 
Doesn 't  this  mean  that  there  still  are  sub- 
stantial oil  resources  on  the  world's  con- 
tinental slopes  that  hai  <en  't  been  touched? 
Riva.  Technically  speaking,  it's  diffi- 
cult and  expensive  to  drill  for  oil  and 
to  establish  platforms  and  other  pro- 
duction systems  in  deep  water.  Today 
no  oil  is  being  produced  from  those 
depths  anywhere  in  the  world.  It  will 
be  hard  for  Petrobras  to  get  that  oil. 

\(/'hat  does  the  looming  scarcity  mean  for 
the  future'^ 

Rii'a.  People  will  be  surprised,  as  they 
always  are,  especially  since  prices 
now  are  so  low.  There's  no  greater 
economic  resource  concentration 
than  a  supergiant  field.  It's  the  kind  of 
thing  civilizations  are  built  on.  Since 
it  looks  as  if  few  other  supergiants 
will  be  discovered,  people  are  going  to 
be  poorer  with  scarcity,  unless  there's 
a  technological  breakthrough. 

What  will  happen  is  that  more  hu- 
man and  material  resources  will  have 
to  be  committed  to  produce  energy.  A 
single  well  in  a  supergiant  field  can 
produce  10,000  or  20,000  barrels  daily 
at  a  trivial  cost  in  money,  involving 
the  labor  of  very  few  people.  The 
world  still  has  huge  resources  in  non- 
conventional  oils,  which  can't  flow 
from  a  well.  In  Venezuela's  Orinoco 
heavy  oil  belt,  where  a  trillion  barrels 
are  said  to  be,  you  have  to  bum  a 
barrel  to  get  two  to  the  surface.  Each 
well  may  produce  only  100  barrels 
daily,  so  you'll  need  hundreds  of  wells 
to  get  the  production  you  get  now 
from  one  well  in  a  supergiant  field. 

When  you  get  the  stuff  to  the  sur- 
face, you  have  to  put  it  through  chem- 
ical and  mechanical  processes  to  ex- 
tract the  nickel,  vanadium  and  other 
metals  that  foul  the  refining  process. 
You'll  need  more  equipment  and  in- 
frastructure, employing  thousands  of 
workers  to  produce  the  same  amount 
of  oil  that  used  to  require  just  a  hand- 
ful. This  will  be  a  great  challenge  to 
our  organizational  capacity.  However, 
you  never  know  what  human  ingenu- 
ity can  provide. 

One  thing  it  can 't  produce  is  any  addi- 
tional eas}'-to-get-at  oil. 
Riva:  That's  right.  ■ 


I'lhn  LcvM^  Sidgo  Image  Bjnk 
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Oni3(  27  ssipes-gpiosj*  /vsiliia  fejwe  ewer  been/ouod— 26  in  the  Middle  East. 
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We  appreciate  lite  s  hner  things. 
Most  insurance  companies  depreciate  them. 


Paper,  one  of  the  U.S.  core  industries,  is  the 
latest  target  of  foreign  invasion. 


Here  we 
go  again? 


By  Jean  A.  Briggs 
and  Adam  Snitzer 


WE  HAVE  BEGUN  TO  SEE  early 
warning  signs  that  are  like 
the  signs  available  in  the  auto 
and  steel  industries  30  years  ago." 
This  from  a  top  paper  industry  execu- 
tive, International  Paper  President 
Paul  O'Neill.  This  from  an  industry 
that  was  once  thought  vir- 
tually foreign  competi- 
tion-proof. 

America's  paper  indus- 
try, following  in  the  path 
of  cars  and  steel?  How 
could  this  be?  Paper  has — 
or  had — everything  going 
for  it.  The  world's  richest 
forest  trove  in  its  own 
backyard.  A  superb  cli- 
mate for  renewing  that 
trove.  A  huge  domestic 
market.  The  latest  tech- 
nology— or  so  they 
thought.  "That  was  the 
conventional  wisdom," 
nods  William  Laidig, 
chairman  of  Great  North- 
Nekoosa.   "We  had 


that  of  competing  U.S.  products. 

Zanders  Feinpapiere  A.G.,  a  $325 
million  (sales)  West  German  paper 
producer,  offered  a  glossy  white  paper 
that  was  snapped  up  by  Buick  and 
other  big  consumers  for  brochures. 
Finland's  Fmnpap,  which  distributes 
paper  for  17  Finnish  companies,  sold 
producers  of  Sunday  newspaper  maga- 
zines and  advertising  supplements 


l-c'lled  iiraziluin  eucalyptus  trees 

Whiter,  softer,  growing  faster  than  southern  pine 


ern 

such  a  wide  lead  in  so  many  areas." 

It  all  started  with  the  strong  dollar, 
which  made  foreign  imports  unusual- 
ly cheap.  The  dollar  is  way  down  now, 
but  the  foreign  foot  is  in  the  door.  It  is 
proving  hard  to  dislodge. 

In  1985,  as  the  dollar  strengthened, 
prices  of  internationally  traded  paper 
products  plunged.  The  price  of  pulp, 
for  example,  dropped  nearly  15%. 
With  every  uptick  in  the  dollar, 
droves  of  salesmen  from  such  paper- 
producing  countries  as  Sweden,  West 
Germany,  Italy,  Finland,  Brazil  and 
the  U  K.  deplaned  and  knocked  on 
■j.S.  doors.  Not  only  were  their  prices 
good,  hut  their  products  were  often 
intiov.stive  and  of  a  quality  superior  to 


several  hundred  thousand  tons  of  a 
new  type  of  uncoated  paper  known  as 
supercalendered.  U.S.  demand  for  su- 
percalendered  paper  has  doubled  over 
the  last  two  years. 

David  Tolzmann,  the  Baltimore 
5//;/'s  purchasing  officer,  has  turned  to 
Sweden's  Svenska  Cellulosa  AB  for 
newsprint,  where  the  U.S.'  only  seri- 
ous competitor  had  been  the  Canadi- 
ans. "The  Swedes,"  explains  Tolz- 
mann, "provide  the  most  uniform 
sheet  in  our  press  room." 

From  South  America,  Cenibra,  a 
Brazilian  company  49% -owned  by  a 
Japanese  consortium,  offered  pulp 
made  from  eucalyptus.  This  hard- 
wood, which  comes  from  tropical  ar- 


eas, grows  almost  three  times  as  fast 
as  southern  pine  and  makes  brighter 
white  paper  and  softer  tissue.  The  ap- 
pearance of  eucalyptus  pulp,  worries 
Great  Northern  Nekoosa's  Laidig,  "is 
a  fundamental  change." 

Damage  report:  Foreign  firms,  not 
counting  Canadian  ones,  gained  sig- 
nificant share  of  important  markets; 
5.5%  for  printing  and  writing  paper 
and  6.8%  for  pulp.  In  1983  the  U.S. 
imported  $1.3  billion  more  raw  and 
manufactured  paper  products  (mostly 
from  Canada)  than  it  exported.  Last 
year  the  deficit  was  $3.3  billion. 

Isn't  the  weaker  dollar  helping?  In 
theory,  but  listen  to  Robert  O'Hara, 
executive  vice  president  of  Perkins- 
Goodwin,  which  distributes  paper 
produced  by  West  Germany's  Haindl 
Papier  GmbH.  Haindl's  strategy,  he 
says,  is  to  "select  four  U.S.  mills  and 
sell  at  their  average  [dollar]  price," 
regardless  of  the  exchange  rate.  "Sure, 
U.S.  manufacturers  are  going  to  keep 
the  bulk  of  the  market,"  frets  Fred 
lannazzi,  president  of  paper  consul- 
tants Andover  International  Asso- 
ciates. "But  I'm  afraid  of  the  foreign- 
ers' capturing  the  high  ground." 
The  figures  confirm  lannazzi's 
fears.  Virtually  all  of  the 
1983-85  increase  in  the 
U.S.'  paper  trade  deficit 
can  be  traced  to  increased 
imports  of  manufactured, 
as  opposed  to  raw,  paper 
products.  Imports  of  the 
paper  grade  used  for  com- 
puter paper  and  office  cor- 
respondence are  up  87% 
over  last  year. 

Meanwhile,  several 
countries — including  Ni- 
geria, Belgium  and  Aus- 
tria— are  set  to  bring  on 
additional  papermaking 
capacity  and  may  soon  be 
knocking  on  the  door  of 
the  vast  U.S.  market. 
Good-bye  to  another 
area  of  U.S.  industrial  dominance? 
This  time  the  answer  may  be  differ- 
ent. Forewarned  by  what  happened  to 
other  industries  that  grew  compla- 
cent, U.S.  paper  has  been  on  the  coun- 
terattack. Improvements  in  quality, 
for  example. 

"We  are  reducing,  beyond  levels  we 
ever  thought  possible,  the  variability 
in  our  process,"  reports  IP's  Paul 
O'Neill.  He  cites  the  new  process  the 
company  is  installing  in  its  Ticonder- 
oga,  N.Y.  paper  mill.  The  process  uses 
an  alkalide  chemical  base  instead  of 
the  traditional  acid  base  to  produce  a 
stronger  paper.  The  process,  O'Neill 
notes,  will  give  the  company  in- 
creased flexibility  in  meeting  custom- 


FORBES,  SEPTEMBER  22,  1986 


I 


The  exquisite  Executive  Class  menu  includes 
Stuffed  Quail  and  London  Broil.  Extra-wide  seats  make 


HE  PREFERRED  as.  AIRUNE 

ACROSS  THE  PACIFIC... 
m  THE  FASTEST-GROWING 
\  ACROSS  THE  ATLANTIC! 

I   Once  you  fiave  a  taste  of  Northwest's  Regal 
mperial  service,  you'll  know  why  so  many  international 
fevelers  orefer  to  fiv  our  wav 
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Current  movies.  Stereo  music.  And  more. 

Call  your  travel  agent  or  Northwest: 
800-447-4747  toll-free. 
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)bster  Thermidor  or  New  York  Strip  Steak-and  relax 
ter  dinner  in  reclining  sleeper  seats. 


MCI  has  a  whole  new 
way  to  look  at  long  distance. 


Our  perspective:  youi 
business.  Until  recently,  commu- 
nications was  a  seller's  market.  You  took  what 
was  available,  or  nothing  at  all.  But  times,  and  your 
options,  have  changed.  Because  MCI  looks  at  business  fron 
a  different  perspective.  Yours. 
To  meet  your  needs,  we've  invested  $3  V2  billion  in  the  past  four  years. 
Advanced  to  the  forefront  of  fiber  optic  technology  Developed  the  world's 
most  modern  voice  and  data  network.  You  spoke,  we  listened— and  delivered. 
Wlr,  ?  Our  competition  is  good.  We  have  to  be  better. 
MC!  PRISM'^^':  We  put  you  in  control.  PRISM  was  developed  to  offer  busi- 
nesses of  111  sizes  new  and  expanded  service  exceeding  traditional  WATS.  So  you  can 
devote  yoiu  iime  to  growing  your  business  instead  of  shrinking  your  long  distance  bill: 


Xo  need  for  you  to  . -l  onfigure 
'•>s  t  dlling  patterns .  nge. 


;otai  control  of  your 
irk  through  ours. 


PRISM  provides  WATS-like  coverage,  without  the  need 
to  analyze  your  current  calling  patterns,  or  reconfigure 
your  service  as  those  patterns  change.  And  you 
always  get  our  lowest  available  rate. 

The  PRISM  family  of  services  offers 
businesses  cost-efficient  access  to  interna- 
tional markets,  detailed  call  analysis,  and 
optional  accounting  codes.  No  other  long  dis- 
tance company  provides  such  broad  coverage 
or  demonstrates  a  more  insightful  perspective 
into  your  business  needs. 

The  product  of  our  culture.  MCI  PRISM  rep- 
resents the  essence  of  MCI  thinking.  Nurturing  innovation.  Encouraging  unconventional 
wisdom.  Continually  striving  to  gain  new  perspective  so  you  can  manage  all  your  commu- 
nications more  simply  MCI  people  never  stop  using  their 
network,  hard  work,  and  smarts  to  give  you  more  flexibility 
than  you  ever  thought  possible.  PRISM:  just  one  of  the 
ways  we  compete.  And  because  we  do,  you  win. 


COMMUNICATIONS  FOR  THE  NEXT100  YEARS! 

'MCI  and  the  MCI  logo  are  registered  service  marks  of  MCI  Conimunicalions  Corporation  (MCIC). 
si^MCI  PRISM  and  Communications  For  The  Next  101)  Years  are  service  marks  of  MCIC.  CC  MCIC:  June  1986. 


PRISM'S  rates  are  based  on  mileage. 
You  pay  only  for  the  ground  you  cover. 


er  demands  for  whiteness  and 
brightness. 

Its  recent  purchase  of  Hammermill 
Paper  will  put  IP  squarely  in  the  track 
of  the  foreign  invasion.  Hammermill 
specializes  in  expensive  papers,  the 
market  that  interests  the  foreign  com 
panics  most. 

St.  Paul,  Minn.'s  Pentair,  a  $534- 
million  holding  company  with  four 
papermaking  subsidiaries,  wants  into 
the  1-million-ton-per-year  U.S.  mar- 
ket for  supercalendered  paper,  65%  of 
which  is  now  supplied  by  imports. 
Pentair  is  building  a  plant  in  Duluth 
to  produce  230,000  tons  a  year  of  the 
new  grade. 

U.S.  paper  executives  have  even  be- 
gun to  notice  the  export  market  them- 
selves. As  Gary  Palmcro,  a  top  paper 
industry  analyst  with  Oppenheimer 
&  Co.,  puts  it:  "They  sold  into  it  |thc 
export  market]  when  conditions  were 
tight  and  export  premiums  were  at- 
tractive." The  rest  of  the  time?  They 
concentrated  on  the  rich  home  mar- 
ket. No  longer.  Now  William  Wesson, 
president  of  Scott  Paper  International, 
will  tell  you  that  U.S.  consumers  use 
37  pounds  of  tissue  per  capita  while 
the  rest  of  the  world  uses  10  or  even 
less.  So  where,  asks  Wesson,  do  you 
think  the  growth  will  be? 

To  exploit  that  overseas  potential 
fully,  Wesson  has  been  consolidating 
Scott's  foreign  operations.  In  the  last 
three  years  he  has  bought  out  Scott's 
Italian  partners  and  poured  more  than 
$50  million  into  expanding  Italian  fa- 
cilities. He  has  purchased  affiliates  in 
Spain,  the  fastest-growing  market  in 
Europe.  Scott  has  acquired  full  owner- 
ship of  Bowater  Scott,  the  U.K.'s  big- 


Internutiorial  Paper  kih 

Foreign  competition-proof  no  more. 

gest  tissue  producer,  and  spent  $45 
million  to  protect  its  market  share  in 
toilet  paper. 

Scott's  new  foreign  focus  already 
looks  pretty  smart.  Scott  Internation- 
al contributed  $47.3  million  to  Scott's 
earnings  last  year,  as  against  $6  mil- 
hon  in  1984. 

Westvaco,  too,  likes  the  prospects 
for  foreign  growth.  Under  Chairman 
David  Luke  III,  Westvaco  has  for  years 
been  moving  away  from  commodity 
paper  products,  toward  unique  high- 
margin  packaging  products  that  can 
be  marketed  anywhere  (Philip  Morris' 
fliptop  cigarette  box  is  one  of  the  best 
examples). 

In  order  to  sell  its  products  world- 


wide, Westvaco  has  been  carefully 
building  local  sales  organizations, 
with  special  focus  on  the  Far  East. 
"The  Chinese,"  says  Luke,  "are  not 
i^oing  to  get  optimum  value  on  the 
supermarket  shelf  for  a  product  in  a 
burlap  sack.  They  need  to  put  their 
merchandise  in  modern  consumer 
packaging."  Luke  hopes  to  double 
Westvaco's  sales  staff  in  Japan  and  is 
opening  a  sales  office  in  Hong  Kong. 

International  Paper  President 
O'Neill  says  the  company  is  learning 
to  meet  foreign  specifications  instead 
of  simply  peddling  what  it  already 
makes.  He  tells  a  story:  IP's  liquid 
packaging  didn't  meet  the  specifica- 
tions of  Jujo,  a  big  Japanese  papermak- 
er.  The  company  put  a  team  of  engi- 
neers on  the  problem.  "We  found  the 
specifications  were  not  just  a  hidden 
import  restriction.  They  did  make 
sense,"  says  O'Neill,  noting  the  com- 
pany is  now  selling  liquid  packaging 
to  Jujo  again. 

But  for  now  there  is  plenty  of  pain. 
Great  Northern  Nekoosa's  Laidig  says 
most  U.S.  paper  plants  are  built  to  be 
profitable  when  operating  at  more 
than  90%  of  capacity.  Last  year  oper- 
ating rates  dropped  to  the  borderline, 
down  from  93%  in  1984.  Total  indus- 
try profits  fell  from  $2.5  billion  to  $2 
billion  as  imports  rose.  Industry  prof- 
its have  not  yet  recovered.  In  the  first 
half  of  1986  they  were  down  3.7% 
from  the  year  earlier,  even  though  the 
dollar  has  dropped  32%  from  its  peak 
in  1985. 

Conclusion:  The  paper  industry  is 
wide  awake  and  fighting  back.  But  it 
has  already  lost  lots  of  ground.  Com- 
placency, thy  name  is  disaster.  ■ 


Know  the  enemy 


ust  reading  in  the  paper  industry  these  days  is  a 
report  culled  from  shipping  company  paperwork 
that  details  what  foreign  papermakers  are  selling  here 
and  to  whom. 

Walker  Wiener  Associates,  a  Briarcliff  Manor,  N.Y. 
paper  market  research  firm,  and  Jaakko  Poyry  Oy,  a 
Helsinki  paper  consulting  firm,  prepared  the  study 
after  convincing  some  big  U.S.  papermakers  to  help 
pay  for  it,  to  the  tune  of  $4,850  each. 

The  report  is  being  turned  into  a  continuing  import- 
tracking  system  for  subscribers.  Norman  Wiener,  vice 
president  of  Walker  Wiener  Associates,  explains  that 
he's  able  to  provide  precise  data  on  11  paper  categories 
by  checking  and  reshuffling  information  available 
from  a  Journal  of  Commerce  database.  That  means  U.S. 
nermakers  can  find  out  which  of  their  customers 
:^-:v!ng  foreign  paper,  how  much  they  are  buying 
!  whom. 

^      -l  is  been  shattering  reading  for  U.S. 
i'SP  iy.— J.A.B.  and  A.S. 


Swedish  new^rint  arriving  i>i  Virginia 

The  "must"  reading  is  who  is  selling  what  to 


whom. 
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How  Morgan  used  swaps 
to  reduce  financing  costs  in  four  currencies 
for  a  major  U.S.  corporation 


jjyuLi 


Complex  swaps  involve  many  Morgan  officers.  Among  those  who  have  helped  buUd  Morgan's  leading  position  m  the  swap  market  are.  from  left,  Conrad 
Voldslad.  Michael  Enttioven  (now  in  private  placements),  Peter  Bernard  (now  in  options  trading),  Thomas  Kalans,  Christopher  English,  and  TJ.  Lim. 


The  Morgan  Bank  is  a  world  leader  in 
the  swap  market.  More  and  more  of  the 
laiifest  multinationals  are  choosing  us 
to  arrange  complex,  innovative  swaps 
tliat  reduce  horrowing  costs  and  in- 
crease control  over  interest-rate  and 
foreign  currency  exposures. 

A  major  Fortune  .500  corporation,  for 
<  xample,  recently  sought  ideas  on  pro- 
V  iding  some  $80  million  of  funding  for 
subsidiaries  in  four  F.uropean  countries. 
( )ur  international  funding  experts,  in- 
t  luding  swap  teams  in  New  York  and  Lon- 
don, quickly  structured  an  innovative, 
cost-eifective  package  involving  a  bond 
issue  plus  13  swaps.  Morgan  got  the  deal. 
I  Arranging  the  deal 

First  we  identified  the  least  expensive 
dollar  source  of  funding  for  the  com- 
pany—a dollar-yen  dual-currency  issue, 
with  interest  paid  in  yen  and  the  princi- 
pal in  dollars. 

Then  we  swaj)pcd  the  dual-currency 
lond  cash  Hows  into  v.iriable  rale  finan- 


cing, and  finally  executed  swap  con- 
tracts to  generate  the  Deutschemarks, 
French  francs,  Belgian  francs,  and 
guilders  that  the  subsidiaries  needed. 
Though  the  transaction  invoh  ed  seven 
currencies  and  nine  counteiparties 
in  five  countries,  we  did  it  in  less  than 
three  weeks. 

The  result:  an  estimated  savings  to 
the  client  of  about  '78%  per  year  and 
tighter  control  o\  er  its  long-term  risk. 

Swaps  market  leader 
This  is  one  example  of  the  innovative 
swaps  we  did  for  clients  in  the  past  year 
when  corporations,  governments,  and 
banks  worked  with  Morgan  on  over  $20 
billion  in  swaps,  in  21  currencies.  They 
came  to  us  for  these  kcv  strengths: 
Morgan's  market  presence 
We're  a  leading  participant  in  global 
capital  and  credit  markets  as  well  as  for- 
eign exchange,  government  bond,  and 
bullion  markets.  We  use  our  market 
knowledge  to  match  a  wide  rang(>  of 


opportunities  to  each  client's  needs. 
Morgan's  strong  capital  position 

Our  primary  capital  of  more  than  $6 
billion  enhances  our  role  as  principal 
and  can  reduce  client  costs  and  risks  in 
each  swap  we  arrange.  Because  we  can 
warehouse  large  interest-rate  and 
currency  swap  positions,  we  can  commit 
to  swaps  before  finding  a  counterparty. 

Morgan's  underwriting  capability 
Our  concentration  on  the  international 
capital  markets  has  led  to  a  number  of 
Morgan  inno\  ations,  from  the  first  zero- 
coupon  swap  of  a  discounted  bond  into 
an  FRN.  to  the  first  U.S.Treasurv-stvIe 
auction  in  the  Furomarket. 

Call  in  Morgan 
Challenge  us  with  your  next  coin{)lex 
financing  problem.  Your  Morgan  banker 
will  put  all  of  Morgan's  worldwide  fund- 
ing resources  to  work  for  you. 

Morgan  Ouaranty  Trust  Company, 
23  Wall  Stix-et.  New  York.  NY  lO'Uii 


Membei  FDIC 


The  Morgan  Bank 


There  is  a  feeling — and  some  evidence — that  the  worst  is  over  for 
U.S.  farmers.  But  let  no  one  think  the  good  times  will  roll  again 
soon.  Yes,  the  debt  crisis  is  easing,  but  the  surpluses  are  rising. 


Some  problems 
wont  go  away 


TO:  JWM 

FROM;  JERRY  FLINT,  SENIOR  EDITOR 
SUBJECT:  CRISIS  IN  AGRICULTURE 

Jim:  You  asked  me  to  check  into  the 
so-called  farm  crisis.  Is  the  worst  over, 
as  some  have  reported?  "After  all," 
you  asked,  "we  were  going  to  feed  the 
world.  What  happened?" 

The  good  news — in  answer  to  the 
first  question:  There  is  a  good  chance 
that  the  credit  crunch  among  farmers 
has  gotten  over  the  hump.  Land  prices 
seem  to  be  leveling  out,  and  govern- 


Value  of  U.S. 
agricultural  exports 

(Sbillions) 
$40 


ment  money  is  pouring  into  agricul- 
ture (maybe  $30  billion  in  price  sup- 
ports and  subsidies).  Cash  farm  in- 
come is  pretty  good  with  all  that 
government  money.  Yes,  many  farm- 
ers will  continue  to  lose  their  land 
(and  it  will  be  bought  or  leased  by 
other  farmers),  but  there  is  a  feeling 
that  the  worst  is  over.  "For  those  in 
the  program,  and  with  good  yields,  it 
will  be  a  good  year  in  1986,"  says  one 
of  the  more  insightful  farm  experts 
(economist  Mark  Drabenstott,  Kansas 
City  Federal  Reserve  Bank). 

But,  as  it  turned  out,  feeding  the 
world's  hungry  millions  wasn't  such  a 
good  idea.  First,  a  lot  of  folks  like  to 


feed  themselves,  and  they  have  been 
increasing  their  capacity  to  do  so. 
Maybe  they  aren't  as  healthy  as  we 
are,  those  Indians  and  Chinese,  but 
they  manage  to  get  by. 

Second,  it  turned  out  that  when  the 
price  is  right,  it's  really  pretty  easy  to 
raise  food  production;  Malthus  didn't 
know  much  about  plant  genetics  and 
chemical  fertilizer.  So  there  are  plen- 
ty of  sellers  for  the  buyers. 

Sure,  we  are  the  greatest  grain  ex- 
porter, but  the  other  big  producers 
have  the  same  idea,  so  supply  has 
grown  faster  than  demand.  The  oth- 
ers, for  example,  have  raised  their  pro- 
duction 50%  in  a  decade. 

Last,  lots  of  hungry  folks  that  you 
feel  sorry  for  don't  have  the  money  to 
buy  our  farm  exports  (or  maybe  their 
leaders  spend  their  money  on  really 
important  things,  like  guns,  so  they 


can  remain  leaders). 

If  you  want  to  give  it  all  away,  you 
can  feed  the  world.  But  if  you  want  to 
sell  it,  it's  a  buyer's  market. 

So  what  is  happening  to  U.S.  agri- 
culture right  now? 

The  good  news  is,  as  I  said,  that 
land  prices  and  farm  income  seem  to 
be  bottoming.  The  bad  news  is  that 
the  surplus  problem  will  continue  to 
grow,  meaning  enormous  subsidy 
costs  as  the  grain  and  corn  and  beans 
pile  up.  Drabenstott  says,  "All  you 
have  to  do  is  watch  the  newspapers  in 
December  and  January.  The  CCC 
[Commodity  Credit  Corp.]  is  going  to 
be  looking  for  more  money  to  pay  the 
farmers  for  all  the  crops  they'll  turn 
over  to  the  government."  That's  what 
happens  when  you  want  to  keep  in- 
comes up. 

They'll  be  piling  grain  in  silos,  in 
fields,  and  government  will  pay  for  it. 
There  will  be  schemes  to  cut  produc- 
tion, but  farmers  generally  outwit 
them,  collecting  money  for  idling 
land  or  killing  cows  and  then  getting 
more  production  from  what's  left. 

Within  a  year  or  two  the  big  farm 
stories  won't  be  about  foreclosures 
but   about   the  multimillion-dollar 


subsidy  payments  to  big  farmers. 
We'll  complain,  we'll  investigate,  we 
may  even  tinker  with  the  programs  a 
bit,  but  we'll  keep  growing  more  than 
we  can  eat  or  sell,  and  the  govern- 
ment— us — will  pay  the  bill.  Farmers 
have  a  lot  of  pull.  The  biggest  farm 
state  is  California,  and  California  has 
more  congressfolk  than  any  other 
state.  Next  is  Texas,  and  that's  a  pow- 
er, too.  Third  is  Iowa,  home  of  the 
Iowa  primary.  The  dairy  PAC  (politi- 
cal action  fund)  is  the  11th  biggest; 
they  buy  the  Congress. 

Why  do  we  have  this  problem? 

For  decades,  since  the  turn  of  the 
century,  U.S.  farm  productivity  has 
been  climbing  and  the  farm  popula- 
tion shrinking.  These  are  long-term 
trends,  still  continuing.  Farm  popula- 
tion was  22  million  in  1951,  15  mil- 
lion in  1961,  9.4  million  in  1971,  6.1 
million  in  1980,  5.4  million  last  year. 

Generally,  especially  since  the 
Thirties,  we  have  had  surpluses  in 
food,  and  generally  we  try  to  reduce 
them  by  limiting  production,  and  at 
the  same  time  pass  out  subsidies  to 
keep  incomes  or  prices  up.  We  kill 
pigs  or  dump  potatoes,  store  cheese  or 
give  grain  away.  And  we  pay  farmers 


far  above  market  prices  for  the  stuff  to 
keep  their  incomes  up.  But  we  end  up 
with  too  much  because  subsidies  en- 
courage production.  Ten  years  ago  1 1 
million  cows  produced  120  billion 
pounds  of  milk  (excluding  what  they 
fed  their  own  calves,  of  course);  and 
now  (1984)  slightly  fewer  cows  pro- 
duced 135  billion  pounds,  and  the 
stockpile  has  jumped  from  4  billion 
pounds  to  23  billion  pounds. 

So  are  we  cutting  subsidies?  Not 
really.  Instead  we  are  paying  the 
dairymen  to  kill  their  cows.  And  you 
can  be  sure  that  in  a  year  or  two  the 
fewer  cows  will  be  producing  as  much 
milk  as  before  and  the  stockpile  will 
grow.  Cynical?  No,  practical. 

Remember,  too,  that  in  the  early 
1970s  foreign  demand  jumped.  There 
was  the  Russian  wheat  shortage,  crop 
failures  in  other  producing  areas  (like 
Australia),  a  weak  dollar  (which  made 
our  grains  low-cost)  and  fast-growing 
demand  in  the  Third  World  (fueled  by 
fast  growth  and  easy  credit;  that  is,  we 
lent  them  the  money,  and  they  spent 
it).  Exports  surged  (from  $8  billion 
worth  in  1971  to  $44  billion  worth  in 
1981).  Naturally,  production  grew.  It 
was  just  like  oil;  when  demand  or 


Andrc-w  Christie 


From  boom  to  bust 

U.S.  exports  boomed  in  the  1970s,  thanks  to 
the  Russian  deals  and  Third  World  buying. 
Farmers  borrowed  to  buy  and  plow  more 
land.  In  the  1980s  the  grain  story  was  like 
oil's:  growing  production  worldwide,  slow 
growth  in  demand,  falling  prices,  bust. 


Total  farm  debt 

(Sbillions) 
$210 


Total  acres 
under  production 


prices  jumped,  production 
grew.  And  just  like  oil,  every- 
one thought  there  was  no 
place  to  go  but  up.  All  those 
cars  needed  gasoline,  didn't 
they?  All  those  little  babies 
had  to  eat,  didn't  they? 

Just  as  we  were  wrong  about 
oil,  we  were  wrong  about  food. 
But  like  the  oilmen,  the  U.S. 
farmers  (and  the  foreign  farm- 
ers, too)  geared  up  for  the  nev- 
er-ending boom.  U.S.  farmers 
borrowed  to  buy  more  land 
and  machinery  (farm  debts 
grew  from  $55  billion  m  1970 
to  $212  bilhon  in  1984)  and 
brought  in  more  land,  305  mil- 
lion acres  harvested  in  1971, 
352  million  in  1980. 

Alas,  "golden  lads  and  girls 
all  must,  as  chimney-sweep 
ers,  come  to  dust." 

Price  increases  and  the 
boom  in  demand  prompted 
others  to  increase  their  pro 
duction,  too — that  50%  in- 
crease in  production  among 
the  other  big  growers — while 
the  Third  World  ran  out  of 
money  and  had  to  slow  its 
buying,  and  some,  like  India 
and  China,  increased  produc- 
tion so  they  could  buy  less. 
Then  the  dollar  turned  strong. 


/ini/i>itm  in  the  corn  iit  M/hi/cm>I(1 

Last  year  foreclosures  were  news.  Next  year 

payments  to  richfarmers  will  make  headlines. 


which  boosted  U.S.  prices  and 
gave  competitors  an  edge.  And 
interest  rates  climbed,  which 
put  the  squeeze  on  farmers 
who  were  borrowing  to  expand 
production  just  as  world  com- 
modity prices  fell. 

There  you  have  it.  We  are 
simply  growing  more  than  we 
can  eat  or  sell.  And  barring 
some  change,  some  act  of  God, 
drought  in  the  Ukraine  and 
Australia  and  a  railroad  break- 
down in  Argentina,  all  at  once, 
there  will  continue  to  be  too 
much — too  much  wheat,  corn, 
soybeans,  rice. 

So  we  can  feed  the  world, 
but  only  if  we  want  to  give 
food  away.  Which,  of  course, 
we  already  do  to  some  extent. 
But  that,  too,  creates  critical 
problems.  If  we  go  to  some 
paying  customers,  say  the  Af- 
ricans, and  say,  "It's  free.  We'll 
give  you  all  you  want,"  we  kill 
the  business  of  selling  grain 
for  everyone  and  destroy  farm- 
ers in  the  countries  that  get 
our  "gifts." 

More  than  that,  changing 
tastes  at  home  have  undercut 
our  own  farmers.  With  the  dol- 
lar strong  (making  food  im- 
ports cheap);  with  our  popula- 


The  new 


Tr.^  ARCO  IS  about  to  change  the  way  people  buy  gas  forever  Introducing  Pa 
their  gas  right  at  the  pump  with  an  ordinary  bank  ATM  card.lts  part  of  the  new  ARCC 


tion  wanting  fresh  fruits  and  vegeta- 
bles all  the  time,  not  just  in  season; 
with  farm  labor  costs  growing- — $10 
to  $12  an  hour  for  a  unionized  lettuce 
picker — food  imports  (orange  juice 
from  Brazil,  grapes  from  Chile,  toma- 
toes from  Mexico)  have  mushroomed. 
Now  imports  are  running  at  a  better 
than  $20-billion-a-year  rate,  and  ex- 
ports (largely  wheat,  com,  soybeans, 
cotton,  rice)  are  running  at  a  $27.5- 
billion-a-year  rate  (against  $44  billion 
in  1981).  The  imports  could  drop,  but 
the  recently  weakened  dollar  doesn't 
affect  Mexico  or  Brazil,  and  once 
these  foreigners  have  a  piece  of  the 
market,  they  try  to  hang  on. 

How  do  you  fix  it? 

Theory  A:  Stimulate  the  world 
economy.  Make  the  good  times  roll — 
all  around  the  world.  Balance  our  bud- 
get, cut  those  interest  rates,  get  world 
investment  going,  convince  the  Mexi- 
cans to  stop  persecuting  business- 
men. Let's  all  agree  to  end  protection- 
ism. Then  they'll  be  drinking  more 
orange  juice  in  Japan  and  eating  more 
onion  bagels  in  India.  In  good  times 
people  do  buy  more  than  in  bad  times. 
But  this  is  like  belling  the  cat:  a  great 
idea,  but  who  will  do  it? 

Theory  B:  Life  is  a  cycle,  and  this 
too  shall  pass.  As  in  the  Bible,  Joseph 
said  to  Pharaoh,  "Seven  years  of  great 
abundance  are  coming  throughout  the 


land  of  Egypt,  but  seven  years  of  fam- 
ine will  follow  them."  So  now  is  the 
time  of  plenty;  soon  it  will  change. 
But  suppose  Pharaoh  said  to  Joseph: 
"Okay,  now  1  understand  about  the 
seven  fat  cows  and  the  seven  lean 
cows.  What  I  want  to  know  is,  should 
I  try  to  control  prices?"  Sure,  there's 
probably  something  to  the  cycle  the- 
ory, but  it's  like  waiting  for  a  bus  at  1 
a.m.  in  Brooklyn — there's  going  to  be 
one  eventually,  but  those  three  ugly 
guys  are  coming  toward  me  now! 

Theory  C:  Cut  prices,  move  it  out, 
recapture  our  markets,  teach  those 
European  and  Aussie  buggers  that  we 
can't  be  pushed  around.  We  are  mov- 
ing to  allow  our  export  crop  prices  to 
fall  toward  world  prices.  But  since  we 
don't  want  the  growers'  incomes  to 
drop,  that  means  making  up  the  dif- 
ference with  bigger  subsidies,  because 
prices  are  falling,  thanks  to  all  that 
product  and  too  few  buyers.  Rice  ex- 
ports are  moving  well  that  way.  Of 
course,  we're  paying  the  rice  boys 
$8.30  per  100  pounds  and  it  goes  for 
$3.60  on  the  world  market,  which 
means  we're  passing  out  a  lot  of  big 
checks  to  rice  farmers.  Some  say  let's 
get  together  and  cut  production,  not 
by  forming  an  OPEC,  which  is  nasty, 
but  with  a  nice  decent  GATT.  Maybe 
sometime,  but  not  now.  It's  a  lot  easi- 
er to  reach  agreement  when  every- 


thing is  going  up  and  you're  splitting 
the  loot,  rather  than  when  you're 
sharing  misery. 

Theory  D:  Free  the  market,  stop 
those  subsidies,  let  the  chips  fall 
where  they  may,  the  strong  survive, 
the  weak  go  to  Detroit  to  work  in  car 
plants.  Politically,  it  isn't  going  to 
happen.  Right  or  wrong,  we  believe  in 
the  farm  and  the  soil.  So  does  every- 
one else  in  the  world.  The  French 
protect  theirs,  the  Japanese  protect 
theirs.  We're  subsidizing  the  rich  (73 
dairy  farmers  in  California  will  get  $1 
million  or  more  each  this  year),  you 
say.  So  we  are,  and  don't  we  always? 
The  enormous  cost  of  the  programs 
will  provoke  a  reaction  next  year,  and 
there  will  be  changes,  fine  tuning,  all 
kinds  of  promises.  But  we  aren't  going 
to  stop  the  handouts  now.  It's  also 
pretty  hard  to  operate  in  a  world  mar- 
ket— food  is  a  world  business — and 
try  to  be  a  free  marketer  when  nobody 
else  plays  by  those  rules. 

Theory  E:  The  1970s  were  an  aber- 
ration, so  let's  just  stop  growing  so 
much,  get  rid  of  50  million  acres,  go 
back  to  the  1960s.  Those  clever  farm- 
ers always  manage  to  put  the  rock  pile 
in  the  soil  bank  and  kill  the  cows  that 
have  stopped  giving  milk,  so  they  pro- 
duce as  much  with  less.  If  they  actual- 
ly cut  production,  figure  the  Fren- 
chies  and  the  Aussies  will  produce 
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Big  subsidy,  big  surplus 


Crop  inventories  and  subsidy  costs  grow  because  the  government  wants  to 
hold  farm  income  up  despite  strong  production  worldwide,  slow  growth  in 
buyinj;,  and  falling  prices.  By  harvest's  end,  a  year's  supply  of  corn  could  be 
piled  up,  to  be  reduced  tomorrow  by  more  subsidies. 
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Farm  subsidies,  like  military  weapons,  often  cost  more  than  predicted  for 
the  same  reason:  It's  easier  to  get  by  Congress  that  way.  This  year's  program 
was  to  cost  $17.5  billion,  is  up  to  $26  billion  now  and  could  end  up  $30 
billion  or  more.  Naturally,  the  biggest  farmers  get  the  biggest  checks. 
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even  more  to  make  up  for  our  cut- 
backs. That's  what  happened  three 
years  ago  with  the  last  bright  idea, 
called  PIK,  in  which  we  idled  the  land 
and  gave  the  farmers  grain/corn  from 
government  warehouses  to  make  up 
for  It.  The  foreigners  increased  their 
production,  and  our  warehouse  is 
bulging  again.  You  can't  win. 

So  what's  going  to  happen? 

We  could  add  value,  meaning  ex- 
port bags  of  frozen  bagels  instead  of 
bushels  of  wheat.  We  could  save  bil- 
lions by  killing  nonsense  subsidies, 
the  sugar  subsidy  that  pays  U.S.  cane 
and  beet  growers  21  cents  a  pound 
while  the  world  price  is  5  ccntS;  the 
tobacco  subsidy,  the  dairy  subsidy. 
Sure  we  could.  We  could  also  eat  our 
way  out:  let  every  American  eat  an 
extra  steak  a  week  and  two  extra 
slices  of  buttered  toast  and  a  big  glass 
of  milk  every  breakfast.  But  this 
memo  is  supposed  to  talk  reality. 

So  we'll  try  bits  of  theories  A,  B,  C, 
D  and  E.  We  will  push  our  good 
friends  in  Germany  and  Japan  to  ex- 
pand their  economies  and  promise  to 
get  rid  of  that  budget  deficit — next 
year.  The  farm  population  will  con- 
tinue to  decrease,  and  maybe  10%  of 
the  commercial  farms  will  be  merged 
or  sold,  the  land  won't  be  abandoned, 
just  planted  by  a  new  owner.  There 
will  be  short-term  crop  reduction  pro- 
grams (Son  of  PIK)  and  there  will  be 
land  reduction  programs  that  over 
time — years — will  reduce  the  crops 
and  surpluses.  They  will  probably  be 
reduced  just  about  the  time  the  cycle 
changes  and  the  seven  lean  cows  eat 
up  the  seven  fat  cows. 

The  tractor  business  and  the  fertil- 
izer business  will  continue  slow,  and 
will  have  to  appeal  to  farmers  more  on 
cutting  costs  than  on  expanding  pro- 
duction because  today  farmers  are 
looking  for  ways  to  produce  at  lower 
costs.  Then  again,  before  too  long 
some  of  that  biotechnology  will  start 
producing  even  higher  yields. 

But  with  land,  fuel,  fertilizer  and 
interest  costs  down,  and  government 
payments  up,  most  of  the  farmers  will 
get  by.  Yes,  the  1970s  were  great 
while  they  lasted,  but  they  arc  over. 
There'll  be  such  times  again,  but  not 
for  a -while. 

Jim,  you  are  going  to  say  that  just 
when  everyone  says,  "This  is  going  to 
go  on  and  on,"  it  all  changes.  Well,  it 
could  all  change,  tomorrow,  but  there's 
nosign  of  that  at  this  time.  The  signs  are 
that  the  debt  crisis  is  bottoming  out  and 
the  surplus  crisis  is  on  the  front  burner. 
The  farmers  will  go  on  complaining. 
And  many  of  them  will  be  doing  very 
well  while  others  are  suffering.  So 
what's  really  new? — Jerry  Fhnt 
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With  crafty  acquisitions,  Pat  Ryan  has  built 
himself  a  $5.4  billion,  and  growing,  insur- 
ance conglomerate. 

Turning  mongrels 
into  greyhounds 


By  Ruth  Simon 

In  1982  Patrick  Ryan  merged  his 
$560  million  (assets)  Ryan  Insur- 
ance Group  with  the  flamboyant 
W.  Clement  Stone's  then  sluggish 
Combined  International  Corp.  The 
deal  made  Ryan  the  largest  stockhold- 
er in  Combined,  with  3.5  million 
shares — 11%  of  the  company — worth 
$77  million.  Over  the  next  22  months 
Ryan  bought  another  573,000  shares, 
boosting  his  stake  to  nearly  13%. 

"Some  people  thought  I  was  crazy," 
he  recalls.  But  Pat  Ryan  does  not  grab 
companies  recklessly.  As  president  of 
Chicago-based  Combined,  Ryan  has 
in  just  four  years  transformed  a  lan- 
guishing company  into  a  $5.4  billion 
(assets)  insurance  conglomerate. 
Combined's  earnings  have  climbed  by 
65%  since  the  merger,  while  its  stock 
has  more  than  doubled  in  value,  trad- 
ing recently  at  around  58,  boosting 
the  value  of  Ryan's  personal  stake  to 
$240  million.  Combined's  operating 
earnings  should  climb  12%  this  year, 
to  $181  million,  or  $5.40  per  share. 

W.  Clement  Stone,  widely  known 
for  his  "positive  mental  attitude"  and 
political  contributions  to  conserva- 
tive causes,  founded  Combined  in 
1922.  The  company  specialized  in 
small  accident  and  health  insurance 
policies  sold  door-to-door  by  a  huge 
sales  force.  But  CtDmbined's  insurance 
policies  were  costly  to  market,  and 
consumers  gradually  were  turned  off 
by  the  company's  outdated  products. 
By  1982  the  business  was  stagnating, 
and  the  80-year-old  Stone  was  looking 
for  a  successor. 

Ryan  Insurance,  though  only  one- 
third  the  size  of  Combined  at  the 
time,  was  a  pioneer  m  credit,  accident 
and  l:fc  insurance  sold  through  auto 
dealerships.  The  son  of  a  Ford  dealer, 
Pat  Ryan  turned  the  finsnce  and  in- 
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Altar  boys  to  the  rescue. 

surance  business  into  another  profit 
center  for  car  dealers  by  recruiting  and 
training  salesmen  whose  clean-cut, 
bankerlike  image  earned  them  the 
nickname  "Pat  Ryan's  altar  boys." 

Ryan  and  his  altar  boys  went  to 
work  quickly  on  Combined,  trim- 
ming expenses  and  cutting  the  divi- 
dend payout  rate  for  Combined  stock 
from  66%  of  operating  profits  to  a 
growth-oriented  39%.  (Dividends 
have  increased,  but  more  slowly  than 
under  Stone.)  He  also  brought  more 
class  to  the  board  of  directors,  recruit- 
ing, for  example,  John  Swearingen, 
former  chairman  of  Standard  Oil  of 
Indiana  and  now  chairman  of  Conti- 
nental Illinois. 

Then,  in  a  move  to  diversify  his 
growing  conglomerate,  four  months 
after  the  Combined  merger,  Ryan  paid 
$109  million  for  Rollins  Burdick 
Hunter,  a  $92  million  (revenues)  in- 
surance broker.  Again,  the  timing  did 
not  seem  auspicious:  Rollins  Burdick 
lost  $6.8  million  in  1983.  But  earnings 
quickly  turned  around — to  an  operat- 
ing profit  of  $7.7  million  in  1984,  then 
to  $16.9  million  last  year.  This  year  is 
shaping  up  to  be  another  good  one, 
with  operating  earnings  up  63%,  to 


$14.9  million,  in  the  first  half. 

"It  was  a  stroke  of  genius  on  the 
part  of  Ryan  to  get  into  a  high-profit 
business  when  the  markets  were 
turning  and  the  values  were  at  a  low 
level,"  says  David  O'Leary,  an  insur- 
ance analyst  with  Fox-Pitt,  Kelton. 

Ryan  is  at  it  again.  Last  April  he 
bought  Life  Insurance  Co.  of  Virginia, 
a  small  (revenues:  $536  million)  outfit 
that  has  been  having  its  troubles  late- 
ly. Life  of  Virginia  is  a  prominent  sup- 
plier of  interest-sensitive  policies, 
such  as  universal  life  insurance  aimed 
at  affluent  customers.  Such  policies 
accounted  for  42%  of  the  company's 
revenue  last  year.  But  Life  of  Virginia 
lost  $4  million  on  interest-sensitive 
policies  last  year,  and  lower  interest 
rates  are  making  them  an  even  tough- 
er sale  now.  Ryan,  who  paid  $557  mil- 
lion in  cash  for  Life  of  Virginia,  is 
unperturbed.  "We  like  to  buy  when 
others  are  afraid  and  values  are  low," 
he  says.  Ryan  plans  to  push  the  com- 
pany into  the  black  by — what  else? — 
cutting  expenses. 

Combined  itself  still  has  significant 
soft  spots.  One  weakness  is  its  direct 
response  unit,  which  sells  health  and 
life  insurance  through  direct  mail  and 
nationwide  television  commercials 
featuring  Danny  Thomas.  Its  operat- 
ing profits  fell  13%,  to  $17.7  million, 
for  the  first  half  of  1986. 

Ryan's  biggest  challenge  is  Stone's 
baby,  the  Superior  Policy  Division. 
SPD,  the  mainstay  of  the  old  Com- 
bined, still  sells  whole-life  policies, 
but  that  and  most  of  its  other  lines 
have  been  stagnating  for  more  than  a 
decade.  Perhaps  Life  of  Virginia's 
more  innovative  offerings  will  be  of 
help.  Ryan's  goal  for  SPD  is  10% 
growth.  His  best  so  far?  A  6%  revenue 
increase  in  the  second  quarter, 
squeezed  mostly  from  outside  the 
U.S.  Says  Ryan  of  his  efforts  to  boost 
the  productivity  of  SPD's  7,500-per- 
son  sales  force,  "We're  making  funda- 
mental improvements,  but  the  record 
would  not  indicate  success." 

But  with  its  $100  million  cash  flow, 
SPD  is  also  the  engine  that  fuels  Com- 
bined's growth.  By  using  this  money 
for  acquisitions  and  expansion,  Ryan 
should  cut  the  unit's  contribution  to 
operating  profits  to  36%  next  year, 
down  from  69%  in  1982.  "It  might 
not  have  been  possible  to  do  the  Life 
of  Virginia  deal  if  [Ryan]  didn't  have 
SPD,"  says  Robert  Sterner  of  Chica- 
go's Stciner  Diamond  &  Co. 

Something  similar  could  be  said 
about  Patrick  Ryan.  Without  him, 
Combined  would  be  a  much  smaller 
company,  and  SPD's  rich  stock  of  cap- 
ital might  not  have  been  used  this 
well.  ■ 
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When  61  ,800  building  owners  wanted  comfort  and  efficiency 
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A  vast  and  technically  brilliant  old-line  company  is  trying  to 
learn  mass  marketing  and  faster  reaction  time.  AT&T?  No,  were 
talking  about  Japans  $30  billion  Hitachi 

"We  have 
to  change" 


By  Marc  Beauchamp 

KATSusHiGE  MiTA,  president  of 
Japan's  mighty  Hitachi,  Ltd., 
takes  a  meditative  sip  from 
his  teacup  and  leans  forward  in  his 
chair.  "Wc  cannot  hve,"  he  says 
thoughtfully,  "with  tradition  alone." 
He  pauses.  "I  have  to  make  Hitachi  a 
more  modern  company." 

A  modern  company?  Hitachi  not  a 
modern  company?  It  makes  every- 
thing from  the  latest  consumer  elec- 
tronic products  through  chips  to  su- 
percomputers. Hitachi  (the  name 
means  rising  sun)  is  Japan's  leading 
diversified  manufacturer  of  electronic 
and  electrical  products — it  has 
165,000  employees  and  1986  sales  of 
more  than  $29  billion.  So  what's  Mi- 
ta's  problem? 

In  March  the  company  posted  its 
first  decline  in  sales  in  more  than  a 
decade.  More  disturbing,  profits  sank 
29%,  to  $884  million.  At  the  time, 
Hitachi  management  and  analysts 
rounded  up  the  most  obvious  sus- 
pects: the  too-strong  yen,  the  world 
slump  in  semiconductors  and  China's 
decision  late  last  year  to  slam  the  door 
on  imported  consumer  goods.  Those 
are  the  ills  of  many  Japanese  compa- 
nies. As  Mita  well  knows,  Hitachi's 
particular  problems  go  deeper. 

With  the  exception  of  mainframe 
computers,  almost  across  the  board 
Hitachi's  product  lines  have  either 
matured  or  are  in  weak  demand:  from 
heavy  electrical  equipment  and  roll- 
ing stock  to  chemical  plants,  from 
household  appliances  like  refrigera- 
tors and  washing  machines  to  con- 
sumer electronics  such  as  TVs  and 
VCRs.  "Hitachi,"  notes  Tom  Murtha, 
an  analyst  with  James  Capel  &  Co.  in 


Hitachi's  Kalsi4shif>e  Mita 

V.S.  executives  know  his  problems. 


Tokyo,  "is  poised  in  some  of  the  slow- 
est-growing markets.  Its  margins  are 
eroding."  Indeed:  Operating  profit- 
ability slid  from  nearly  9%  in  1985  to 
just  over  6%  last  year  and  is  sure  to 
fall  further  this  year  (see  chart,  p.  92). 

Reflecting  all  these  negatives,  Hita- 
chi's shares  have  been  laggards  during 
the  Tokyo  Stock  Exchange's  record 
runup.  Hitachi  trades  at  27  times 
earnings,  vs.  a  market  P/E  of  45.  For- 
eign investors,  once  big  boosters  of 
the  stock,  have  been  dumping  it.  They 
now  own  less  than  20%  of  Hitachi 
shares,  down  from  nearly  26%  two 
years  ago.  In  a  recent  survey  of  Japa- 
nese university  students'  most  fa- 
vored companies,  Hitachi  ranked 
1 6th,  down  from  6th  the  year  before. 

Hitachi's  diversified  product  base 
traditionally  had  been  one  of  its  major 
strengths,  cushioning  it  in  down- 
turns. Now  that  diversity  has  become 
a  major  problem.  At  home,  lower- 
than-expected  demand  for  electricity 
has  put  Japan's  ambitious  nuclear 
power  program  in  doubt.  Japan's  steel, 
chemical  and  oil  companies,  all  tradi- 
tional Hitachi  customers,  are  sun- 
set— i.e.,  declining — industries.  The 
debt-burdened  Japanese  National 
Railways  has  slashed  spending  on 
railcars  and  locomotives.  Japan's 
cramped  houses  arc  already  bursting 
with  washing  machines,  air  condi- 
tioners, TVs  and  VCRs. 

Nor  is  relief  in  sight.  The  budget- 
minded  Nakasone  government  is 
holding  off  on  large-scale  public 
works  programs  such  as  roads,  watcr- 
and  sewage-treatment  plants  and 
housing  construction,  traditionally  a 
boon  to  Hitachi. 

Mita  can  expect  little  help  from  ex- 
ports, which  have  fueled  growth  in 
recent  years,  rising  from  18%  of  sales 
in  1977  to  33%  of  sales  in  1985.  Last 
year  exports  slipped  3  percentage 


points,  to  30%  of  turnover.  There's 
more  at  work  than  the  yen — up  55% 
against  the  dollar  in  the  past  year. 
Third  World  debt  and  the  decline  of 
OPEC's  surpluses  have  depressed 
sales  of  power-generating  equipment 
and  industrial  plants.  Sluggish  capital 
spending  in  North  America  and  Eu- 
rope has  crimped  exports  of  industrial 
machinery,  power  equipment  and 
mainframe  computers.  In  the  hardest- 
hit  area,  semiconductors,  Hitachi  ex- 
pects It  will  be  1987  at  least  before 
sales  recover  to  their  1984  levels  ($3.6 
billion). 

In  short,  Hitachi  begins  to  look  not 
so  much  like  a  supposedly  typical, 
aggressive,  fast-growing  Japanese 
company  but  more  like  a  big  and  cum- 
bersome old-line  U.S.  company,  not 
sick  but  no  longer  dynamic.  Hitachi 
has  been  known  in  Japan  as  a  compa- 
ny for  companies.  It  has  supplied  the 
power  and  the  guts  for  many  of  Ja- 
pan's industrial  giants:  turbines,  gen- 
erators and  nuclear  plants  to  electric 
power  companies,  rolling  mill  equip- 
ment to  steelmakers,  cranes  to  ship- 
builders and  ports,  turnkey  plants  to 
petrochemical  companies.  The  sun  is 
setting  on  many  of  Hitachi's  tradi- 
tional clients. 

A  recent  case  in  point  is  Nissan. 
The  automaker  is  having  trouble  at 
home  and  abroad.  Yet  Nissan  ac- 
counts for  more  than  half  of  Hitachi's 
$1.4  billion  auto  components  busi- 
ness. In  an  effort  to  cut  inventory 
costs  at  some  of  its  big  plants,  Nissan 
is  squeezing  suppliers,  Hitachi  among 
them,  treating  the  giant  company 
more  like  a  captive  subcontractor 
than  an  industrial  peer. 

As  a  company  for  companies,  Hita- 
chi never  really  mastered  mass  mar- 
keting, as  did  Matsushita,  Fujitsu  and 
NEC.  Thus,  while  Hitachi  introduced 
one  of  Japan's  first  personal  comput- 
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ChemLink® 
pulls  it  all  together. 

ChemLink  is  well  known  as  the 
widely  used  electronic  balance  report- 
ing systenn.  But  it's  much  nnore  than 
that,  ChennLink  is  your  gateway  to  all 
the  treasury  and  cash  management 
services  you  see  here,  and  many 
others.  It  is  a  secure,  easy-to-access 
system  for  initiating  and  tracking  all 
your  banking  transactions.  And 
ChemLink  is  available  via  the  tech- 
nology you  choose. 

From  originating  funds  transfers  to 
monitoring  securities  movements,  the 
only  name  you  need  to  know  is 
ChemLink. 

Contact  our  specialists  in  New  York, 
Delaware,  Chicago,  Dallas  or  San  Fran- 
cisco. They'll  show  you  how  ChemLink 
can  pull  it  all  together  for  you  in  a  way 
no  other  system  can. 

ChemicalBanc 

The  bottom  line  is  excellence. 
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Senior  Execi/tire  Mci)m^i>ii!,  Director  Hata  (seniicoiditctors),  lixecntiie  Managing  Director  Miiira  I  information  s)Steins) 
In  the  short  term,  costs  are  the  most  urgent  issue. 


ers  nearly  a  decade  ago,  today  it  has 
only  5%  of  the  fast-growing  business 
PC  market,  compared  with  NEC's 
more  than  40% . 

Reflecting  this  preference  for  big 
customers,  Hitachi  has  been  a  big  sup- 
plier of  consumer  electronic  equip- 
ment to  other  manufacturers.  But  this 
strategy  becomes  a  liability  when  cus- 
tomers decide  to  cut  cheaper  deals 
with  the  lower-cost  South  Koreans  or 
Taiwanese.  In  the  U.S.  Hitachi's  big- 
gest customer  for  VCRs  is  RCA,  But 
General  Electric,  which  recently  ac- 
quired RCA,  gets  its  VCRs  from  Ma- 
tsushita. Where  that  leaves  Hitachi  is 
still  a  big  question.  Says  consumer 
products  chief  Shoei  Yashima:  "De- 
spite our  heavy  commitment  to  ex- 
ports [60%  of  consumer  electronics 
were  exported  last  year],  people  don't 
know  our  name." 

When  they  do  know  the  name,  it  is 
not  for  quality  TVs  or  VCRs.  First 
there  was  the  celebrated  1982  case 
when  Hitachi  employees  were  caught 
trying  to  steal  secret  IBM  computer 
plans.  "I  will  never  forget,"  says  the 
wife  of  a  Japanese  business  writer, 
"the  image  of  Hitachi  engineers  being 
led  away  in  handcuffs  by  the  FBI."  For 
that  indiscretion,  Hitachi,  under 
terms  of  a  secret  settlement,  is  be- 
lieved to  be  paying  IBM  $40  million  to 
S46  million  a  year  in  royalties. 


Then,  last  year,  a  confidential  Hita- 
chi memo  on  semiconductor  pricing 
surfaced  in  California,  triggering  a 
chain  of  events  that  led  to  antidump- 
ing duties  being  slapped  on  Japanese 
computer  chips. 

President  Mita,  62,  is  tackling  the 
problems.  Head  of  the  computer  divi- 
sion until  he  was  named  president 
five  years  ago,  Mita  sees  his  role  thus: 
"My  responsibility  is  to  engineer  a 
shift  toward  electronics  and  to  adapt 
to  the  new  business  environment  by 
strengthening  our  marketing  and  dis- 
tribution. We  have  to  change. 

"Costs  are  our  most  urgent  [short- 
term)  issue,"  continues  Mita.  To  bat- 
tle the  Koreans  and  Taiwanese  in  the 
export  market,  Hitachi  is  increasing 
automation  of  domestic  plants.  And  it 
is  moving  production  overseas.  In  the 
past  year  it  opened  a  VCR  plant  in 
southern  California  and  an  auto  parts 
plant  in  Kentucky  (to  be  closer  to  Jap- 
anese carmakers  and  to  sell  to  De- 
troit). It  is  also  building  a  computer 
disk  drive  plant  in  Oklahoma  and  ex- 
panding production  at  its  Dallas  semi- 
conductor plant. 

But  to  refresh  its  product  line  will 
be  costly.  In  the  old  days  Hitachi 
turned  out  one  basic  bullet-train  de- 
sign for  more  than  20  years.  But  prod- 
uct cycles  in  electronics  are  often 
measured  in  months,  not  decades.  As 


a  result,  R&.D  costs  will  continue  to 
rise.  Last  year  R&D  cost  $1.7  billion, 
or  6%  of  sales.  That's  up  from  3%  in 
1977.  "Research  and  development," 
stresses  Executive  Vice  President  and 
Director  Hiroshi  Watanabe,  who  su- 
pervises R&.D  efforts,  "is  the  most 
important  key  for  the  development  of 
Hitachi." 

Yasutsugu  Takeda,  director  of  Hita- 
chi's Central  Research  Laboratory, 
adds:  "President  Mita  wants  R&.D  to 
be  more  market-oriented."  He  points 
to  research  into  flat-screen  television 
technology,  an  erasable  compact  disk 
and  advanced  semiconductor  chips  as 
examples. 

At  Hitachi's  Sawa  Works,  80  miles 
northeast  of  Tokyo,  engineers  are 
building  electronics  into  automobile 
components. 

At  the  nearby  Tokai  Works,  which 
turns  out  430,000  VCRs  and  60,000 
videoeameras  a  month,  Hitachi  engi- 
neers are  also  adding  more  microelec- 
tronic features.  Says  Takashi  Kubota, 
Tokai's  general  manager:  "We  fight 
on  two  fronts:  to  reduce  cost  and  add 
new  value-added  features." 

In  value-added  features,  Hitachi  is 
moving  upmarket  with  large-screen 
(29-inch  and  bigger)  TVs  with  micro- 
chips that  let  viewers  watch  a  second 
image  in  a  comer  of  the  screen.  An- 
other new  product  Hitachi  has  high 
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NOW  IBM  USES 
SATELLITES  TO  TEAC 
TOPLE  HOW  TO  USE  COMPUTERS, 
WE  MADE  IT  HAPPEN. 

fZ-Using  state-of-the-art  satellite  technology,  an  IBM  instructor  ca 
now  reach  classrooms  in  as  many  as  twelve  locations  across 
the  country  simultaneously.  To  accomplish  this,  Hughes 
Communications  worked  with  IBM  to  create  ISEN,  the 
Interactive  Satellite  Education  Network.  ISEN  permits  hundreds 
of  geographically  dispersed  students  to  be  fully  interactive 
with  the  teacher,  questioning  and  answering  as  if  they  were 
in  the  same  room! 

Creating  a  sophisticated  system  like  ISEN  was  an  unparalleled  achievement.' 
Ordinarily,  no  more  than  one  video  image  can  fit  onto  a  satellite  transponder, 
but  our  engineers  used  digitiil  compression  to  place  eight  satellite  signals  onto 

a  single  Galaxy  II  transponder  with  room  to  spare.  That  turned  a 
cost-prohibitive  operation  into  a  cost-effective  one.  Moreover,  we  delivered 
ISEN  as  a  complete  turnkey  system,  designing,  implementing,  monitoring  and 
maintaining  a  satellite  network  that  demonstrates  once  again  how  Hughes  is 
improving  the  way  business  communicates. 

The  use  of  Hughes'  satellites  as  part  of  a  video-education  network  is  a 
breakthrough  in  the  field  of  education,  and  it  represents  a  breakthrough  in 
business  productivity,  too.  Banks,  insurance  firms,  high-technology 
companies,  hospitals,  and  schools  around  the  world  can  all  take  advantage  of 
Hughes'  latest  advances  in  satellite  system  technology.  The  world  just  got 
smaller,  and  Hughes  Communications  made  it  happen. 

Reliability,  innovation,  proven  expertise.  Hughes  Communications.  People 
with  extraordinary  requirements  come  to  us  for  extraordinary  solutions. 


WE  MAKE  IDEAS  HAPPEN. 

HUGHES 

COMMUN ICATIONS 


HUGHES 

AIRCHAFi.  COMPANY 


Subsidiary  of  GM  Hughes  Electronics 


For  further  information  write  PO  Box  92424,  Los  Angeles,  CA  90009  ©  1986  Hughes  Communications 


CSX  has  now  entered  a  new  era  of  growth  potential.  Today  i 
$1 1  billion  giant  is  gaining  even  greater  strength  as  a  leader  in 
lyansportation.  Energy  Technology  and  Properties. 

CSX  Transportation  provides  custom-made  rail  barge,  truck  c  [( 
warehouse  services  to  help  shippers  reach  markets  across  the  cour ; 
and  around  the  world. 

CSX  Energy  directs  activities  in  oil  and  gas  exploration  anc 
development,  operates  natural  gas  pipelines,  and  manages  CSX-owi  ( 
coal  reserves. 


CSX  Technology  is  a  leader  in  computer  inlormation  services,  with 
scommunications  systems  which  include  the  nation's  most  extensive 
er  optics  network. 

And  CSX  Properties  is  a  major  developer  of  real  estate  interests. 
For  more  information  on  the  new 
Dwth  potential  of  CSX  Corporation, 
ite:  CSX  Corporate  Communications, 
).  Box  C-32222,  Department  B-4A, 
:hmond,VA  23261. 

CORPORATION 


stalling  out? 


After  years  of  steady  growth, 
Hitachi  may  be  running  out  of 
steam.  ItsTmost  crucial  divi- 
sions are  faring  the  worst.  The 
lingering  semiconductor 
slump  has  offset  healthy  sales  of 
mainframe  computers.  The 
consumer  products  group  is 
reeling  from  the  muscular  yen 
and  weak  demand  for  mature 
products  like  TVs  and  VCRs. 
The  outlook  for  other  divisions: 
stagnant  or  anemic  growth. 

Consumer 
products 


Information  and  communication 
systems  and  electronic  devices 


Wire  and  cable,  metals, 
chemicals  and  other  products 


Industrial  machinery 
and  plants 


Power  systems 
and  equipment 


Despite  sagging  sales,  Hitachi  must  continue  to  spend  more  on 
research  and  development.  Mita  is  banking  on  microelectronics  to 
save  maturing  product  lines  and  to  keep  Hitachi  on  a  par  with  its 
rivals  in  computers,  chips  and  telecommunications. 


□  Net  sales  (billions  of  yen) 


R&D  expenditures  (billions  of  yen) 
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hopes  for  is  a  video  printer  that  pro- 
duces startlingly  clear  snapshot-size 
prints  from  a  TV  monitor. 

In  semiconductors,  Hitachi  is  mov- 
ing out  of  the  commodity  memory 
chip  business  into  application  specific 
integrated  circuits  (ASICs).  These 
higher-value  chips  now  account  for 
20%  of  production,  while  memory 
chips  have  fallen  from  40%  in  1984  to 
25%  currently.  In  microprocessors,  it 
is  developing  its  own  32-bit  chip. 

The  brightest  spot  is  the  informa- 
tion-processing group,  which  includes 
computers,  office  automation  sys- 
tems and  telecommunications  gear.  It 
accounts  for  some  20%  of  total  sales 
today,  but  computer  division  chief 
Takeo  Miura  aims  to  double  that 
share  by  the  end  of  the  decade.  Hita- 
chi's new  mainframe  line,  the  M680 
series  (equivalent  to  IBM's  Sierra),  is 
selling  well  in  Japan  as  banks  and 
financial  institutions  install  sophisti- 
cated on-line  systems. 

But  in  the  end  Miura's  ambitious 
hopes  for  computer  workstations, 
telecommunications  products  and  of- 
fice automation  systems  will  depend 
on  Hitachi's  software  expertise  and 
marketing  prowess.  There  it  has 
catching  up  to  do.  NEC  and  Fujitsu 
are  further  along,  not  only  in  market- 
ing and  software  development,  but  in 
the  fast-growing  telecommunications 
business  as  well.  Laments  Miura: 
"Unfortunately,  we  are  not  good  at 
selling  small  items.  We've  got  to 
strengthen  our  distribution  system." 

To  do  that  Mita  reorganized  Hita- 
chi's marketing  efforts  in  late  August. 
He  set  up  a  marketing  and  product 
planning  unit  within  the  information- 
processing  group  and  a  similar  unit 
within  the  consumer  products  group. 
Yashima  recalls:  "In  January  Presi- 
dent Mita  said  the  [business]  environ- 
ment would  get  tougher  and  tougher, 
so  he  wants  to  transform  the  corpo- 
rate structure  from  specific  customer 
business  to  mass  customer  business." 

But  the  fact  is  you  don't  turn  a 
heavy  truck  the  way  you  do  a  sports 
car.  Hitachi  is  a  heavy  truck  among 
lapanese  companies.  Most  of  the  ex- 
ecutives came  from  heavy  (power  and 
heavy  industrial  equipment)  sectors. 
It  will  take  more  than  dictums  from 
the  top  to  transform  their  ways. 
Whether  the  sun  will  ever  shine  as 
brightly  as  it  once  did  for  Hitachi  de- 
pends on  whether  Mita  can  change 
habits  without  losing  the  strengths 
that  have  stood  Hitachi  in  good  stead 
for  so  many  years.  It  won't  be  easy.  If 
President  Mita  doubts  this,  he  should 
just  ask  James  Olson,  the  new  chair- 
man of  AT&T,  who  faces  similar 
problems.  ■ 


Wouldn  t  you  like  to  put  your  money  where  many 
financial  professionals  put  theirs? 

You  can. 

The  professionals  come  to  us.  For  personal  needs. 
Anything  from  life  insurance... IRA's... mutual  funds 
to  much,  much  more. 

They  trust  us  with  their  business  needs,  too.  One 
example:  More  companies  come  to  us  for  their  pension 
plan  needs  than  to  anyone  else. 
And  have,  for  25  years. 

Maybe  you  knew  us  as  The  Bankers  Life®  Now  we're 
The  Principal  Financial  Group?'' 
A  new  identity.  To  help  explain  our  growth.  Our  diversi- 
fication. For  over  a  century. 

But  we're  still  the  same  people  financial  professionals 
trust.  When  it's  time  for  them  to  invest  their  own  money. 
Remember  this  when  you're  shopping  for  financial 
services: 

The  more  things  change, 

the  more  you  can  depend  on  usf 


the: 


Financial 
Group 


The  Principal  Financial  Group, 

71 1  High  Street,  Des  Moines,  Iowa  50309. 


Taxing  Matters 


Congress  got  fed  up  with  companies  that 
took  advantage  of  earlier  congressional 
loopholes.  In  retaliation,  it  has  decided  to 
tax  profits  that  dont  exist. 

Paper  profits, 
real  taxes 


By  Laura  Saunders 


Here's  a  novel  idea:  Make  peo- 
ple pay  tax  on  money  they 
don't  have.  Bet  that  would 
raise  a  lot  of  revenue  real  fast. 

It's  no  joke.  Though  the  details 
aren't  clear  and  the  entire  Congress 
won't  vote  on  the  measure  for  a  while, 
the  tax  rewrite  seems  intent  on  doing 
just  that  to  some  companies,  via  a 
stiffening  of  the  corporate  mini- 
mum tax.  Under  the  new  rules, 
firms  that  have  to  pay  it  will,  in 
effect,  owe  a  10%  tax  on  a  "prefer- 
ence," defined  as  the  difference  be- 
tween book  income  and  taxable  in- 
come. Book  income — what's  re- 
ported to  shareholders — often 
differs  from  taxable  income  when  a 
company  uses  tax  shelters  Con- 
gress has  permitted  (when,  for  ex- 
ample, it  buys  municipal  bonds). 
But  there  can  also  be  a  disparity 
from  timing  differences.  A  firm 
may  be  compelled  to  take  a  write- 
off in  one  year  for  shareholder  re- 
porting and  in  another  year  for  tax 
reporting,  notes  Pamela  Pecarich,  a 
Coopers  &.  Lybrand  tax  partner. 

At  Reynolds  Metals,  federal  tax 
manager  Douglas  Jerrold  worries  that 
the  minimum  tax  could  cost  his  firm 
as  much  as  an  extra  $30  million  sim- 
ply because  of  timing  differences  be- 
tween book  and  tax  records.  The  Edi- 
son Electric  Institute  says  the  utility 
industry  may  have  to  pay  as  much  as 
S500  million  in  extra  tax  for  similar 
TCa.sons.  And  money  aside,  rules  on 
book-versus  tax  will  be  mind-bog- 
gling. "Tell  top  executives  to  double 
the  size  of  their  tax  staffs  because  of 


this  one,"  warns  Fred  Goldberg,  for- 
mer chief  counsel  of  the  IRS,  who 
recently  joined  Skadden,  Arps,  Slate, 
Meagher  Flom. 

The  origin  of  this  mess  is  congress- 
men's embarrassment  caused  by 
headlines  about  companies  that  pay 
no  taxes,  even  though  they  report 
profits  to  their  shareholders.  Law- 
makers determined  never  again  to 


have  to  face  citizens  with  signs  pro- 
claiming, "I  pay  more  taxes  than  GE. " 

The  solution  was  a  stiffer  mini- 
mum tax  ensuring  that  all  firms 
would  pay  some  tax.  Inclusion  of 
book-tax  differences  in  the  mini- 
mum-tax computation  is  a  novel  stiff- 
ener.  It's  supposed  to  generate  per- 
haps $25  billion  over  the  next  five 
years  all  by  itself. 

The  tax,  unfortunately,  could  crush 
hapless  taxpayers  between  the  SEC 
and  the  IRS.  Here's  a  real  example:  In 
1985  the  management  of  Reynolds 


Metals  wrote  down  $387  million 
worth  of  factories  as  uneconomic. 
The  Financial  Accounting  Standards 
Board  (and  thus  the  SEC)  requires  the 
writedown  to  be  disclosed  to  share- 
holders and  deducted  from  earnings  as 
soon  as  management  realizes  it  has  a 
white  elephant  on  its  books.  Hence 
Reynolds  took  a  $387  million  write- 
down last  year  in  its  financial  report 
to  shareholders. 

The  IRS,  on  the  other  hand,  won't 
let  Reynolds  deduct  those  losses  from 
Its  taxable  income  until  they  actually 
occur;  i.e.,  workers  are  laid  off,  pen- 
sions paid  and  doors  locked.  To  the 
taxmen  this  makes  sense.  Otherwise 
firms  could  claim  losses  far  in  ad- 
vance of  when  they  actually  happen. 
As  it  happens,  the  bulk  of  that  write- 
off— perhaps  $300  million — may  not 
come  until  after  1986  on  Reynolds' 
tax  books. 

Now  see  what  happens:  For  1987 
and  later  years  Reynolds  may  show 
book  profits  far  in  excess  of  its  taxable 
income,  because  it  has  already  taken 
the  writeoff  on  its  books.  If  it  gets 
stuck  with  the  minimum  tax  it  will 
have  to  pay  10%  of  the  difference  to 
Uncle  Sam.  "Where  is  the  tax  prefer- 
ence?" splutters  Jerrold. 

Often,  timing  differences  that 
give  rise  to  a  book-versus-tax  dis- 
crepancy work  in  the  taxpayer's  fa- 
vor. The  company  earns  money 
now  but  delays  tax  by  claiming 
accelerated  depreciation,  for  exam- 
ple. But  timing  can  run  painfully  in 
reverse.  The  classic  victim  is  the 
landlord  collecting  rent  in  ad- 
vance. A  public  company  with  ad- 
vance-lease income  this  year  will 
pay  tax  on  the  income  this  year. 
Come  1987,  when  FASB  compels  it 
to  report  those  payments  not 
earned  until  1987,  the  landlord 
winds  up  with  a  higher  book  in- 
come than  tax  income.  Result:  The 
taxpayer  gets  nailed  for  using  "tax 
n  preferences." 

Why,  you  may  wonder,  is  it  neces- 
sary to  have  two  sets  of  books  at  all? 
Says  FASB  staffer  James  Leisenring, 
"The  accounting  system  tries  to  mea- 
sure income,  and  the  tax  system  tries 
to  raise  revenue  and  spur  certain  eco- 
nomic and  social  changes." 

The  good  news  is  that  the  tax  on 
book  income  is  slated  to  disappear  in 
three  years.  The  bad  news  is  that  it 
will  be  replaced  by  a  similar  tax  on 
"earnings  and  profits,"  an  even  murk- 
ier concept,  which  will  raise  the  same 
amount  of  money.  ■ 
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er  copier 
could  duplicate 
this  document!' 


eonardo  da  Vinci 


Team  Xerox 


Introducing  the 
Xerox  1012  Marathon. 

Xerox  presents  a  true  original  in  the 
world  of  copiers:  the  industry's  first  and  only 
three-year  warranty.  Thats  twelve  times 
longer  than  the  competition  s 
best— just  three  months. 

We  made  the  1012  so  reliable 
by  giving  you  less  of  what  makes  copiers 
break  down.  Like  a  less  complicated  paper 
path  for  months  between  paper  jams. 

We've  also  eliminated  developer  that 
usually  needs  professional  replacement.  And 
invented  a  dual  cartridge  system  so  simple, 
you  can  change  it  yourself 
But  the  1012  also  gives  you  more  than 
you'd  expect.  Crisp,  clean,  Xerox-quality 
copies  time  after  time.  Double  the 
usual  paper  capacity  with  two 
universal  paper  trays.  Optional 
reduction  and  enlargement. 
And  the  support  of  Team  Xerox 
every  step  of  the  way 
To  learn  more  about  the  1012  and 
its  unprecedented  three-year  warranty, 
call  on  the  only  company  with  the 
nerve  to  offer  it.  Xerox. 

Xerox  brings  out  the  genius  in  you. 


I  I'd  like  to  learn  more  about  the  1012  Marathon  and  its 
unprecedented  three-year  warranty. 

□  Please  send  me  more  information. 

□  Please  have  a  sales  representative  contact  me. 
Send  this  coupon  to:  Xerox  Corporation, 
PC.  Box  24. Rochester,  NY  14692. 


NAMI- 

TITLE 

COMPANY 

ADDRESS 

CITY 

STATE 

ZIP  PHONE 

If  you  can't  wait,  call 

1-800-TEAM-XRX,  ext.  284A 

^»4A  ( 1-800-832-6979,  ext.  284AI  152-9/22-86J 

XEROX®  and  1012  are  trademarks  of  XEROX  CORPORATION 


On  the  Docket 


Hyping  an  investment  can  ensnare  a  gull- 
ible client.  Now  it  can  also  get  the  unwaiy 
huckster  hauled  into  court. 

Let  the  seller 
beware 


By  Linda  Cecere 

II  YOUR  BROKER  tclls  you  a  Com- 
modities investment  can  make 
you  rich,  is  that  normal  sales- 
man's hype  oi  can  you  act  on  his  word 
and  go  out  and  buy  that  SO  toot  yacht 
you've  always  wanted; 

A  recent  tedcial  court  decision  in 
New  York's  Second  Circuit  addresses 
that  very  issue  of  when  ovevzealous 
salesmanship  can  wind  up  becoming 
outright  traud.  Vhc  case  -liuny  Scixc 
V.  /■  /  llNltoii  &  (,o  Im  .  Scot!  A  lion- 
ani  iDul  ll(infJC)   As-Mx/W/cs,  /;/c  -  in 
volves  the  solicitation  ot  a  commod 
itics  trading  account,  and  the  message 
for  brokers  is  plain;  Be  careful  about 
hyping  an  investment,  because  even  a 
little  hype  can  get  a  brokei  in  a  lot  of 
hot  water. 

The  Second  Circuit  ruling  affirms  a 
series  of  earlici  decisions  by  the  Sev- 
enth Circuit  in  Chicago,  global  head- 
quarters tor  commodities  trading,  and 
extends  their  collective  effect  to  the 
financial  capital  of  the  world.  Says 
Dennis  Klejna,  director  of  enforce- 
ment at  the  (.\)mmodity  Futures 
Trading  Commission  (CF  l'C),  it's  al- 
ways important  when  the  Second  Cir- 
cuit speaks,  and  it's  now  saying  a  bro- 
ker can  be  pn)secutcd  under  the  anti- 
fraud  provision  ot  the  Commodity 
Exchange  act." 

Saxc,  owner  of  an  upstate  New 
York  electrical  contracting  business, 
maintained  a  discretionary  stock  ac- 
count with  Hutton  for  two  years. 
Whci'  he  suffered  heavy  losses  in  the 
'--ccour;',  Saxc  {t)ld  his  lirokct  to  place 
his  fu!iCs  in  safe,  ciMiscrvative"  in- 
vtoarior/is.  Saxc's  biokei  thereupon 
^d-.  ;scci  huTi  to  open  a  commodities 


trading  account  at  }-langcr  Associates, 
which  operated  a  computerized  trad- 
ing program  that  the  broker  said 
would  be  custom-tailored  to  Saxc's 
investment  goals  An  estimated 
$200,000  in  Saxc's  stock  account  was 
transferred  to  a  discretionary  account 
at  Hanger 

But  that  account  soon  began  losing 
money.  Saxe  called  Hanger  directly 
and  was  reportedly  advised  to  stick 
with  the  account  Saxc's  lawyer  says 
that  his  client  was  told  that  any  losses 
he  experienced  would  be  recovered  by 
the  end  ot  the  ycai  Upon  suffering 
further  losses,  Saxc  was  told  he  was 
not  a  suitable  invcstoi  ioi  the  Hanger 
trading  program.  Saxc  says  a  Hutton 
lawyer  assured  him  he  would  be  re- 
funded for  his  losses,  but  no  compen- 
sation was  given.  Now  that  the  Sec- 
ond Ciicuit  has  ruled  that  Saxe  has 
legal  grounds  for  a  fraud  suit,  the  case 
has  been  remanded  toi  trial  on  tiie 
merits. 

For  the  CFTC,  the  Saxc  decision  "is 


very  significant  because  it  confirms  a 
fairly  radical  changing  trend  in  the 
law,"  says  the  agency's  general  coun- 
sel, Kenneth  Raisler.  "Many  brokers 
think  It's  okay  to  advertise  'You  Can 
Make  a  Million,'  but  the  Saxe  deci- 
sion puts  them  on  notice  that  they 
can  be  held  accountable  for  certain 
claims  made  prior  to  the  opening  of  an 
account." 

The  issue  of  when  sales  puffery  be- 
comes outright  fraud  will  continue  to 
be  resolved  on  a  case-by-case  basis, 
says  the  CFTC's  Klejna,  and  the  ques- 
tion that  needs  to  be  answered  each 
time  IS  whether  a  reasonable  person  is 
likely  to  accept  at  face  value  rosy  prof- 
it projections  given  to  him  prior  to 
opening  an  account.  In  short,  the  Sec- 
ond Circuit  confirmed  that  when  in- 
vestors claim  fraud  in  account  solici- 
tation, they  have  the  right  to  be  heard 
in  court.  And  that's  important  be- 
cause, when  it  comes  to  enthusiastic 
salesmanship,  the  investment  broker- 
age and  commodities  community  is 
in  a  class  by  itself — horror  stories 
abound. 

Take  New  York  City-based  busi- 
nessman Rony  llan,  who  thought  he 
could  make  a  million  based  on  what  a 
broker  at  Shearson/Amcrican  Express 
told  him.  "The  broker  didn't  tell  me 
the  risks.  She  made  me  believe  it  was 
like  a  savings  account.  Almost  every 
other  day  she  would  come  to  my  of- 
fice for  more  money-  S3, 000,  $4,000, 
$5,000,"  recalls  llan.  The  case  is  now 
in  arbitration. 

Or  what  about  Philadelphia  busi- 
nessman Ronald  Kieffer,  who  moved 
$4S,000  of  stock  investments  into  a 
commodities  account  at  the  sugges- 
tion of  his  broker  at  E.F  Hutton. 
Kieffcr  subsequently  lost  $26,000  dur- 
ing a  wild  25-minutc  "free  tall"  when 
the  silver  market  collapsed  in  1982. 

"My  wife  and  friends  all  said, 
'You're  gonna  get  it'  -  and  1  did,"  says 
Kieffcr,  recalling  how  his  broker  kept 
telling  him  how  he  had  made  millions 
for  one  guy.  "My  bnikei  was  very 
stubborn  and  persuasive  He  would 
bang  his  fist  on  the  desk  and  say  how 
bonds  would  go  to  90."  In  tact,  Kieffer 
wound  up  losing  a  total  ot  $53,000, 
which  was  only  partially  offset  by  a 
1984  out-of-court  settlement  for 
$26,000. 

For  brokers,  the  message  in  the  tale 
seems  clear  enough;  Watch  for  unre- 
strained enthusiasm  m  your  sales 
pitch  to  clients,  since  turning  up  the 
heat  to  clinch  a  deal  mighi  get  you 
hauled  into  court  for  fraud  ■ 
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f  you're  planning  to  do  business  in  Germany, 
/ou  should  look  for  at^ank  that  understands 
3  bit  more  than  just  German  business. 


You  need  an  interna- 
ional  bank  that's  at  home  in 
3ermany.  A  bank  that  can  not 
3nly  help  you  with  the  complex- 
ties  of  the  German  market,  its 
aws  and  regulations,  but  can 
also  appreciate  the  implica- 
:ions  for  your  international 
Dusiness.  A  bank  that's  large 
enough  to  offer  you  all  the  fi- 
nancial services  you  need,  yet 
flexible  enough  to  produce 
detailed  solutions  to  specific 
national  problems.  We  are 
3ermany's  second  largest 
3ank,  with  1,000  domestic 
branches,  and  over  eighty  of- 
fices worldwide.  After  being  in 
international  business  for  more 
:han  a  century  we  work  for 
about  100,000  companies. 
yVe  can  offer  you  a  profound 
knowledge  of  German  busi- 
ness -  and  a  bit  more. 


resdner  Bank 

Bank  with  imaginatio 


The  beauty  of  a  picture  that  is  this  faithful  to  the 
original  is  the  beauty  of  Toshiba  digital  technology. 

Toshiba's  new  generation  of  color  TVs  and  VCRs 
uses  microprocessors  to  digitally  enhance  the  broad- 
cast signal.  Optimizing  clarity  contrast  and  color 
Minimizing  ghosting  and  video  noise.  Ensuring  crisp, 
clear  images. 

Digital  technology  enhances  every  product  we 
create.  From  medical  equipment  to  home  electronics, 
office  automation  to  heavy  electric  equipment. 

Over  100  years  of  technological  innovation  has 
made  Toshiba  the  ninth  largest  electric  and  electron- 
ics manufacturer  in  the  world. 

At  Toshiba,  we're  choosing  a  better  tomorrow, 
creating  the  products  that  improve  the  quality  of 
our  lives. 

The  proof  is  right  in  front  of  your  eyes.  Making 
a  "Portrait  of  a  Peasant"  look  like  a  million  bucks. 


Simulated  image. 


In  Touch  with  Tomorrow 

TOSHIBA 


A  mixture  of  Ted  Turner  and  Horatio  Alger,  Dhirubhai  Amhan^ 
outrages  India's  establishment  while  building  a  business  thai 
could  compete  anywhere  in  the  world. 

"A  lot  of  American 
companies 
are  like  taxis" 


I'll.  11.  IV  hi  Dilip  Mi  lif 


Reliance  /ndustncs  Chairman  Dhirajla!  (nbiruhhai)  Anibaiii 
From,  rmihing  to  $1  billion  a  year  in  two  decades. 


By  Subrata  N.  Chakravarty 


IT  GRADUALLY  DAWNS  On  WcStCm 
ers  that  there  is  a  lot  more  to  Indi£ 
than  yogis,  thuggish  Sikh  killers 
and  the  Taj  Mahal.  India  has  the  po- 
tential of  becoming  a  world  economic 
power.  One  of  its  greatest  assets  in 
this  respect  is  its  millions  of  entrepre- 
neurs. Among  these  no  one  matches 
Dhirubhai  Ambani,  a  chunky,  jovial 
53-year-old.  In  two  decades  Ambani 
has  built  his  Reliance  Industries  Ltd. 
from  nothing  into  a  $I-billion-a-yeai 
textile  company,  mastering  in  the 
process  not  only  India's  red-tape 
brand  of  socialism  but  the  powerful 
business  establishment.  Reliance  is 
third  in  size  among  nongovernment 
corporations  in  India  and  second  in 
profits.  Given  its  average  return  on 
equity  of  over  50%  per  year  since  it 
went  public  nine  years  ago,  it  is  likely 
India's  most  profitable  company.  Last 
year  Reliance  earned  over  $59  million 
on  sales  of  $593  million. 

Says  Ambani:  "Please  understand, 
to  have  success  traditionally,  you  re- 
quire education  or  money  or  family 
background.  I  didn't  have  education,  I! 
didn't  have  money  and  I  didn't  have 
family  background.  So  people  say: 
'Where  did  this  (jerk]  come  from?'  " 

He  came  from  the  tiny  village  of 
Chorwad  in  the  western  Indian  state 
of  Gujarat,  the  son  of  a  schoolteacher. 
Dhirajlal  Hirachand  Ambani  (Dhiru 
bhai  is  an  honorific  nickname)  had  to 
forgo  higher  education  for  lack  of 
money.  Instead,  at  the  age  of  16,  he 
shipped  out  for  the  Arabian  peninsula 
city  of  Aden,  where  a  village  acquaint 
ance  had  secured  him  a  job  working 
for  a  French  trading  firm  as  a  clerk  at  a 
gas  station.  Eight  years  later  he  was 
the  marketing  manager  for  Burmah 
Shell  products.  Most  Indians  would 
have  clung  happily  to  so  secure  a  job 
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Independence  is  a  powerful  asset 


Total  Assets,  $7.9  Billion.  Revenues,  $2.6  Billion.  Shareholders'  Equity,  $2.3  Billion. 


General 
Re 


Americans  Largest  Reinsurance  Group 


I;  ©1986  General  Re  Corporation,  Financial  Centre,  Stamford,  CT 


Anilxijii  c.xcrcisni!^  0)1  /he  /ionihcn'  iralcifroii/ 
Giving  the  Indian  business  establishment  Jits. 


with  a  dependable  salary.  Not  Am- 
bani.  He  wanted  his  own  business.  He 
quit  and  worked  for  a  while  represent- 
ing people  whose  insurance  claims 
had  been  rejected,  splitting  any  settle- 
ment he  was  able  to  negotiate.  He 
returned  to  India  in  1958  and  began 
exporting  commodities  to  Aden: 
ginger,  cardamom,  turmeric,  fabric, 
anything  anyone  wanted  to  buy. 

He  has  never  looked  back.  The  key 
to  Ambani's  success  is  that  he  has 
combined  the  traditional  shrewdness 
and  hustle  of  the  Indian  business  class 
with  an  almost  American-style  entre- 
preneurial brashness  and  self-confi- 
dence and  a  lapanese  willingness  to 
invest  in  new  technology.  Most  Indi- 
an businessmen  are  content  to  sit  be- 
hind the  protective  wall  that  the  Indi- 
an government  has  erected  to  keep 
out  imports,  raking  in  profits  from 
selling  frequently  shoddy,  high-priced 
products  based  on  obsolete  technol- 
ogy. Far  from  suffering  under  India's 
rigid  government  controls  on  busi- 
ness, most  businessmen  have  learned 
how  to  profit  from  the  rules  and  regu- 
lations. Ambani  is  no  exception,  but 
what  makes  him  different  is  that  he 
does  not  let  government  help  make 
him  lazy  and  timid.  For  the  textile 
industry,  which  has  grown  slow  and 
complacent,  Ambani  has  provided 
real  competition.  No  wonder  the  Indi- 
an business  establishment  gnashes  its 
teeth  over  the  brash  Dhirubhai. 

His  investors,  however,  love  the 
man.  Until  a  recent  spate  of  govern- 
ment  actions   aimed   at  Reliance 


caused  the  stock  price  to  plunge,  the 
stock  sold  at  a  heady  28  times  1985 
earnings  in  a  market  where  a  more 
typical  price/earnings  ratio  is  10.  Reli- 
ance has  rewarded  shareholders  hand- 
somely. Anyone  who  resisted  the 
market's  skepticism  when  the  com- 
pany went  public  in  1977  and  invest- 
ed 1,000  rupees  (Rs),  then  around 
SI 25,  and  purchased  the  debentures 
and  additional  shares  offered  along 
the  way,  would  have  an  investment 
worth  $13,000 — a  small  fortune  for  an 
ordinary  Indian.  Today  over  1.5  mil- 
lion people — one  investor  in  four  in 
India — are  investors  in  Reliance, 

It  has  been  a  hard  if  rapid  climb  to 
the  top.  At  first  Ambani  couldn't  af- 
ford an  office,  so  he  rented  a  desk  for 
two  hours  a  day.  He  and  his  family 
lived  in  a  "chawl" — a  large  building 
with  tiny  one-  or  two-room  apart- 
ments crammed  ten  or  more  to  a 
floor,  sharing  communal  lavatories — 
in  a  Bombay  slum.  Ambani's  son 
Anil,  27,  recalls  that  as  children  he 
and  his  brother,  Mukesh,  29,  had  to 
share  clothes,  their  only  playground 
the  squalid,  teeming  alleyways. 

As  any  Indian  businessman  must, 
Ambani  learned  early  how  to  work 
government  controls  to  his  advan- 
tage. To  encourage  the  earning  of 
scarce  foreign  exchange,  the  govern- 
ment decreed  that  any  foreign  ex- 
change generated  by  exports  could  be 
used  to  import  other  goods.  Ambani 
exported  spices  and  brought  in  rayon. 
Later,  when  rayon  was  being  manu- 
factured in  India,  he  exported  rayon 


SHERATON 


IN  THE 

CONTINENTAL  U.S.: 
ALASKA; 

Anchorage  Sheraton 
Anchorage  Hotel 

ARIZONA; 

Tucson  Sheraton 
Tucson  El 
Conquistador  Golf 
and  Tennis  Resort 

CALIFORNIA; 

SOUTHERN  CALIFORNIA 
Los  Angeles. 

MIramar  Sheraton 

Hotel 

Sheraton  Grande  Hotel 
Sheraton  Plaza  /T\ 
La  Reina  ^ 
Sheraton  Premiere 
Hotel 

Sheraton  at 
Redondo  Beach 
(Opening  Winter  1987) 
Sheraton  Universal 
Hotel 

Palm  Springs, 
Sheraton  Plaza 
Palm  Springs  Resort 
and  Racquet  Club 

San  Diego/Harbor  Island 
Sheraton  Grand  on 
Harbor  Island  /-tn 
Sheraton  Harbor  w 
Island  Hotel 

NORTHERN  CALIFORNIA 
Monterey  Sheraton 

Monterey 
San  Francisco, 

Sheraton  at 

Fisherman's  Wharf 

Sheraton  Palace  Hotel 

COLORADO; 
Denver,  Sheraton  /T\ 

Denver  Airport  ^ 
Steamboat  Springs, 

Sheraton  Village 

Inn  &  Conference 

Center 

CONNECTICUT: 
Hartford  Sheraton 

Hartford  Hotel 
Stamford  Sheraton 

Stamford  Hotel  & 

Towers 

DISTRICT  OF 
COLUMBIA: 
Sheraton  Carlton  Hotel 
The  Sheraton 
Grand  on  Capitol  Hill 
Sheraton 
Washington  Hotel 

FLORIDA: 

Miami  Beach/Bal  Harbour 

Sheraton  Bal  Harbour 
Orlando/Disney  World 

Sheraton  World 
Palm  Coast, 

Sheraton  Palm 

Coast  Resort 

ILLINOIS: 

Cfiicago  Sheraton  Plaza 

LOUISIANA; 

New  Orleans, 
Sheraton  New  Orleans 
Hotel  &  Towers 

MARYLAND; 
Baltimore  Sheraton 
Inner  Harbor  Hotel 

MASSACHUSETTS: 
Boston  Sheraton 
Boston  Hotel  &  Towers 


NEW  JERSEY: 

East  Rutfierford 

Sheraton 

Meadowlands  Hot 
(Opening  Septembe 

NEW  YORK; 

New  York  St.  Regis 

Sheraton  Hotel 

The  Sheraton 

Centre  Hotel  & 

Towers 

Sheraton  City 

Squire 

Sheraton  Russell 
Hotel 

NORTH  CAROLINA: 

Greensboro 
Sheraton 
Greensboro  Hotel 

OKLAHOMA; 
Tulsa  Sheraton 
Kensington  Hotel 

PENNSYLVANIA: 
Pfiiiadelphia 

Sheraton 

Society  Hill 

(Now  Open) 

TENNESSEE; 

Nastiville,  Sheraton^ 
Music  City  Hotel 

TEXAS; 

Dallas  Sheraton 
Dallas  Hotel  & 
Towers 
Sheraton  Park 
Central  Hotel  & 
Towers 

UTAH: 

Salt  Lake  City, 
Sheraton  Triad 
Hotel  &  Towers 

VIRGINIA: 
Richmond,  The 

Jefferson  Sheraton 

Hotel 

WASHINGTON: 
Seattle  Seattle 

Sheraton  Hotel  & 

Towers 

IN  HAWAII: 

Hawaii,  Sheraton 

Royal  Waikoloa 

Hotel 
Kauai  Sheraton 

Coconut  Beach 

Hotel 

Sheraton  Kauai 

Hotel 

Sheraton 

Princeville  Hotel 
Maui  Sheraton  Maui 

Hotel 
Molokai,  Sheraton 

Molokai  Resort 
Oahu  Royal  Hawaiian 

Hotel 

Sheraton 

Makaha  Resort 

and  Country  Club 

Sheraton 

Moana  Hotel 

Sheraton  Princess 

Kaiulani  Hotel 

Sheraton 

Waikiki  Hotel 

Surfrider  Hotel 

IN  CANADA; 

NOVA  SCOTIA; 
Halifax  Halifax 
Sheraton 

ONTARIO; 

Toronto  The 

Sheraton  Centre 
Hotel  &  Towers 


MISSOURI;  QUEBEC: 
St  Louis,  Sheraton  Montreal,  Le  Centre 

St.  Louis  Hotel  Sheraton  Hotel  & 

Sheraton  West  Port  Inn  Towers 

And  other  fine  locations  worldwide. 
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A/HEN  IT  COMES  TO  BUSINESS 


EATTLE  SHERAION  HOTEL  &  TOWERS,  WA  /  DOWNTOWN  LOCATION  IN  CENTRAL  BUSINESS  DISTRICT  /  841  ROOMS  &  SUITES/ 3  RESTAURANTS,  3  LOUNGES/ 26  MEETING  ROOMS 

COME    TO  SHERATON 


At  Sheraton,  we  know  you  need  more  than  a  place 
to  stay  when  you  travel  on  business.  You  need  o 
hotel  that  has  made  a  commitment  to  the  business 
traveler.  Sheraton  has  mode  that  commitment. 

SEAHLE  SHERATON  HOTEL  &  TOWERS,  Washington: 
Spectaculorskyscraper  hotel,  located  in  downtown 
Seattle,  with  fabulous  restaurants,  entertainment, 
rooftop  pool,  health  club,  and  luxurious  Towers 
accommodations. 

SHERATON  ANCHORAGE,  Alaska:  Luxury  accom- 
modations, in  a  downtown  location,  featuring  fine 
restaurants  and  a  fully  equipped  health  club. 
SHERATON  DENVER  AIRPORT,  Colorado:  Conven- 
iently located  near  the  Stapleton  International 
Airport  and  featuring  fine  cuisine,  entertainment, 
and  an  indoor  Olympic-sized  pool. 
SHERATON  TRIAD  HOTEL  &  TOWERS,  Utah:  Located 
near  Temple  Square  in  downtown  Salt  Lake  City 
with  fine  restaurants,  live  entertainment,  year- 
round  pool,  health  club  and  luxurious  Towers 
accommodations. 


SHERATON 
INTERNATIONAU 
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JOIN  SHERATON 
CLUB  INTERNATIONAL  " 

The  world's  most  rewarding  guest 
recognition  and  award  program. 
Call  800-247-CLUB. 

Sheraton  Club  International '  is  a  registered 
service  mai1<  of  The  Sheraton  Corporation 


Sheraton 

The  hospitality  people  of 

ITT 

800-325-3535 

Or  call  your  Travel  Agent. 


Ri'licmcc  fiic/nstries'  complex  in  Pcitcilgangci.  onlside  Bombay 

A  modem,  efficient  complex  that  could  compete  with  any  in  the  world. 


■i 


and  imported  nylon.  Still  later,  he  ex- 
ported nylon  and  imported  polyester. 
The  imports,  being  scarce,  command- 
ed high  margins:  300%  was  routine, 
although  Ambani  once  made  as  much 
as  700%.  Says  Ambani:  "We  exported 
rayon  at  a  loss  because  the  whole  pur- 
pose was  to  get  an  import  license  for 
nylon.  It's  fashionable  to  complain 
about  government  restrictions.  We 
took  the  restrictions  as  an  opportuni- 
ty. If  the  rules  against  nylon  importa- 
tion weren't  there,  I  could  not  have 
made  the  money." 

Reliance  began  manufacturing  in 
1966  with  four  warp-knitting  ma- 
chines and  70  employees.  Ambani  de- 
termined from  the  beginning  to  have 
the  best  equipment  available.  Today 
Reliance's  textile  division  in  Naroda, 
Gujarat  em.ploys  10,000  workers 
churning  out  2.50,000  square  meters 
per  day  of  fabrics  ranging  from  shirt- 
ing to  suiting  in  one  of  the  most  tech- 
nologically advanced  textile  mills  not 
just  in  India  but  in  the  world.  Few 
machines  are  more  than  seven  years 
old.  Most  Indian  mills,  says  Anil  Am- 
bani,, .a  voluble  chemist  with  an 
M  B. A.  from  Wharton,  have  decades- 
old  equipment  that  would  require 
45,000  workers  for  the  same  output. 


Having  started  manufacturing  to 
get  exportable  product  to  earn  foreign 
exchange,  Ambani  discovered  the  do- 
mestic market.  He  found  the  market 
controlled  by  cloth  wholesalers  who 
preferred  to  deal  with  established 
companies.  Okay,  so  Ambani  would 
do  his  own  distribution.  Today  his 
Vimal  brand  of  fabrics  is  sold  through 
thousands  of  retail  outlets  and  is  easi- 
ly the  industry's  bestselling  brand. 
Now  Reliance  has  turned  its  atten- 
tion from  exports  to  the  equally  valu- 
able but  easier  matter  of  import  sub- 
stitution. Why  buy  abroad  what  India 
cfan  produce  at  home — at  least  when  a 
person  like  Ambani  is  involved? 

In  order  to  provide  yarn  to  make  the 
polyester  fabric.  Reliance  bought  the 
latest  polyester  filament  yarn  tech- 
nology from  Du  Pont  and  set  up  a 
10,000-ton-per-annum  plant  at  a  300- 
acre  site  at  Patalganga,  not  far  from 
Bombay.  The  complex  is  supervised 
by  Dhirubhai's  elder  son,  Mukesh,  a 
soft-spoken  chemical  engineer  with 
an  M.B.A.  from  Stanford.  Du  Pont 
would  have  taken  two  years  to  set  up 
a  plant  of  that  size,  but,  working  with 
a  small  project  team,  Mukesh  did  the 
job  in  just  18  months.  For  generally 
somnolent  India,  that  was  a  remark- 


able achievement.  Going  still  further 
upstream,  Mukesh  is  now  overseeing 
the  construction  of  plants  to  manu- 
facture purified  terephthalic  acid  and 
monoethylene  glycol,  both  raw  mate- 
rials for  polyester.  In  the  future,  the 
Ambanis  say,  they  hope  to  integrate 
all  the  way  back  to  natural  gas. 

Ambani  was  close  to  India's  late 
prime  minister,  Indira  Gandhi,  and 
even  closer  to  many  of  those  around 
her.  This  helped  Ambani  cut  through 
the  horrendous  Indian  red  tape  of  in- 
dustrial licensing  and  get  permission 
to  build  economically  sized  plants. 
Reliance's  new  polyester  staple  fiber 
plant  has  an  installed  capacity  of 
60,000  tons;  the  next  largest  plant  has 
a  capacity  of  15,000  tons.  Reliance's 
plant  cost  Rs  1.7  billion.  The  other, 
Ambani  says,  cost  Rs  800  million. 

Apart  from  lower  capital  costs  and 
lower  production  costs.  Reliance  also 
benefits  from  India's  socialist  bent  for 
protecting  the  inefficient.  Price  con- 
trols are  set  to  protect  the  smallest, 
least  efficient  manufacturer,  which 
gives  Reliance  far  higher  margins 
than  it  might  otherwise  command. 
Ambani's  government  contacts  have 
also  helped  protect  him.  Shortly  after 
Reliance's  polyester  filament  yarn 


Your  cash  management  landscape. 
Designing  a  better  way  across  it. 


The  Cash  Pro"  family  of  cash  management 
services  now  includes  an  important  new 
product.  It's  our  CashPro  Treasury  System:  a 
microcomputer  based  system  that  goes  fur- 
ther than  other  systems  in  recognizing  the 
fact  that  every  customer's  needs  are  different. 

The  CashPro  System  features  a  powerful 
integration  capability  that  allows  you  to  pull 
data  from  all  the  System's  modules,  rather 
than  just  a  few.  This  enables  you  to  easily  cre- 
ate and  analyze  relationships  between  all 
facets  of  your  treasury  and  cash  manage- 
ment operations. 

Our  treasury  management  specialists  help 
identify  your  needs  and  match  them  with  a 
customized  solution.  Once  installed,  the  sys- 
tem further  allows  you  to  customize  output 


without  the  need  for  programming  experts. 

In  addition  to  our  treasury  management 
software,  we  can  provide  a  full  complement 
of  collection,  disbursement,  concentration 
and  reporting  services. 

Learn  how  our  CashPro  System  truly  can 
streamline  your  treasury  operation:  freeing 
you  from  administrative  tasks  and  better 
equipping  you  to  make  treasury  manage- 
ment decisions.  Call  us  at  1-800-845-8884,  or 
contact  the  nearest  of  our  13  offices. 


ABNOLASALLE" 

Your  Corporate  Banking  Bridge. 


ABN  Bank  ollices  in  Atlanta.  Boston,  Chicago  Houston  Los  Angeles  Miami  New  York,  Pittsburgti  San  Francisco,  Seattle  I.aSalle  National  Bank  Chicago  a  subsidiary  ot  ABN  Bonk 
ABN  Bank  Canada  ollices  in  Toronto  Montreal  Vancouver  CashPro  is  a  registered  trademark  ol  LaSalle  National  Bank       c  1986  LoSnlle  National  Bank 


And  we  were  the  first  to 
recognize  it. 

Senior  Citizens  are  the 
fastest  growing  part  of  our 
population.  Growing  twice  as 
fast  as  any  other  age  group. 
With  twice  the  buying  power  of 
the  under  35  market.  So  our 
subsidiary,  Southwestern  Bell 
Publications,  created  the  Silver 
Pages®  The  first  nationally 
marketed  directories  designed 
just  for  Senior  Citizens. 

And  today,  The  Silver 
Pages®  are  the  fastest  growing 
directories  in  the  country.  By 
the  end  of  1987  they'll  be 
reaching  nearly  20  million 
people,  in  over  90  markets 
nationwide.  They're  one  of  the 
reasons  our  publishing  com- 
pany is  growing  so  fast. 

But  not  the  only  one.  We're 
also  producing  maps,  campus 
guides,  even  directory  software 
systems.  Because  opportunity 
can  knock  anywhere. 

Making  the  most  of  what 
we  know  best. 


Southwestern  Bell 
Corporation 


Dopcrtumty 


plant  went  into  produc- 
tion in  1981,  import  du- 
ties on  the  yarn  sudden- 
ly shot  up  sharply. 

Reliance  is  diversify- 
ing in  a  big  way.  Under 
construction  or  on  the 
drawing  boards  are  plans 
for  plants  to  manufac- 
ture other  petrochemi- 
cals like  linear  alkyl 
benzene  (a  synthetic  de- 
tergent), polyvinyl  chlo- 
ride and  high-density 
polyethylene.  Also 
cranking  up,  with  li- 
cen.ses  granted  but  tech- 
nical collaborations  still 
to  be  negotiated,  are  pro- 
jects for  the  manufac- 
ture of  television  picture 
tubes  and  glass  shells. 
Awaiting  approval  are 
applications  for  further 
projects  calling  for  $1 
billion  in  investment. 

In  buying  technology. 
Reliance  is  tied  firmly  to 
the  West,  but  that  does 
not  neccesarily  mean 
buying  from  the  U.S.  Re- 
liance IS  Du  Font's  larg- 
est customer  for  polyes- 
ter technology,  but  the 
Ambanis  complain  that 
many  U.S.  companies 
are  unsatisfactory  to  do 
business  with.  Says  Mu- 

kesh  Ambani,  who  se-   

lected  Imperial  Chemical  Industries' 
PTA  technology  over  Amoco's:  "A  lot 
of  American  companies  are  like  taxis. 
They  put  the  meter  down  and  say: 
'We'll  give  you  a  license,  and  we'll 
give  you  these  five  books.  You  pay  us 
$4  million,  and  that's  the  end  of  it.  We 
don't  care  what  you  do  with  it.  See 
you.'  And  the  meter  goes  up.  We  are 
not  looking  for  that  kind  of  a  relation- 
ship at  all." 

Reliance  has  ambitious  plans  for 
1986  and  1987.  By  the  end  of  April 
1987,  when  India's  investment  tax 
credit  runs  out,  Anil  Ambani  esti- 
mates that  Reliance  will  have  invest- 
ed $833  million,  with  a  further  $333 
million  to  come  in  the  balance  of 
1987.  Unlike  most  Indian  companies, 
Reliance  has  counted  very  little  on 
banks  and  institutions — most  of 
which  are  government  owned.  Instead 
Ambani  tapped  the  private  market, 
which  proved  to  be  far  larger  than 
anyone  ever  imagined.  Reliance's  de- 
benture issues,  both  nonccnvertible 
and  convertible,  have  all  been  over- 
S'oibscribed  several  times. 

Reliance  was  the  first  company  in 
India  to  offer  zero  coupon  bonds  and 


Anil,  Dhiruhhcii  and  Mnkvsb  Ainhani 
The  sons  also  rise. 


convertible  debentures.  When  the 
company's  debt-to-equity  ratio  got 
uncomfortably  high.  Reliance  got  per- 
mission to  convert  the  nonconvert- 
ible  debt,  thereby  exchanging  debt  for 
equity.  Most  radical  of  all,  Reliance  in 
1982  began  capitalizing  its  interest 
payments  on  construction  loans.  That 
increased  the  depreciation  and  invest- 
ment allowances  and  avoided  a  corpo- 
rate minimum  tax. 

Far  ahead  of  the  Indian  pack  in  fi- 
nance. Reliance  is  equally  ahead  in 
planning  for  the  future.  In  the  long 
run,  it  is  no  more  wed  to  textiles  than 
Dhirubhai  Ambani  was  to  his  steady 
job  as  a  clerk  in  Aden.  "If  we  want  to 
expand,  we  have  to  diversify,  and  we 
have  to  build  up  different  lines,"  he 
says.  Adds  Anil:  "At  one  time  textiles 
was  our  main  business.  Now  it's  pet- 
rochemicals. Ten  years  down  the  road 
we  may  just  divest  from  textiles." 

In  a  society  that  doesn't  have  the 
American  antipathy  to  conflict  of  in- 
terest, the  greatest  threat  to  the  Am- 
banis' future  may  come  from  the  po- 
litical sphere.  Ambani's  influence 
with  Rajiv  Gandhi's  government  is 
not  nearly  as  great  as  it  was  with 


Rajiv's  mother,  Indira 
One  reason  may  be  thai 
a  cabinet  member,  th^ 
minister  of  railways, 
Madhav  Rao  Scindia,  is  a 
major  investor  in  Relian 
ce's  principal  competi- 
tor, Bombay  Dyeing  & 
Manufacturing  Co.  Per- 
haps coincidentally,  per- 
haps not,  some  new  gov- 
ernment policies  seem 
specifically  aimed  at 
Ambani — notably  the 
retroactive  prohibition 
of  capitalization  of  inter- 
est and  the  recent  an- 
nouncement that  non- 
convertible  debt  will  nc 
longer  be  convertible  tc 
equity.  Things  happen 
this  way  in  India. 

Moreover,  Rajiv's  gov- 
ernment, while  general- 
ly pro  business,  has  been 
much  more  willing  than 
its  predecessor  to  get 
tough  with  businessmen 
believed  to  be  sailing 
close  to  the  legal  wind. 
In  common  with  almost 
every  big  businessman, 
Ambani  is  under  investi- 
gation, in  his  case  for  the 
purchase  by  mysterious 
foreigners,  whom  some 
believe  to  have  been 
front  for  Ambani  him- 
  self,  of  some  7%  of  Reli- 
ance stock  in  1982  and  for  the  alleged 
diversion  of  bank  loans  made  to  Am- 
bani family  companies  to  purchase 
Reliance  debentures  in  1985.  Various 
government  agencies  are  probing  the 
bizarre  transactions.  Those  setbacks 
have  caused  Reliance's  stock  to  tum- 
ble from  a  high  of  Rs  392  in  June  to  Rs 
314  recently. 

Only  53,  Ambani  suffered  a  stroke 
last  February  from  which  he  remains 
physically  somewhat  impaired.  Fortu- 
nately, Reliance  is  not  a  one-man 
show.  In  addition  to  carefully  selected 
professional  managers  and  his  two 
brothers,  Ambani  has  been  fortunate 
in  his  two  sons,  who  are  bright,  artic- 
ulate and  very  involved.  Still,  Ambani 
says,  "If  I  couldn't  work,  I'd  go  mad. 

Ambani's  volatile  son.  Anil,  bris- 
tles at  the  establishment  skeptics 
who  question  Reliance's  future:  "Peo- 
ple who  have  not  been  able  to  get 
licenses  talk  like  this.  People  who 
have  not  been  able  to  implement  their 
projects  talk  like  this.  People  who  are 
unable  to  market  their  products  talk 
like  this."  Ambani  simply  breaks  into 
an  infectious  giggle  and  continues  to 
give  his  competitors  fits.  ■ 


Continued  strong  stock  markets  and  a 
weak  dollar  are  what  this promiyient  Swiss 
banker  sees  ahead.  Heres  his  suggested 
investment  strategy^ 

A  gnome 
named  Gut 


By  Ben  Weberman 


How  DO  THE  GNOMES  of  Zurich 
feel  about  the  world  economy 
these  days?  If  Rainer  Gut, 
chairman  of  Credit  Suisse,  is  typical, 
the  answer  must  be:  moderately  opti- 
mistic, but  extremely  cautious.  Gut 
says:  "I  think  we  are  going  to  have  a 
good  1986  and  probably  way  into  1987 
worldwide.  The  benefits  of  lower  en- 
ergy prices  have  not  made  themselves 
felt  yet,  but  ultimately  will.  This  will 
carry  economic  activity  positively 
into  next  year  without  undue  infla- 
tion. Interest  rates  don't  have  much 
further  to  come  down,  possibly  even 
firming  slightly  during  the  second 
half.  We  have  already  been  experienc- 
ing such  a  firming  in 
Switzerland." 

Stocks?  Gut  speaks 
for  his  bank  when  he 
says:  "The  cream  is  off 
the  stock  market,  80% 
to  85%  of  the  rise  is 
behind  us.  Overall,  I 
am  not  negative  on  the 
stock  markets  because 
companies  have  been 
able  to  raise  capital  at 
very  advantageous 
rates  over  the  past  18 
months,  and  that  will 
be  felt  in  earnings 
down  the  road." 

German  stock  mar- 
kets, the  bank  predicts, 
should  encounter  flag- 
ging investor  interest 
through  the  fourth 
quarter  because  of  up- 
coming parliamentary 
elections.  In  Japan 
shares  of  capital  goods 
companies  and  those 
engaged  in  exports 
should  be  avoided. 


In  Switzerland  share  prices  should 
rise,  based  on  the  country's  strong 
economy  and  that  of  its  trading  part- 
ners. The  bank's  analysis  points  out 
that  there  is  scope  for  a  rally,  given 
the  restrained  trend  of  the  Swiss  mar- 
kets since  the  start  of  the  year.  Insur- 
ance shares,  though  prices  have  rock- 
eted, are  still  cheap,  particularly  Zu- 
rich Insurance  Co.  and  Swiss 
Reinsurance  Co.  Prices  of  big  Swiss 
bank  issues  are  also  reasonably 
priced. 

Overall,  investors  should  remain 
fairly  fully  invested  with  a  relatively 
low  level  of  liquidity.  That's  for  the 
next  six  months  or  so.  Looking  fur- 
ther down  the  road,  though:  When 
inflation  does  climb  again  in  1987-88, 


Credit  Suisse's  Chairman  Rainer  Gut 

hazard's  money  would  be  better,  "but  here  I'm  number  one. 


says  the  report,  "it  is  likely  that  the 
knell  will  be  tolled  for  the  bull  on  the 
equity  markets." 

Gut:  "The  thing  that  worries  mc 
most  is  that  we  have  been  in  an  unbe- 
lievable bull  market  for  financial  as- 
sets, and  we  could  move  into  a  time 
when  some  of  the  excesses  have  to  be 
corrected.  Some  of  the  values  in,  say, 
mortgage-backed  securities  or  auto  re- 
ceivables will  have  to  be  given  back. 
Fixed-income  values  have  been  creat- 
ed based  on  certain  interest  rates.  And 
if  interest  rates  come  down,  suddenly 
something  is  missing  because  you 
don't  have  those  high-yielding  assets 
anymore." 

Currencies?  Gut  says  the  dollar 
over  the  next  12  months  should  bo 
weaker  against  the  Swiss  franc,  for 
example,  while  the  yen  should  be 
slightly  firmer  and  the  mark  stable. 

Interest  rates  will  move  upward, 
perhaps  by  fall,  but  certainly  no  later 
than  the  spring  of  1987.  Combine  a 
weak  dollar  with  a  probability  of  ris- 
ing interest  rates,  and  the  bank  con- 
cludes that  international  investors 
ought  to  avoid  U.S.  bonds. 

According  to  an  internally  circulat- 
ed analysis,  a  Swiss  investor  in  dollar- 
denominated  bonds  with  a  nominal 
interest  rate  return  of  7.7%  would 
lose  6%  in  the  exchange  rate  against 
the  dollar  over  the  second  half  ol 
1986,  and  get  an  almost  invisible 
0.2%  real  interest  return.  Allowing 
for  appreciation  of  currencies  against 
the  dollar,  U.S.  investors  should  be 
able  to  get  11.5%  on  yen-denominat- 
ed bonds,  8.9%  for 
deutsche  mark  issues 
and  7.9%  for  Swiss 
franc  issues. 

There  is  nothing 
magic  about  Swiss  in- 
vestment forecasts; 
Swiss  are  no  more  in- 
fallible than  other  peo- 
ple. But  a  Swiss  banker 
like  Gut  is  worth  hear- 
ing, if  for  no  other  rea- 
son than  the  sheer 
clout  that  his  institu- 
tion exercises.  Credit 
Suisse  of  Zurich,  a  S46- 
billion  (asset)  bank,  has 
under  active  manage- 
ment for  investment 
clients  at  least  $75  bil- 
lion, and  perhaps  as 
much  as  SI 50  billion. 
That  places  Credit 
Suisse  well  ahead  of 
the  $50  billion  or  so 
managed  by  Citicorp, 
the  leading  American 
bank  in  this  field. 
Credit  Suisse'si 
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HOW  TO  BE  A  HEAVIER  HITTER 


At  Met  Life  we  do  it  by  encour- 
aging each  and  every  employee  to 
think  big. 

We  call  it  the  Quality  Improve- 
ment Process. 

This  is  how  it  basically  works: 
Every  employee  helps  choose  his  or 
her  own  goals,  based  on  customer 
needs.  Bigger  goals  than  ever  set 


before.  Then  the  employee  also  helps 
develop  plans  to  reach  them. 

We  know  it's  important  to  our 
people  to  be  the  best  they  can  pos- 
sibly be. 

It's  important  to  our  customers, 
also.  Met  Life's  Quality  Improvement 
Process  is  designed  to  bring  them 
extraordinary  service. 


SETMET.ITPAVS. 

Metropolitan  Life 

^JSr  AND  AFFILIATED  COMPANIES 


Metropolitan  Life  Insurance  Co.  NY  NY 


WOODSTOCK:  <e  1965  United  Feature  Syndicate  Inc. 


Raincr  Gut  is  somewhat  unusual- 
among  Swiss  bankers  in  being  U.S.- 
trained.  He  has  considerable  Wall 
Street  experience  and  an  aggressive 
approach  to  bank  expansion  and  in- 
vestment. These  are  quite  unusual  for 
Swiss  executives.  His  top  priority  is 
development  of  worldwide  invest- 
ment bankmg  and  money  manage- 
ment for  institutions  and  for  individ- 
uals. He  believes  the  future  of  his 
bank  lies  less  in  hiding  behind  the 
Swiss  reputation  for  secrecy  and  cau- 
tion than  in  getting  into  the  forefront 
of  world  investment  banking  and 
money  management.  Times  change. 

Gut  is  a  former  partner  in  New 
York's  Lazard  Freres,  Swiss-born,  but 
married  to  an  American.  Though  an 
administrator,  Gut  agrees  fully  with 
the  bank's  policy  that  investment  de- 
cisions should  rely  heavily  on  funda- 
mentals for  guidance,  along  the  line 
laid  down  by  Graham-Newman  in 
their  classic  text.  Look  for  under- 
priced  issues  with  inherent  values — 
in  currencies  as  well  as  securities. 

Gut  left  Lazard,  as  did  so  many  oth- 
ers, because  he  finally  came  to  the 
conclusion  that  he  was  paying  too 
high  a  price  in  aggravation  for  the  big 
money  he  was  earning.  The  last  straw 
was  when  he  was  summoned  by  the 
late  Andre  Meyer  in  the  middle  of  a 
family  trip  in  Canada's  Laurentian 
Mountains.  Meyer  didn't  just  request. 
He  sent  for.  The  senior  partner  sent  a 
seaplane  to  take  Gut  to  the  nearest 
telephone.  When  Gut  reached  him, 
Meyer  simply  asked  when  he  was  re- 
turning, because  he  had  some  matters 
to  discuss  with  him.  End  of  conversa- 
tion. End  of  patience. 

Gut  quit  and  took  a  job  in  1970 
with  Credit  Suisse's  New  York  affili- 
ate, Swiss  American,  which  was  then 
trying  to  develop  its  investment 
banking  business  in  the  U.S.  He  was 
about  sixth  from  the  top  in  the  bank 
in  1977  when  losses  totaling  about 
Si. 2  billion  were  discovered  in  fraud- 
ulent banking  and  foreign  exchange 
trading  in  a  branch  at  Chiasso.  The 
top  man  resigned,  leaving  Gut  in  line 
for  the  chairmanship  on  the  retire- 
ment in  1983  of  Oswald  Aeppli. 

Would  he  have  made  more  money 
remaining  at  Lazard?  "Yes,  but  at 
Credit  Suisse  I  am  number  one,"  he 
says.  At  the  bank  he  has  been  intro- 
ducing American  ways  of  investing. 

Thanks  to  Gut,  Credit  Suisse  has  a 
60%  interest  in  Credit  Suisse  First 
Boston  Corp.  of  London,  which  in 
turn  owns  35%  of  New  York's  First 
Boston  Corp.  This  interest,  worth 
about  $364  million  today  based  on 
First  Boston's  recent  stock  price, 
would  be  worth  about  S700  million  at 


three  times  book  value  where  recent 
financings  such  as  Morgan  Stanley's 
have  been  trading.  The  First  Boston 
investment  was  arranged  in  1978 
largely  on  the  insistence  of  the  Ameri- 
can-minded Gut  and  over  the  objec- 
tions of  many  fellow  directors. 

Gut  was  also  responsible  for  what 
Salomon  Brothers  analysts  describe  as 
a  "capital  markets  strategy  to  supple- 
ment the  bank's  domestic  wholesale 
base."  Under  Gut,  Credit  Suisse  be- 
came the  first  major  Swiss  financial 
firm  to  enter  the  West  German  mar- 
ket in  1985,  when  it  acquired  two 
medium-size  banks.  Credit  Suisse, 
through  a  partnership  with  Mitsui 
Trust,  IS  one  of  the  nine  foreign  banks 
allowed  to  engage  in  trust  banking  in 
Japan.  Credit  Suisse  also  owns  85%  of 
Buckmaster  &  Moore,  one  of  Lon- 
don's medium-size  stockbrokers. 

Credit  Suisse  has  more  than  1,000 
account  executives  in  Switzerland  to 
handle  portfolios  for  clients,  much  as 
Merrill  Lynch  or  Kidder,  Peabody  do 
in  this  country.  Swiss  banks  have  no 
Glass-Steagall  prohibitions  against 
underwriting  and  marketing  corpo- 
rate issues. 

For  large  American  investors,  in 
1984  Credit  Suisse  established  Swiss- 
American  Asset  Management  Inter- 
national, registered  with  the  Sccuri- 


By  Hesh  Kestin 

Tl  HROUGH  HIS  INABILITY  tO  COmC 
to  terms  with  the  challenge  of 
America,  George  III  lost  for  Brit- 
ain the  greatest  market  the  world  has 
known.  Which  brings  us  to  candy  and 
soda  pop. 

Twice  as  old  as  the  house  of  Wind- 
sor, Cadbury-Schweppes  Pic.  is  the 
world's  third-largest  in  soft  drinks,  af- 


ties  &  Exchange  Commission.  Swiss 
American  is  still  almost  tiny 
handling  only  SI 00  million.  Clearly 
It  has  lots  of  room  to  grow. 

A  number  of  quite  good  stock  pick 
ers  think  Credit  Suisse  itself  is  a  goot 
buy  right  now.  Thomas  H.  Hanley 
chief  bank  stock  picker  at  Salomor 
Brothers,  says  that  "shares  of  Credit 
Suisse  are  attractively  valued,  com- 
pared with  those  of  its  domestic  com- 
petitors and  similarly  situated  inter 
national  counterparts.  Traded  ir 
Switzerland  currently  at  Sw.fr.3,77( 
($2,271 1,  the  shares  sell  at  24  times 
estimated  1986  earnings."  But  if  all 
hidden  earnings  were  taken  into  ac 
count,  says  Hanley,  the  multiple 
would  be  only  11,  and  this  is  several 
points  lower  than  the  multiples  on 
competitors  Swiss  Bank  Corp.  and 
Union  Bank  of  Switzerland. 

Bryan  Crossley,  senior  internation- 
al equity  specialist  at  Merrill  Lynch, 
IS  estimating  that  earnings  will  grow 
at  a  10%  compound  annual  rate  for 
the  next  five  years.  Gnomes  may  not 
be  all-knov/ing,  but  they  seem  to 
know  how  to  make  money  and  how  to 
hold  their  own  against  pretty  rough 
international  competition.  Not  bad 
results  for  a  gnome  who  wants  to  de- 
part from  a  conservative  philosophy 
of  capital  preservation.  ■ 


ter  Coke  and  Pepsi,  and  fifth  in  candy 
With  half  of  last  year's  $2.43  billion 
sales  in  the  U.K.  and  the  rest  distrib- 
uted over  Europe,  North  America  and 
Australia,  the  company  is  in  good 
shape,  except  in  the  same  area  where 
George  111  went  wrong.  In  the  U.S., 
the  one  spot  were  Cadbury  can  grow 
dramatically,  it  remains  a  poor  third 
(8.3%  of  the  market)  behind  Hershey 
and  Mars  in  candy,  and  with  its  just- 


Some  British  companies  have  quaint  no- 
tions of  how  business  is  done  in  the  colo- 
nies. Cadbury-Schweppes,  for  example. 

Lax  Britannica 
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CONVENIENCE. 

Vista  International  Hotels  and  American  Express.  You've  got  our  word!" 

When  you're  on  the  road, you  want  everything  to  go  smoothly  Your  hosts  at  Vista  International 
know  this.  And  they  know  how  to  make  your  stay  as  convenient  and  hassle-free  as  possible. 

The  convenience  of  Vista  International's  No  Stop  Check-Outr  Now  with  No  Stop 
Check-Out,  leaving  a  Vista  International  Hotel  is  as  pleasurable  as  staying  in  one. 

Upon  arrival,  simply  check  in  with  the  American  Express®  Card  and  tell  the  desk  clerk 
when  you  expect  to  leave.  Then,  during  the  final  night  of  your  stay  the  hotel  will  slip  your 
American  Express  Card  receipt  and  itemized  hotel  bill  under  your  door 
I      In  the  morning,  drop  your  room  key  in  the  No  Stop  Check-Out  box  in  the  hotel  lobby  and 
you're  off  and  running.  No  stopping  at  check-out  lines.  No  waiting  for  receipts  in  the  mail. 

For  reservations  call  your  travel  professional,  any  Vista  or  Hilton  International  Hotel  or 
j  Hilton  Reservation  Service:  1-800-HILTONS. 

I      The  convenience  of  American  Express®  Card  Assured  Reservations.  When  you 
request  an  American  Express  Card  Assured  Reservation,  your  room  will  be  there.  Until  check- 
out time  the  next  day.  If  your  plans  change,  you  must  cancel  before  6  p.m.  hotel  time  (4  p.m. 
for  resorts]  or  you  will  be  billed  for  the  first  night.  Keep  your  cancellation  number  in  case  you 
need  to  refer  to  it.  And  if  you  don't  have  the  American  Express  Card,  call  1-800-THE-CARD. 

So  why  not  take  some  of  the  worry  and  wait  out  of  your  travels.  With  the  convenience  of 
American  Express  Card  Assured  Reservations  and  Vista  International's  No  Stop  Check-Out. 

Convenience.  It's  what  you  expect  from  American  Express®  Lodging  Services  and  Vista 
International  Hotels.  You've  got  our  word.  ^  j  ^'"py^ 


You'll  find  Vista  International  Hotels  in:  Chicago  (The  Drake), 
Honolulu  (Kahala  Hilton),  Kansas  City,  New  York,  Pittsburgh 
(opening  12/86)  and  Washington,  D.C. 


I^REss  RELATED 

SERVICES   ©  1986  American  Express  Travel  Related  Services  Company.  Inc. 


INTERNATIONAL  HOTELS 

OPERATED  BY  HILTON  INTERNATIONAL 
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Don't  leave  home  without  itf 


l)(>nti)uc  ( Ich  )  (IihI  Si)-  AtlruDi  (.citlhuiy  cjf  Oi(/hi(r]  .\chiiv/)/)es 
As  neO'Georgian  as  you  can  get  without  a  powdered,  wig. 


announced  acquisition  of  30%  of  Dr 
Pepper,  it  has  a  hand  in  10%  of  the 
soda  market. 

Though  Cadbury  and  Schweppes 
are  brand  names  of  historic  reso- 
nance, the  company  has  been  ham- 
pered by  a  mentahty  that  is,  at  the 
very  least,  neo-Georgian.  Consider 
these  echoes  of  concepts  proved 
wrong  as  far  back  as  1776: 

1)  What's  good  in  the  mother  couiiny  is 
bloody  ice//  good  enough  /jere:  Six  years 
back  Cadbury-Schweppes  tried  to  in- 
troduce into  the  U.S.  a  lemon-lime 
soda  that  had  done  well  in  Australia. 
It  may  have  tasted  like  liquid  gold, 
but  it  was  called  Rondo,  a  name  so 
downmarket  that  it  was  canine. 
"Rondo,  fetch!"  Rondo  didn't. 

As  with  George  III,  Cadbury- 
Schweppes  learns  slowly.  Last  year 
Cadbury  tried  to  overwhelm  us  with  a 
"textured"  chocolate  bar  that  had 
been  an  instant  success  in  the  U.K.  It 
was  called  Wispa,  another  low-rent 
name.  Where  was  the  class  marketing 
that  has  given  the  U.S.  a  Commander 
Whitehead  and  Schweppervescence? 
Nowhere.  Wispa  melted. 

2 J  Stimulate  de?nand  t/jrough  supp/y 
■i  hn.  the  Boston  Tea  Part]'  Effect):  Last 
year  Cadbury-Schweppes'  U.S.  con- 
'vcaonery  operations  turned  a  $49.3- 
•Vtiiikiii  profit  into  a  S7.3-million  loss 
Vv:\z;a.  irianagement  reported  sales  to 
Ci.' iy  brokers  as  being  identical  with 


sales  to  candy  eaters;  they  weren't. 
Currency  reverses  made  the  situation 
worse.  The  company's  factory  in 
Pennsylvania  is  still  functioning  at 
what  chief  executive  Dominic  Cad- 
bury says  IS  less  than  half  capacity. 
Which  brings  us  to  another  attitude 
out  of  tune  with  colonial  sensibilities: 
Suppress  information  i?y  divine  rig/jt 
fas  if  unaware  of  tlje  folm  Peter  Zenger 
Reactio)!.  a  k.a.  ti'uth  wil/  out):  Forbes 
was  forbidden  to  inspect  that  fac- 
tory— this  signaled  what  we  needed  to 
know  without  our  making  the  trip. 

4)  Boost  roya/  re/ations  over  common- 
ers: When  Dominic  was  chosen  chief 
executive  in  1984 — older  brother  Sir 
Adrian  is  chairman  and  the  Cadbury 
clan  owns  10%  of  the  shares — many 
analysts  thought  finance  chief  Mi- 
chael Gifford  better  suited.  Gifford 
went  on  to  do  well  as  head  of  Britain's 
Rank  Organization,  while  Dominic 
walked  into  that  confectionery  pipe- 
line mess.  Cadbury  admits  he  didn't 
clean  it  up  as  quickly  as  Gifford  might 
("It  would  have  brought  about  the  dan- 
ger of  repercussions  in  the  company"); 
there's  doubt  he  saw  it  coming.  That's 
as  neo-Georgian  as  you  can  get  with- 
out the  powdered  wig. 

5)  Trust  one's  coloniai  viceroys  until 
the  revo/ution  is  a  fact:  Cadbury- 
Schweppes'  financial  reporting  is  on  a 
four-week  basis,  which  means  that  if 
management  abroad  screws  up,  Lon- 


don can  remain  blissfully  ignorant 
while  sales  lag  8%  between  reporting 
periods.  After  last  year's  debacle, 
you'd  think  Dominic  would  set  a 
computer  atop  the  antique  dining  ta- 
ble (Georgian?)  in  his  office.  Numbers 
should  be  daily,  not  monthly. 

Yet  outside  the  U.S.,  Cadbury- 
Schweppes  is  a  well-run  company.  Its 
dividend  yield  (5%)  is  twice  that  of 
similar  firms  in  candy  and  soda  pop. 
In  1985-86  it  finally  jettisoned  unprof- 
itable subsidiaries  outside  its  two 
core  lines.  It  will  soon  bottle  Coke 
instead  of  Pepsi  in  the  U.K.,  where 
Coke  outsells  its  rival  4-to-l. 

But  for  real  growth  Cadbur^'- 
Schweppes  needs  the  U.S.  Purchasing 
Peter  Paul  here  in  1978  gave  the  com- 
pany third  place  in  U.S.  confection- 
ery. With  the  acquisition  this  year  of 
Canada  Dry  and  now  the  Dr  Pepper 
deal,  Cadbury-Schweppes  is  looking 
hard  at  Seven-Up,  whose  U.S.  opera- 
tion and  7%  market  share  are  for  sale. 
This  would  leave  Coke  and  Pepsi 
banging  heads  over  cola. 

Yet  simply  moving  in  doesn't  guar- 
antee success.  As  it  expands  in  the 
U.S.,  Cadbury-Schweppes  will  have  to 
drop  Its  neo-Georgian  attitude  and  re- 
member that  "English"  goods  take  off 
here  when  they're  luxe  and  redolent 
with  snob  appeal.  Big  firms  that  can't 
compete  can  lose  it  all,  which  is  es- 
sentially what  happened  m  1776.  ■ 
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Presenting  one  of  the 

most  successful  five-year-olds 
in  business  ht^ — ^ 


ihree  millioi 


We'd  like  to  interrupt  all  the  serious 
work  being  done  on  IBM  Personal  Com- 
puters to  celebrate  a  birthday. 

Ours. 

The  IBM  PC  has  just  turned  five.  And 
in  case  you  didn't  notice,  we're  very  proud 

Because  today,  over  three  million 
people  make  the  IBM  PC  the  first  choice 
in  business  computing. 

People  in  all  walks  of  life  are  using 
them.  From  the  New  York  executive  to  the 
California  winemaker.  From  the  oiLtield 
engineer  to  the  consultant  worldng  at 
home. 

Of  course,  the  world  has  changed 
since  we  first  introduced  the  IBM  PC. 
These  days,  people  have  hundreds  of 
personal  computers  to  choose  from. 

And  guess  what. 

IBM  PCs  are  still  the  first  choice  in 
business. 
By  far. 

We  could  give  you  lots  of  reasons^, 
why  Starting  with  the  fact  that  --^^-^^ 


ountinp; 


nobody  works  harder  to  understand 
business  than  IBM.  And  nobody  knows 
computers  like  IBM. 

That's  what  lets  us  provide  complete, 
dependable  solutions. 

Including  not  only  the  best  in 
computers.  But  powerful  software.  High- 
quaUty  printers.  Options  for  expansion. 
Options  for  networldng  with  other  PCs. 
And  a  nationwide  support  system  to  keep 
everything  running  at  its  best. 
But  the  story  gets  even  bigger. 
Now  IBM  has  a  family  of  PCs,  offering 
greater  choices  to  greater  numbers  of 
people. 

IBM  continues  to  work  to  make  PCs 
more  powerful,  more  af  fordable.  Maldng 
them  available  to  even  more  people. 
The  IBM  PC  is  hardly  just  a  success 
anymore.  It  s  a  way  of  doing  busi- 
ness. All  over  the  country 
and  all  over  the  world. 
^^'^  that's  not  bad.  For 
T'^^^^Oi^^KaS^^vir^l^  a  five-vear-old. 


tour  ditteren 
to  the  same 


There  are  countless  reasons  why  IBM 
PCs  are  the  first  choice  in  business. 

But  here  are  four  of  the  best. 

The  computers  you  see  below  make 
up  the  IBM  family  of  business  PCs. 

As  you'll  see  in  the  pages  that  follow, 
these  PCs  offer  a  full  range  of  choices  in 
power  and  price. 

They  also  offer  some  real  advantages 
to  business. 

Any  size  business. 

The  IBM  Personal  Computer. 
A  classic  example. 

Its  easy  to  see  why  business  has  grown 
attached  to  the  IBM  Personal  Computer: 

A  perfect  balance  of  power  and 
affordabihty. 


As  a  first  computer,  it  s  a  natural  choice 
Because  it  can  help  with  all  kinds  of  basic 
business  tasks. 

MaiUngs,  estimates,  ledgers,  you  name  it 

IBM  Personal  Computer  XT.™ 
The  bigger  you  get, 
the  better  it  gets. 

The  PC/XT  was  Uterally  built  for 
growth.  Tb  keep  up  with  a  growing  business.; 

With  eight  expansion  slots,  adding  new 
features  is  as  easy  as  plugging  them  in. 

You  can  start  with  a  hard  file  that  storei 
10,000  double-spaced  pages  of  informatior 
Or  add  one  down  the  road. 

That's  the  whole  idea  behind  the 
PC/XT  Once  you  have  one,  you  always 
have  options. 


ivays  to  come 
onclusion. 


IBM  Personal  Computer  AT.®  High 
performance  reaches  new  heights. 

I  The  AT  stands  for  Advanced  Technol- 
ogy. Extremely  advanced. 

It  computes  with  extraordinary  speed. 
And  can  store  mountains  of  information 
—30,000  double-spaced  pages'  worth, 
with  a  pair  of  30-megabyte  hard  files. 

No  question,  the  Personal  Computer 
AT  is  th  e  computer  for  people  who  work 
with  lots  of  information. 
And  need  to  get  to  it  fast. 

The  IBM  PC  Convertible. 
One  computer  for  people  who 
really  need  two. 

Here's  a  powerful  computer  that's  both 


AT 


a  portable  and  a  desktop. 

When  you  travel,  the  PC  Convertible 
works  with  a  flip-up  screen.  Back  at  the 
office,  it  works  with  an  optional  desktop 
monitor. 

It's  light  (just  over  12  pounds),  but  a 
full-fledged  member  of  the  IBM  PC  family. 
With  PC-sized  keys  and  a  25-line  display. 

And  there's  really  nothing  lightweight 
about  that. 

Meet  the  extended  family. 

IBM  makes  even  more  powerful  PCs 
as  well.  Such  as  the  super-fast  IBM  RT  PC, 
for  technical  professional  uses. 

The  IBM  3270  PC,  for  access  to  IBM 
mainframe  computers. 

And  the  IBM  System/36  PC.  Which 
can  work  alone  or  share  its  resources  with 
a  group  of  PCs  (or  other  System /36 
computers). 

They  all  offer  the  best  in  quality  and 
performance. 

Following  the  family  tradition. 


choil 
for  the  best  ch( 


.eone 


To  get  the  most  from  a  computer,  you 
need  the  best  selection  of  programs. 

Which  is  another  reason  why  business 
people  choose  IBM  PCs  first. 

IBM  has  created  a  full  range  of  pro- 
grams for  its  PC  family  To  help  with  docu- 
ments, ledgers,  inventory,  forecasting,  all 
kinds  of  business  tasks. 

That  includes  bestsellers  like  the  word 
processing  program,  DisplayWrite  3. 


And  the  easy-to-use  Assistant  Series. 

As  well  as  the  powerful  accounting 
tools.  Business  Adviser  and  the  Accounting 
Assistant  Series. 

Of  course,  IBM  is  hardly  alone.  Count- 
less other  companies  are  writing  exception 
programs  as  well. 

For  almost  every  business  use  you  can 
imagine. 

And  because  it  s  the  most  popular 


J  in  hardware 
pe  in  software. 

ersonal  computer  in  business,  they  often  When  you  own  an  IBM  PC,  you  can 

I  rite  for  the  IBM  PC  first.  choose  from  the  biggest  library  of  business 

It  all  adds  up  to  this:  software  in  the  world. 


1 


f  xore  power  to 


With  an  IBM  Personal  Computer,  you 
can  create  striking  images  on  the  screen. 

Just  as  important,  you  can  create 
some  impressive  images  on  paper.  (You'll 
find  graphic  evidence  below.) 

Because  IBM  offers  a  range  of  choices 
in  high-quality  printers. 

Every  one  of  which  is  designed  to 
work  hand-in-hand  with  the  family  of 
IBM  PCs. 


Some 
wordy  advice. 

K  you  gen- 
erate a  lot  of 
words,  you  want 
a  machine  that's 


IBM  Proprinter. 


IB  M  Color  Plotter. 


but  produces  elegant  letter-quality  type 
(using  easily  changeable  type  cartridges). 

And  the  IBM  Wheelprinter.  A  low- 
priced  printer  perfect  for  letter-quality 
documents. 

For  fast,  general-purpose  use,  we  offei 
the  popular  IBM  Proprinter  It's  our  most 
affordable  choice.  And  it  lets  you  print 
single  sheets  and  envelopes  without  having 

to  fiddle  with  your 
regular  computer 
paper 

If  you  like  to 
do  it  up  big,  there's 
the  Proprinter  XL. 
With  all  the  useful 
features  of  the 


IBM  Proprinter  XL. 


IBM  Color  Jetprinter. 


going  to  make  them  look  their  best. 

Like  the  IBM  QuietwTiter®  Printer 
Which  not  only  performs  true  to  its  name, 


Proprinter  and  more.  Plus  an  extra-wide 
carriage  that  s  perfect  for  spreadsheet  and 
accounting  use. 


le  printed  page. 


The  art  of  doing  business. 

A  well-crafted  chart  or  graph  can 
eally  make  a  point. 

Which  leads  us  to  our  next  point. 
I'     Using  an  IBM  PC,  IBM  software  and 
in  IBM  printer 


IBM  WTieelprinter  E.  IBM  Quietwriter  Printer. 


or  graphics, 
rou  can  create 
;ome  spectacu- 
ar  visuals.  And 
)ut  them  where 
hey'U  do  the 
nost  good. 

In  letters, 
3resentations,  re- 
ports, most  any- 
ihing  you  print. 

The  IBM  Proprinter  handles  graphics 
A^ith  the  same  flair  it  does  the  written 
word.  As  does  the  IBM  Color  Jetprinter 


IBM  Pa^iprinl 


(in  up  to  seven  colors,  we  might  add). 
To  combine  high-resolution  graphics 

with  letter-quality  type,  there's  a 
S     model  of  our  much-admired 
Quietwriter  Printer. 

As  well  as  the 
tabletop  IBM  Page- 
printer.  Which  offers 
that  dual  capability 
with  62  different  type- 
styles. 

Of  course,  if  your 
business  thrives  on 
charts  and  graphs, 
you  might  consider 
the  IBM  Color  Plotter. 
Which  creates  pro- 
fessional-quality graphics  with  a  set  of 
colored  pens.  On  paper.  Or  on  transparency. 
To  help  you  project  a  better  image. 


A  few  more  J 


Many  people  sum  up  the  success  of  the 
IBM  PC  in  one  word. 
Expandability. 

They  have  a  pretty  good  case,  too. 
Because  IBM  makes  not  just  personal  com- 
puters, but  a  wide  variety  of  things  you  can 
plug  into  them. 

To  add  some  power.  Or  simply  to  add 
some  excitement. 

It's  in  the  cards. 

The  IBM  business  PCs  are  designed  for 
the  future.  Just  look  inside. 

Each  has  a  number  of  slots  where  you 
can  easily  plug  in  "expansion  cards!' 

IBM  offers  a  color/graphics  card,  to  let 
you  create  all  kinds  of  colorful  images,  for 
fun  and  profit. 

A  network  adapter  card,  to  put  your  PC 
in  close  touch  with  other  PCs. 


An  emulation  adapter  card,  to  let  youij 
PC  act  like  a  mainframe  terminal. 

Even  a  voice  communications  card,  to 
let  you  command  your  PC  simply  by  talk- 
ing to  it. 

IBM  makes  lots 
of  innovative  cards. 
And  we  re  always  de- 
veloping new  ones. 

And  as 
is  the  case 
with  soft- 


IBM  Personal  Computer 
2400  hps  MoHem. 


ware,  were  • 

not  alone  makes  all  kinds  of  expansion  cards,  (.asf^s  m 

point:  the  IBM  Asynchronous  Communications  Ad(^ 
There  are  ""d  the  IBM  loice  Communications  Option . 

hundreds  of  companies  making  hundreds 
of  cards.  For  hundreds  of  uses. 

Putting  your  computer  on  the  line. 

With  an  IBM  PC  Modem,  you  can  tie 


IBMPC 

Monochrome 

Display. 

IBMPC 
Color  Display. 


Ligs  for  IBM. 


bur  PC  into  the  phone  lines.  And  that's  a 
3ry  good  connection. 
I    You  can  trade  information  with  other 
omputers.  Access  news  and  stock  market 
iformation.  Move  your  cash 
hd  pay  your  bills. 

All  without  leaving  your 
Ffice. 


□ 


colors,  there's  the  apdy  named  IBM  PC 
Color  Display.  (Both  monochrome  and 
color  monitors  are  also  available  for  the  PC 
Convertible.) 

And  for  absolutely  dazzling  graphics, 
there's  the  IBM  PC  Enhanced  Color  Dis- 
play. Enhanced  to  the  tune  of  64  colors. 


jiother  way  to  look  at  it. 

If  you're  going  to  spend 
e  with  your  computer,  you 
lould  like  what  you  see. 

To  that  end,  we've  devel- 
led  a  full  line  of  optional 
iionitors  for  the  IBM  PC  family 

For  a  clear  oudook  on  words  and  num- 
lers,  we  offer  the  IBM  PC  Monochrome 
isplay 

For  text  and  graphics  in  16  eye-catching 


IBM  External  3.5" 
Diskette  Drive. 


Properly  equipped,  most  IBM  PCs  can 
run  diskettes  in  two  different  sizes: 
■5.25"  and  3.5" 


Sizing  up 
your  options. 

Perhaps  you've 
heard  about  the 
new  3.5-inch  dis- 
kettes. 

They  can 

store  twice  as  much  inlbrmation  as  the 
5.25"  (360KB)  size.  They're  easier  to  carry 
And  far  more  rugged,  to  boot. 

Well,  IBM  makes  it  easy  to  add  this  pow- 
er and  convenience.  With  an  option  called 
the  IBM  External  3.5"  Diskette  Drive. 
It  can  give  you  the  best  of  both  worlds. 
And  let  you  use  programs  and  data  in 
either  size. 


Tying  it 


So  far,  we've  been  talldng  about  tbe 
power  ol  a  single  IBM  PC. 

For  some  businesses,  that's  plenty. 

But,  we  hasten  to  add,  it's 
only  the  beginning.  Because 
IBM  PCs  are  made  to  work 
not  only  with  people,  but 
with  each  other.  And  that 
can  make  everyone  more 
productive. 

To  take  advantage  of 
this  power,  all  you  have 
to  do  is  tie  your  PCs 
together  In  a  network.* 

^  Keeping 
the  family  talking 
to  one  another. 

IBM  offers  a  number  of  options  for 
networldng.  Including  the  IB^I  Token 


1 


l^ytogo. 


-        Nautili:  i^Mniliil 


Ring  Network  and  the  IBM  PC  Network. 

They  all  offer  remarkable  benefits.  INI 
the  least  of  which  is  better  communicatio 
In  a  networl^  one  IBM  PO 
can  easily  share  information 
with  another,  jf"^^ 

Things  like  spreadsheets. 
Memos.  Customer  files. 
Any  information  useful  to  a 
number  of  people. 

That,  of  course,  carjl 
save  time  and  paper-f 
_      work.  And  a  good  de?| 
of  legwork.  ^ 

Share  and  share  alike. 

By  using  one  of  IBM's 
networldng  options,  you 
can  get  more  from  your 
computer  investment. 

Because  you  can 
share  equipment  as  well  as  information. 

The  hard  file  in  a  Personal  Computer 
AT,  for  example,  can  be  used  by  all  conne* 
ed  PCs.  (You  decide  which  PCs  have  accei 
to  which  files.) 

\ou  can  include  printers  in  vour  net- 
worl^  too.  .4nd  all  your  PCs  can  make  use' 
of  them. 

In  short,  a  network  can  o^ive  vou  more 
effective  use  of  the  ecjuipment  vou  have. 
And  the  money  you've  spent. 

*AII  models  of  the  IBM  PC,  IBM  PC/XTand  IBM  Personal  Computer  AT,  properly 
equipped  and  programmed,  may  be  used  with  IBM  networking  options. 


Congrats. 


together: 


The  mainframe  connection. 

With  IBM  technology,  you  can  use  an 
HM  PC  to  communicate  with  the  main- 
l  ame  down  the  hall. 
Or  across  the  country. 
Which  opens  up  a  fantas- 
ia new  world  of  PC  power. 

What  makes  it  possible  is 
iie  family  of  IBM  PC  3270 
Imulation  programs. 

Loosely  translated, 
i  lat  means  there  are 
]  ■(  )grams  to  make  an 
5M  PC  act  like  a  main- 
ame  terminal.  With  that  capability, 

you  can  summon  main- 
frame files  to  be  used 
with  your  PC  program. 
Or  actually  use  the 
power  of  the  main- 
ame  to  help  your  program  do  its  work. 

You  can  even  toggle  back  and  forth  be- 
/een  mainf  rame  and  PC. 


t 

t 


the  power  to  trade  information  with  the 
mainframe. 

One  PC  acts  as  a  "gateway"  to  the 
mainframe  for  many.  And 
you  ve  only  invested  in  one 
mainframe  connection. 

Thanks  to  IBM  com- 
patibility, an  entire  group 
of  networked  PCs  can  tie 
into  this  extraordinary 
power.  In  a  small  business. 
Or  in  a  very  big 
business. 

Which  gives  you 
a  good  idea  of  how  IBM  networking 
options  can  provide  a  broad  range  of 
expansion  options. 

Not  just  in  the  future. 
But  now. 


Maldng  better  use  of  all  your  resources. 

Power 
to  the  people. 

Now  imagine  you  have  a  network  ol 
]M  PCs,  with  one  connected  to  a  main- 


Let's 
celebrate, 


a  me. 


Since  networks  are  built  on  the  idea  of 
laring,  every  person  on  the  network  gains 


Some  of  on 

doif  t  fit 


We  often  ask  people  why  they  think  so 
highly  of  their  IBM  PCs. 

Naturally,  we  get  a  lot  of  comments  about 
megabytes  and  processors  and  the  like. 

But  we  also  hear  things  like,  "IBM  is 
there  when  I  need  them!'  And  "I  know  my 
IBM  PC  will  be  just  as  good  tomorrow  as 
it  is  today ' 

Because  every  IBM  PC  comes  with 
some  very  important  extras. 

High  standards 
are  standard  equipment. 

At  IBM,  we  never  forget  how  we  be- 
came IBM.  By  making  products  people 
need,  when  they  need  them. 

To  help  do  that,  we  make  one  of 
American  industry's  biggest  investments 
in  research  and  development. 

We  also  make  an  unwavering  commit- 
ment to  quality  and  reliability 

We  give  our  computers  their  high 
standards  when  we  design  them.  And  when 
we  put  them  together. 

Every  PC  we  make— without  excep- 
tion—is turned  on  and  tested.  Not  for 


after  they  pass  every  test  are  they  sent  on 
to  our  customers. 

Even  then,  we  keep  a  batch  behind. 
To  face  an  even  more  gruehng  workout. 

We  run  them  in  absurdly  high 
temperatures.  And  watch  them  sweat  in 
extreme  humidity. 

We  simulate  high  altitudes  and  bumpi 
truck  rides.  We  put  them  through  noise 
tests.  And  electrical  interference  tests.  We 
shake  them.  We  shock  them. 

.4nd  for  good  measure,  we  drop  them. 

It's  an  ongoing  test  for  every  model  in 
the  IBM  PC  family.  Which  helps  us  raise 
our  standards  even  higher. 

We  also  pack 
a  promise. 

Our  warranty  is  our 
promise  your  PC  will 
work  as  well  as  we  say 
it  will. 


)est  features 
I  the  box. 

But  we're  not  about  to  let  it  stop  there.  ,  A  company  with 

iter  all,  there  are  more  than  three  million  ^  lot  of  good  quahties. 

"IBM  quality"  is  a  phrase  people  use 
in  many  different  ways. 

Probably  because  it  involves  every- 
thing we  do.  From  research  and  develop- 
ment all  the  way  to  sales  and  service. 

However  you  thirds:  of  quality,  we'd  just 
like  you  to  know  it  s  always  our  top  priority 
For  one  simple  reason. 
Quality  is  what  makes  an  IBM  PC  an 
IBM  PC. 


eople  out  there  depending  on  IBM  PCs. 

So  we  provide  a  soUd  nationwide 
etwork  for  support.  It  s  made  up  of 
lousands  of  Authorized  Dealers  and  IBM 
spresentatives. 

They  can  answer  questions  about 
iuying  a  new  system  or  expanding  an 
xisting  one. 

And  help  keep  your  PC  running 
iioothly  with  IBM-authorized  service. 


1  housands 
of  ways  to  get 

anIBMPC. 


Getting  an  IBM  PC  is  easy. 

Because  nationwide,  there  are  thou- 
sands of  Authorized  IBM  PC  Dealers  and 
IBM  Value  Added  Dealers,  who  specialize 
in  solutions  lor  many  specific  businesses. 

And  IBM  marketing  representatives, 
dedicated  to  helping  corporate  customers. 

With  so  many  choices,  it  s  Likely  there's 
a  dealer  near  you  (if  youd  like  us  to  get 
more  specific,  just  call  one  of  the  800- 
numbers  below). 

So  it  s  not  hard  to  arrange  a  hands-on 
IBM  PC  demonstration. 

Usually,  a  few  seconds  on  the  keyboard 
is  enough  to  give  you  a  good  feel  for  that 
quality  we've  been  telling  you  about. 

And  on  request,  a  salesperson  will 
show  you  how  IBM  can  provide  a  complete 
PC  system. 

Software,  printer  and  options  included. 

Prices  these  days  aie  very  good.  But 
u  n  '     al    ask  about  IBM  s  two  plans 

:.k  coiiir  uliiig  even  more  affordable. 

I  b^^  IBM^  reSt  Card  and  the  IBM 


Commercial  Lease  Agreement. 

Once  your  credit  is  ap- 
proved, you  can  get  an  entire 
system  by  making  low  month- 
ly payments. 

And  one  final  thought. 
K  you'd  Like  to  hear  a  few 
more  reasons  to  get  an  IBM 
PC,  we  have  a  suggestion. 

Just  find  someone  who  uses 
one.  And  ask  what  it's  like. 
That  shouldn't  be  a  problej 
Right  now,  you've  got  ovej 
three  million  people  to  chodse  from. 


For  the  name  of  a  store  near  you,  call 
L-800-447-4700. 

In  Alaska,  1-800-447-0890.  In  Canada 
1-800-465-6600.  For  a  Value  Added  Dealer, 
1-800-426-8277.  ^=^====^ 


-V'  Personal  Computer  ATandQuietwriterare  registered  trademarks,  and  IBM  Personal  Computer  XT  is  a  trademark,  of  International  Business  Machines  Corporation. 


For  truckers  these  days,  there  is  less  freight 
to  haul  and  more  competition.  But  good 
management  will  out. 

The  road  ahead 
is  wide  open 


By  Barry  Stavro 


EVERY  TIME  a  competitor  goes 
bankrupt,  Harwood  Cochrane, 
73,  chairman  and  founder  of 
Ovemite  Transportation  Co.,  puts  the 
failed  trucker's  logo  up  on  his  red 
brick  wall.  Underneath  a  sign  that 
reads  "Deregulation  done  'em  in," 
Cochrane  has  mounted  47  company 
logos,  with  room  for  plenty  more.  "I 
want  my  employees  to  know  we're 
not  guaranteed  to  be  here."  Cochrane 


laughs,  but  It  is  not  a  hearty  laugh. 
More  a  nervous  one. 

The  trucking  industry  was  deregu- 
lated in  1980,  and  the  shakeout  is  far 
from  over.  Last  year  the  American 
Trucking  Associations  counted  1,533 
failures,  and  estimated  one-third  of  its 
fraternity  was  losing  money.  ATA 
says  another  250  companies  are  stay- 
ing in  business  only  because  the  Em- 
ployee Retirement  Income  Security 
Act  would  force  them  to  pay  huge 
pension  fund  contributions  if  they 


closed  down. 

And  yet,  despite  the  wreckage  lit- 
tering this  gritty  and  tough  industry, 
among  the  certain  and  profitable  sur- 
vivors there  are  now  five  major  play- 
ers: Consolidated  Freightways,  Yel- 
low Freight  System  and  Roadway  Ser- 
vices— ^the  so-called  big  three,  each 
with  about  $1.5  billion  in  trucking 
revenues  last  year — plus  a  couple  of 
smaller  but  beefy  entries,  Carolina 
Freight  and  Overnite  Transportation. 
Analysts  expect  earnings  of  all  five  to 
grow  10%  to  14%  a  year  over  the  next 
five  years. 

Why  them?  They  have  distinct  but 
well-thought-out  business  strategies, 
little  debt  and  efficient  truck  fleets, 
and  they  are  masters  at  moving  less- 
than-truckload  (LTL)  shipments  of 
under  10,000  pounds.  LTL  is  where 
the  money  is  these  days.  Rates  for 
LTL  shipments  run  about  three  times 
the  price  per  ton  of  full-size  truckload 
freight. 

Even  though  the  2  billion  tons  of 
freight  hauled  by  trucks  in  the  U.S. 
last  year  was  down  9%  from  1978 — a 
decline  in  heavy  industries  has  hurt — 
the  shift  toward  leaner  inventories 
and  just-in-time  deliveries  is  ideal  for 
those  who  can  smartly  manage  small- 
er shipments. 

These  five  companies,  the  best  of 


Orcniitc  Tninslyortation's  I kincoocl  Codmu/c  ( Ictt )  aih/  Willuiiii  Dukv  Ji 
"We've  always  had  the  privilege  of  managing  our  own  affairs." 
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kllriK  M.«\lill:in 


.  \  //( iiiiiiiii  III  (/(Kl'iiorl'cr  cit  (III  ( )rcniilf  truck  tcniiiihi/  in  /xithiiK iini. 
On  a  given  day,  a  truck  driver  may  pitch  in  on  the  docks. 


the  lot,  still  haul  barely  1%  of  all 
truck  freight.  They  are  growing  be- 
cause they  already  have  what  is  need- 
ed to  make  the  LTL  business  work:  a 
sprawling,  expensive  network  of  ship- 
ping terminals  fed  by  an  extensive, 
up-to-date  truck  fleet  and  organized 
by  modern  computer  systems  that 
keep  track  of  it  all. 

By  comparison,  when  McLean 
Truckmg,  the  nation's  fifth-biggest 
trucker,  went  bankrupt  in  )anuary,  it 
was  driving  with  a  weirdly  mis- 
matched truck  fleet.  Overnite's  sharp- 
eyed  Chairman  Cochrane  passed  on 
McLean's  liquidation  sale  of  equip- 
ment. "McLean  had  two  types  of 
tires,  two  types  of  wheels,  at  least  four 
different  types  of  engines  in  vehicles. 
It  was  an  impossible  situation.  We 
have  one  [type  of)  spare  tire  that  fits 
every  truck  we've  got." 

What  about  competition  frorn  the 
railroads?  "The  rails  can't  compete 
with  you  except  on  their  mam  lines, 
Chicago-New  York,  Chicago-Dallas," 
says  Carolina  Freight's  Chief  Execu- 
tive Kenneth  Younger.  "From  Chica- 
go to  the  Carolinas,  forget  it.  Roughly 
70%  of  the  communities  in  the  U.S. 
are  still  served  by  truck." 

Look  at  Consolidated  Freightways, 
based  (n  Palo  Alto,  Calif.  Each  day  43 
ruiUicn  pounds  of  freight  move 
tiiio-jjfh  Its  iiationwide  system  of  543 

t 


truck  terminals.  CF  can  offer  service 
to  60,000  communities  because  it  an- 
ticipated deregulation  and  spent  $250 
million  to  triple  its  terminal  network 
in  the  past  decade.  A  typical  LTL  ship- 
ment weighs  780  pounds,  travels 
1,375  miles,  is  handled  four  times  and 
arrives  in  five  to  six  days.  "We  operate 
like  the  Pony  Express,  except  we're 
changing  drivers  instead  of  horses," 
says  CF  President  Lary  Scott. 

Pony  Express  maybe,  but  with  com- 
puter-driven ponies.  One  truck  might 
carry  50  different  shipments — Diet 
Coke  labels,  chain  saws,  surgical 
gloves,  Sperry  personal  computers. 
Parking  spots  and  unloading  are  pro- 
grammed electronically.  So  trucks  are 
backed  into  the  most  efficiently  situ- 
ated freight  bays.  Freight  bound  for 
the  busiest  destinations  is  loaded  in 
the  middle  of  a  terminal  to  shorten 
trips  for  forklift  operators.  A  comput- 
er printout  also  tells  dockworkers 
where  each  shipment  goes  next.  This 
is  a  critical  timesaver  because  there 
might  be  110  trailers  waiting  to  be 
loaded. 

Why  all  the  electronics?  Teamsters 
labor  costs  about  $21  an  hour  in 
wages  and  benefits.  You  don't  use  any 
more  of  that  kind  of  labor  than  is 
absolutely  necessary.  Labor  eats  up 
60%  of  CF's  sales.  Thanks  to  comput- 
ers, CF  President  Scott  figures  his 


dockworkers  handle  3,540  pounds  of 
freight  an  hour,  compared  with  2,400 
a  decade  ago. 

Other  efficiencies  come  from  haul- 
ing freight  in  twin  28-foot  trailers, 
legal  in  all  states  since  1982,  instead 
of  the  less  efficient  45-foot  trailers. 
The  twins  have  25%  more  cubic 
space,  and,  with  computer  analysis, 
sometimes  the  smaller  trailers  can 
skip  one  step  in  the  handling  and  un- 
loading process.  Saving  that  one  step 
last  year  saved  CF  about  $20  million. 

What  Carolina  Freight  has  lacked  in 
size  ($523  million  sales)  it  has  made 
up  with  electronics  even  more  ad- 
vanced than  at  Consolidated.  Caroli- 
na Freight,  based  in  Cherryville,  N.C. 
(pop.  4,800),  has  doubled  in  sales  in 
the  past  five  years  while  averaging  an 
18.2%  return  on  equity.  For  the  past 
two  years  Carolina  customers  have 
been  able  to  call  a  toll-free  number  24 
hours  a  day  to  get  both  pricing  infor- 
mation and  en-route  tracing  of  their 
shipments.  The  system  logs  27,000 
calls  a  month,  and  information  is  read 
back  to  the  shipper  by  computerized 
voice.  Punch  in  the  code  numbers  by 
phone,  and  shipments  are  traced 
within  60  seconds.  Before  computers, 
"It  could  take  a  day  and  a  half,"  says 
Carolina's  Younger. 

But  while  others  rely  on  computer 
hardware,  Harwood  Cochrane's  key  at 
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Come  to  the  top, 


At  Credit  Suisse,  you  can  have  the  world's  No.  1 
underwriters  working  for  you. 


Dgether  with  our  partner  Credit  Suisse 
irst  Boston,  we  are  the  world's  foremost 
■  jsuing  house,  handling  over  US$60  bll- 
'  on  in  security  issues  annually. 
(    Why  not  put  the  same  global  clout 
i  nd  unparalleled  banking  know-how  to 
I  /ork  for  you?  With  our  unmatched  capi- 


tal commitment  and  worldwide  resources 
at  your  fingertips,  you  can  swiftly  and 
effectively  tap  capital  markets  whenever 
you  need. 

Since  1856  international  corporations 
and  governments  have  relied  on  Credit 
Suisse  for  in-depth  advice,  placing  power, 


capital  placing  and  securities  trading 
both  in  Switzerland  and  abroad. 


Credit  Suisse.  We  do  more  to  keep 
you  at  the  top. 


CREDIT  SUISSE 
CS 


Head  office:  8001  Zuricfi,  Paradeplatz  8  ■  Offices  in  USA:  New  York  •  Los  Angeles   Atlanta   Cfiicago  ■  Houston   fv^iami   San  Francisco 


Five  trucking  stalwarts 

As  other  truck  freight  haulers  go  bankrupt,  the  five 
companies  listed  below  will  inevitably  pick  up  some 
of  the  business  others  leave  behind.  Analysts  expect 

this  quintet  to  grow  earnings  from  10%  to  14%  a  year 
for  five  years,  as  they  make  use  of  an  efficient, 
nationwide  network  to  move  freight  door-to-door. 

Company 

1985 
sales 
(millions) 

Profits 
(millions) 

Recent 
EPS  price 

Latest 
12  months 
high  low 

P/E 
ratio 

Strength 

Weakness 

Consolidated 
Freightways  Inc 

$1,900 

$79.3 

$2.07 

30 

341/2-191/, 

14 

well-run  nationwide 
delivery;  fast-growing 
regional  trucking  group 

air  freight  business  still 
losing  money 

Roadway 
Services  Inc 

1,600 

75.9 

1.90 

37 

45%-27i/2 

19 

efficient  nationwide 
network 

new  package  system 
competes  against  UPS 

Yellow  Freight 
System  Inc 

1.95 

351/k 

1  lA   1  AVo 

i  /2 —  1  0  /S 

1  0 

growth  in  le.ss- 
than-truckload  freight 

diversification  strategy 
less  defined  than  rivals' 

Carolina 
Freight  Corp 

523 

14.5 

2.26 

37 

40  -2&y« 

16 

best  computer  system, 
can  expand  from  its 
regional  base 

Texas  trucking 
subsidiary  still  in 
the  red 

Overnite 

Transportation  Co 

470 

39.0 

1.42 

33'/. 

36  -16 

23 

nonunion,  low  labor 
costs,  still  has  territory 
to  expand  into  from  its 
eastern  base 

must  play  catch-up 
in  computer  operations 

Overnite  Transportation  is  old-fash- 
ioned nonunion  manpower.  "We've 
always  had  the  privilege  of  managing 
our  own  affairs,"  says  Cochrane.  He 
started  his  company  in  1935  with 
$3,000  after  dropping  out  of  high 
school  to  drive  a  milk  truck.  Overnite 
President  William  Duke  Jr.  says  his 
labor  runs  about  $16  an  hour  in  wages 
and  benefits,  compared  with  the 
Teamsters'  $21  an  hour.  "I'd  kill  for 
those  labor  costs,"  says  Consolidated 
Freightways'  Lary  Scott.  Labor  is  one 
reason  Overnite's  8.3%  profit  margin 
last  year  was  double  the  average  of  the 
major  truckers. 

But  hourly  wages  are  only  part  of 
the  advantage  that  comes  from  being 
nonunion.  In  most  union  truck  termi- 
nals, Teamsters  dockmen 
unload     freight  while 
Teamsters    drivers  just 
drive.   At   Overnite  the 
drivers  can  help  out  un- 
loading or  even  work  as 
cashiers    in    the  office, 
while  a  mechanic  might 
fill  in  behind  the  wheel. 

The  Teamsters,  under- 
standably, would  like  to 
make  a  dent  at  Overnite, 
but  have  won  only  one  or- 
ganizing election  involv- 
ing a  small  group  of  Over- 
nite drivers  in  Chicago. 
Cochrane  keeps  employ- 
ess  happy  with  perks — 
like  the  riglit  to  buy  up  to 
300  shares  of  stock  a  year 
on  option.  Overnite's 
stock  has  moved  from  V/a 


there 


in  1980  to  33  recently, 
plenty  of  takers. 

Overnite's  labor  edge  hasn't  been 
ignored  by  the  competition.  Consoli- 
dated Freightways,  Roadway  and  Car- 
olina Freight  have  all  set  up  nonunion 
trucking  companies  in  the  past  couple 
of  years  to  compete  in  shorter-haul 
(250  to  500  miles)  markets.  Here  the 
competition  is  usually  smaller,  fam- 
ily-owned firms,  which,  for  the  most 
part,  can't  match  the  big  players  in 
computer  sophistication  or  financial 
muscle.  After  just  three  years,  Con- 
solidated Freightways'  three  regional 
trucking  companies  might  hit  $150 
million  in  sales  this  year,  with  operat- 
ing profits  of  $15  million. 
As  good  as  the  less-than-truckload 

■■III  "  ■ 


Comolidatecl  Freightu  civs'  Lcoy  Scott 
Pony  Express  gone  computer  age. 


business  has  been  for  these  guys,  sev- 
eral companies  are  diversifying  into 
related  businesses.  The  most  adven- 
turous is  Roadway's  move  to  take  oni 
mighty  United  Parcel  Service  in  the 
small-package  business  with  its  year- 
old  Roadway  Package  System.  RPS,  a 
nonunion  operation,  is  trying  to  pick 
off  some  of  UPS'  business  by  offering 
better  service.  How?  RPS'  sorting  ter- 
minals are  highly  automated,  with 
overhead  lasers  that  scan  the  bar 
codes  on  every  package  as  it  passes  on 
the  conveyer  belt.  That  enables  RPS' 
shippers  to  call  and  get  up-to-the- 
minute  tracing  reports  from  a  com- 
puter. UPS,  meanwhile,  says  it  can 
answer  a  trace  request  within  an  hour. 
Yet  UPS  ($7  billion  sales)  so  domi- 
nates the  small-package 
market  that  this  year  RPS' 
operating    losses  might 
run  $18  million  on  $70 
million  sales.  Still,  smart 
management  invests  for 
the  future  even  at  the  cost 
of  current  earnings. 

Notwithstanding  dereg- 
ulation, rising  insurance 
and  fuel  costs,  plus  the 
mushrooming  of  costly 
state  axle  taxes,  trucks 
can  still  move  freight 
from  one  point  to  another 
as  efficiently  as  any  meth- 
od of  transportation. 
But — as  the  defunct  logos 
on  Cochrane's  walls 
illustrate — it  is  not  every 
management  that  can 
cut  It.  ■ 
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SHOULD 
EVERYGOVI 
CONTRACTOR'  „ 

^Q^Q^m^  ^jjaj^Bf  Sallie  Russell  studies  at  the /Etna 

J^l^^^^        bI^^^CJ''^  '^''""^^^^f^  /n^ti^gfe for  Corporate 

SALLIE 
RUSSELL 
G0ES10? 


Education.  Recently,  she  took  a 
course  called  Cash  Management 
Fundamentals — and  then 
promptly  put  those  fundamentals 


to  practical  use.  Since  the  cash  being  managed  belonged  to  the  U.S.  Government 
and  totalled  in  the  billions  of  dollars.  Sallies  innovations  were  hardly  academic. 
In  fact,  in  the  very first  year,  they  will  save  the  taxpayers  an  estimated  $678,000. 
ED  The  Institute  also  saved  something  that  has  no  price  tag:  Sallies  enthusiasm. 


"Enriched... enlivened... not  dead-ended'^ are 
feelings  she  describes.  "/  have  a  career  and  not 
just  a  jobr  EJ Almost  20,000  other  j^tna 
employees  and  agents  must  feel  the  same  way,  for 
thats  how  many  sign  up  each  year.  For  a  senior 
executive  taking  Advanced  Management  Seminar 
as  well  as  for  a  secretary  taking  Basic  Math  Review,  it  is  an 


institution  of  higher  expectations.  EJ  'Without  the 


Institute','  Sallie  says,  ''wed  lose  a  lot  of  creative  people. 


mm 

WTTH 

THE 


(Postscript:  Sallies  department  did  lose  Sallie,  but 
Etna's  loss  was  also  Mtnas  gain.  On  June  30,  she  was 
promoted  to  Superintendent  in  another  division.) 


msT 

INTHE 
BUSINESS 


/Etna  Uie  Insurance  Cimpany 


151  Faimington  Awnue.  Hailfoid.  CT  06156 


Here  is  yet  another  potential  source  of 
loan  losses  for  the  nation 's  banking  system: 
coynmercial  finance. 

I  can  get  it 
for  you  wholesale 


By  IHatthew  Schifrin 


THE  BUSINESS  LOAN  UIVISKW  of 
Associates  Corp.  bid  last  No- 
vember to  finance  a  leveraged 
buyout  by  some  B.F.  Goodrich  manag- 
ers of  100  or  so  retail  tire  stores.  In- 
volved was  $30  million.  "We  were 
asked  to  consider  the  deal  for  2  points 
over  prime,"  gripes  Harold  Marshall,  a 
senior  executive  vice  president.  "Con- 
sidering the  work  involved,  we  were 
thinking  at  least  4."  An  arm  of 
Security  Pacific  Bank  did  the 
deal  for  a  lower  bid.  Associates 
has  since  pulled  out  of  this  kind 
of  asset-based  financing. 

Lending  money  secured  by 
the  assets  of  medium-size  com- 
panies used  to  be  a  great  little 
business.  There  were  plump 
fees,  and  lenders  asked  and  got  S 
percentage  points  over  the 
prime  rate  when  their  cost  of 
money  was  a  few  points  below 
prime.  The  risk  was  that  the 
lender  would  end  up  owning  the 
assets  that  secured  the  loan. 

In  those  days  commercial  finance 
was  led  by  a  few  nationally  prominent 
firms,  such  as  Walter  Heller,  CIT  Fi- 
nancial, Commercial  Credit  and  Gen- 
eral Electric  Credit.  Returns  of  20% 
on  equity  and  2.5%  to  3%  on  assets 
were  common. 

But  now  hundreds  of  banks  and 
thrifts  are  elbowing  each  other  for 
market  share  in  commercial  finance 
alongside  insurance  companies  and 
industrial  firms.  From  New  York's 
Goldome  Savings  to  California's  First 
interstate  and  from  Borg-Wainer  to 
f'lo  regional  phone  companies  U.S. 

•  -W'd  Pacific  Telecom,  lenders  are 
:    :  5  margins. 

■F.b.c-  ar.traction  is  some  140,000 
•-'•ih  sales  from  $5  million  to 


mand,  over  the  next  four  years,  is  ex- 
pected to 'grow  at  least  10%  annually. 
With  bank  lending  generally  sluggish 
and  with  big  firms  bypassing  banks 
for  commercial  paper  and  junk  bonds, 
the  supply  of  funds  chasing  middle- 
market  asset-based  loans  is  growing 
even  faster. 

But  do  the  bankers  really  know 
what  they  are  getting  into?  There  are 
almost  no  sizable  independent  com- 
mercial finance  companies  left  for 


Almarc  Manufacturing  Co.,  suppos 
edly  backed  by  inventory  and  based 
on  receivables.  Everything  went 
smoothly  until  early  1983,  when 
Maryland  National  found  out  that 
Almarc  had  been  creating  fictitiou^ 
accounts  receivable,  inflating  the  in^ 
ventory  and  submitting  overly  opti- 
mistic reports. 

"We  had  to  eat  $8  million  within 
one  year,"  says  Maryland  National's 
treasurer,  David  Spilman.  "We  had  a 
corporate  directive  to  grow  that  unit 
as  fast  as  we  could.  We  weren't  paying 
attention  to  solid  credit  underwriting 
principles." 

Maryland  National's  problems  are 
not  atypical.  Fraud  cost  Greyhound's 
commercial  finance  subsidiary  $36 
million  last  year. 

"Commercial  financiers  would 
probably  be  able  to  find  a  way  for  you 
to  pledge  your  pet  poodle  as  collater- 
al," says  Noel  Delaney,  credit  analyst 
at  L.F.  Rothschild. 

Poodles  or  no,  failure  rates  for  asset- 
based  loans  are  high,  even  in  today's 
relatively  prosperous  economic 
clime.  According  to  L.F.  Rothschild's 
credit  analysts,  about  I  asset-based 
loan  in  50  defaults  and  about  1  in  30 
becomes  nonperforming.  By  compari- 
son, I  in  200  middle-market  commer- 


;il!;o:.  annually  whose  loan  de- 


banks  to  buy.  As  a  result,  bankers  arc 
turning  their  credit  officers  into  com- 
mercial financiers.  But  asset-based  fi- 
nancing is  considerably  more  sophis- 
ticated than  traditional  commercial 
bank  lending  and  requires  much  more 
oversight. 

"The  types  of  assets  we  value  run 
the  gamut,"  admits  Martin  Kelly, 
president  of  Security  Pacific  Business 
Credit.  "We  look  at  trademarks,  fran- 
chises, patents,  production  processes 
and  even  the  value  of  shelf  space  in 
the  supermarket." 

The  hazards  here  are  obvious.  An 
affiliate  of  Baltimore-based  bank 
holding  company  Maryland  National 
Corp.  learned  the  hard  way.  It  lent  a 
routine  $11.1  million  in  1981  to  an 
Illinois-based    antifreeze  company. 


cial  bank  loans  goes  into  default  and  1 
in  about  50  becomes  nonperforming. 

The  extra  risk,  of  course,  is  what 
has  made  commercial  finance  so  prof- 
itable. To  cover  the  risk,  lenders  typi- 
cally demanded  a  premium  interest 
rate — and  then  some.  But  now,  saysi 
Steven  Stone  of  Congress  Financial'si 
New  York  office,  "S&.Ls  are  quotingi 
loans  at  1  point  below  prime.  We  can'tj 
book  loans  at  that  price.  That  is  our' 
cost  of  funds." 

If  the  economy  gets  stronger,  of 
course,  most  of  these  problems  will 
disappear.  Cash  flows  will  continue 
to  support  loan  service,  and  increased 
demand  for  loans  will  push  interest 
rates  to  safer  margins.  But  if  the  econ- 
omy weakens  seriously,  this  is  one 
more  danger  point.  ■ 
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Diversification. 

Getting  into  new  things.  Because 
the  future  belongs  to  those  who 
anticipate  change-to  Eaton. 


F:T*N 

Growing  into  the  future. 

Automotive  •  Electronics 
Defense  •  Capital  Goods 


I 


1 

I 


^^When  a  lawyer  I  know  needed  a 
12 -phone  system  for  his  office,  he  called 
I  Contel. 

I  ^^Probably  not  a  bad  choice,  since 

I   they're  the  same  folks  who  designed  a 
telephone  system  for  the  entire  country 
of  Egypt  r  ^  ^  ^ ==== 


The  Up  &  Comers 


Strategy! 


Let  the  big  hoys  fight  for  the  hospital  market 
in  big  cities.  National  Healthcare  has 
found  out  that  there's  a  lot  of  money  to  be 
made  in  small  towns. 


Wal-Mart 
hospitals 


By  Lisa  M.  Keefe 


Its  customers  are  low-income,  poor- 
ly educated  and  elderly;  most  are  ei- 
ther Medicare  or  Medicaid  cases  or 
uninsured.  The  hospitals  this  compa- 
ny acquires  are  often  operational 
nightmares  and  moneylosers.  They 


have  fewer  than  a  hundred  beds  on 
average  and  are  situated  in  such 
places  as  Vienna,  Ca.  and  Pocahontas, 
Ark.  What  kind  of  market  does  Na- 
tional Healthcare,  Inc.  think  it's  in? 

A  damn  good  one.  "We  want  to  be 
the  Wal-Mart  of  health  care,"  says 
National    Healthcare    President  L. 


Stanton  Tuttle.  NHI,  headquartered 
in  Dothan,  Ala.,  rang  up  revenues  of 
roughly  $118  million  for  fiscal  year 
1986  (ended  June  30),  up  more  than 
threefold  from  the  year  before.  Profits 
also  tripled,  to  an  estimated  $4.3  mil- 
lion, or  53  cents  a  share.  Most  of  the 
gains  are  the  result  of  the  company's 
acquisition  binge — it  bought  25  hos- 
pitals in  its  Southeast  market  since 
June  1984.  But  it  does  know  how  to 
run  a  hospital.  At  a  time  when  the 
hospital  industry — NHI  included — 
has  falling  occupancy  rates,  the  com- 
pany is  holding  on  to  revenues.| 
Thanks  to  strong  outpatient  depart- 
ments, the  average  hospital  held  for  at 
least  one  year  by  NHI  reported  a  6.9% 
increase  in  revenues  in  fiscal  1986. 

"If  we  buy  them  right,  we'll  be  suc- 
cessful," explains  Stephen  L.  Phelps, 
NHI's  founder  and  chief  executive  of- 
ficer. Buying  right  means  finding  a 
hospital  that  is  the  only  one  in  a  grow- 
ing community,  or  one  of  only  two, 
and  available  cheap.  There  are  a  lot  of 
these  hospitals,  operated  at  a  loss  by 
municipalities  or  being  sold  off  by  the 
likes  of  Hospital  Corp.  of  America  or 
American  Medical  International.  NHI 
turns  down  ten  facilities  for  every  one 
it  buys. 

On  new  purchases  Phelps  tries  to 
turn  an  operating  profit  within  30 
days.  How?  NHI  usually  finds  plenty 


Natiotuil  Healthcare  Chief  Executive  OJ]iccr  Stephen  L  Phelps 
Turning  a  profit  in  Pocahonttis,  Ark. 


Iihjrp 


140 


FnRRF<;  SFPTFMRFR  97  1 


~1 


JOB  INVOICE 


South  Seas  Sliipping  Company 


November  20, 1986 


Ms.  Cathy  Lyons 

Import  OHiCer 

Botanical  Research  Ltd. 

55  Wewak  Road 

Moresby,  Papua,  New  Guinea 


Dear  Ms.  Lyons: 


Re:  Palm  Fruit  Research 


This  leHei  confirms  the  agreoment  me  reached  at  our  meeting  last  week  in  San  Francisco. 

Botanical  Research,  Ud.  will  recommend  the  optimal  conditions  lor  shipping  palm  Iniit  and  palm  oil. 

,/iiBonanI  issues  tor  consideration  are:  lemperaluro  during  stripping  and  length  ol  Ime  between 
^hioping. 

i-ompleled  by  June  1 ,  1 987. 


Seas  c!h, 

Char, 


^""''.fttertW  'f„4ioJ  (,o«t 

(COSU 
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YOU  COULD  PRINT  EVERYTHING  ON 
THIS  DESK  FROM  A  BUSINESS  PC? 

The  world's  best-selling  desktop  laser  printer  has 
something  in  store  for  just  about  every  business  that's 
ever  dealt  with  the  printed  word. 

Because  the  Hewlett-Packard  LaserJet  Printer  is 
the  only  printer  of  its  kind  specifically  designed  to 
work  witii  over  300  software  programs.  And  since  it 
hooks  up  to  almost  any  business  PC,  it's  right  for  all 
kinds  of  users — not  just  the  art  department.  So  you 
can  print  everv'thing  on  this  desk— from  simple 
memos  to  your  life's  memoirs.  And  get  high-quality, 
professional-looking  output. 

Combined  with  our  very  fast,  very  versatile 
HP  Vectra  PC  (it's  ffiM  PC/AT  compatible)  and  the 
software  of  your  choice,  the  HP  LaserJet  is  the  cor- 
nerstone for  a  complete  desktop  publishing  solution. 
One  your  whole  company  can  easily  use. 

Of  course,  the  HP  LaserJet  also 
works  with  IBM  PC's  and  compatibles. 
As  well  as  software  bke  Lotus  1-2-3, 
WordStar  and  d:BASE  II.  And,  for 
around  $3,000,  it's  the  laser  printer 
you  can  afford. 

We  can't  print  all  the  reasons  our 
HP  LaserJet  is  the  printer  of  choice.  But  if  you  stop  by 
an  autiiorized  HP  dealer  or  call  us  at  1 800  367-4772, 
Dept.  687S  for  the  one  nearest  you,  we'll  show  you 
why  HP  qualify  printing  makes  very  good  business 
sense  indeed. 

Pnnr  samples  produced  on  o  LaserJet  Pkjs  with  the  (r>lkjwing  .softwaie  pacl<oges  Si'jdio  SoUwofe  Spf^lbincJer*  DeskTop 
Publishei,  MicroPro  WordStar  2000*  Loius  12  3'  and  FormMaker  ll'"  HP  Veclro  PC  is  o  liaOemaih  ol  Hewlett  Pochuid 
IBM  PC  IS  a  fegislered  Irodernorlt  of  International  8iisines.s  Machines  Corp  Lulus  I  7-3  is  o  reqistefed  Iradeniotk  ol 
Lotus  Development  Corp  WordStOf  is  a  registered  Irodemofk  of  MicioPro  Inlernaiionol  a  BASE  II  is  o  registered  trodemoff^ 
olAshtonTote  *  1986Hewiell  PocliaidCo 


¥A'3i  HEWLETT 
mLcM  PACKARD 

Business  CompuHng  Systems 

PG601KB9 


HP  Wectra  PC 


I  i  loorn  for  wielding  a  scalpel  in  lax 
■•  counting,  employment  and  inven- 
tory control.  In  a  recent  acquisition  in 
Sparta,  Tenn.  the  former  owner  had 
done  outpatient  lab  tests  for  eight 
months  without  sending  any  billing 
notices,  a  $34,500  oversight. 

Staff  reductions  are  the  rule.  Phelps 
keeps  the  existing,  familiar  adminis- 
trators when  possible  but  sends  a 
team  of  advisers  from  the  corporate 
office  to  nudge  them  the  right  way. 
Each  team  supervises  six  hospitals, 
flying  to  one  each  week  for  three  days 
of  live-in  hospital  work. 

It's  painful  to  dump  loyal  employ- 
ees, especially  in  closely  knit  commu- 
nities. But  what's  the  alternative  for  a 
municipal  owner  to  selling  out  to  Na- 
tional Healthcare?  Typically,  by  the 
time  National  Healthcare  purchases  a 
facility,  It  has  such  a  poor  reputation 
that  as  much  as  80%  of  its  potential 
patients  go  out  of  town  for  treatment. 
Worse,  the  ones  that  leave  arc  usually 
the  most  profitable  patients,  the  com- 
mercially insured. 

An  inefficient  municipal  hospital  is 
nothing  surprising,  but  what  about 
the  others?  Doesn't  Hospital  Corp. 
know  how  to  run  a  business?  The 
bigger  chains  are,  of  course,  no 
slouches  when  it  comes  to  cost-cut- 
ting, but  they  don't  seem  to  have  the 
same  knack  for  small-town  market- 


ing that  NHI  does. 

"National  Healthcare — unlike  the 
other  companies — has  been  most  re- 
sponsive to  the  wishes  of  the  city," 
said  the  late  Mayor  E.H.  Graves  of 
Eufaula,  Ala.  NHI  purchased  a  facility 
there  nearly  two  years  ago  from  an- 

Ws  pailful  to  dump  loyal 
employees,  especially  in 
closely  knit  communities. 
But  what's  the  alternative 
for  a  municipal  owner  to 
selling  out  to  National 
Healthcare?  By  the  time 
National  Healthcare 
purchases  a  facility,  it  has 
such  a  poor  reputation  that 
as  much  as  80%  of  its 
potential  patients  go  out  of 
town.  Worse,  the  ones  that 
leave  are  usually  the 
most  profitable. 

other  health  care  chain. 

Phelps  says  he  has  already  won 
back  an  average  of  3%  of  the  commer- 
cially insured  patients  for  his  hospi- 
tals. The  selling  includes  a  quarterly 
newsletter  sent  to  every  household  in 
the  market  area,  free  education  and 
testing  clinics,  lunches  for  influential 
businessmen  and  politicians  and 
"preferred  provider"  contracts  with 


nearby  employers,  which  gives  thei 
employees  substantial  discounts  fo: 
taking  their  business  to  NHI  hospital^ 
and  physicians. 

Marketing  expense,  3%  of  a  typica 
NHI  hospital's  budget,  pays  off.  A  free 
screening  clinic  for  hypertension  helc 
last  May  at  one  of  NHI's  hospital" 
cost  $620;  22  people  were  referred  foj 
further  treatment,  and  the  compan)j 
gained  $3,245  in  revenues.  Sinc^ 
NHI's  hospitals  are  so  small  to  begir] 
with,  a  mere  five  or  ten  patients  mor^ 
can  put  them  over  the  top. 

If  there  is  a  weakness  at  NHI,  it  iS 
overconfidence.  "We'll  be  a  billion^ 
dollar  company  by  the  early  1990s,' 
predicts  Tuttle.  Indeed,  the  com 
pany's  buying  spree  has  made  its  bal 
ance  sheet  sickly:  Long-term  debt  is 
roughly  191%  of  equity,  and  interesi 
expense — as  much  as  14.5%  on  its 
)unk  bonds — eats  an  estimated  8%  ol 
revenues.  Fortunately  for  NHI,  the 
market,  hungry  for  another  growth 
company,  shares  Tuttle's  enthusiasm 
and  has  bid  the  stock  up  to  28  times 
earnings.  Phelps  plans  a  third  stock 
offering  within  a  year. 

It  seems  almost  too  obvious  tc 
work,  but  It  does — for  Wal-Mart 
Stores  and  now  for  National  Health 
care:  Let  the  established  companies 
take  the  big  cities.  There's  plenty  ol 
money  in  little  towns.  ■ 


ALL  ACROSS  AMERICA,  ALL  KINDS  OF  COMPANIES 
ARE  MAKING  THE  RIGHT  MOVE  WITH  RYDER. 


Reynolds 

Aliiminum  

Bitildmg  Products 


From  nationwide  air  freight  to  local  lobsters,  daily 
newspapers  to  building  products,  the  companies 
America  depends  on  have  come  to  depend  on  Ryder. 
For  some  very  good  reasons:  RELIABILITY  "four  cus- 
tomers expect  it,  and  we  help  you  deliver  it.  Every 
Ryder  vehicle  is  specified  to  exacting  standards,  and 


backed  by  the  industry's  most  extensive  preventive 
maintenance  and  safety  programs.  FLEXIBILITY  We 

can  supply  you  with  one  truck  for  a  rush  delivery.  A 
fleet  to  help  you  expand  your  business.  A  total  trans- 
portation system  that  includes  design,  management, 
vehicles  and  labor.  Or  almost  anything  in  between. 


1  AT 


With  Medicare  cutting  hack,  the  squeamish 
faint  at  the  sight  of  hospital  bonds.  Where 
they^  faint,  other  investors  see  opportunity^ 


Vital  signs 


By  Robert  McGough 

THE  Harris  County  public  hos- 
pitals in  Houston  seem  candi- 
dates for  intensive  care.  Hous- 
ton is  sick  from  the  oil  glut,  and  80% 
of  the  hospitals'  patients  are  indigent. 
Their  tax-exempt  bonds  yield  a  high 
8.3% .  The  bonds  of  Johns  Hopkins  in 
Baltimore,  one  of  the  most  recognized 
hospital  names  in  the  country,  yield  a 
low  7.3%. 

If  you  think  Johns  Hopkins'  bonds 
are  a  better  investment  than  Harris 


County's,  you're  running  with  the 
herd.  Running  with  the  herd  isn't  the 
smart  way  to  invest. 

Says  Paul  Thompson,  a  bond  ana- 
lyst who  recently  left  L.F.  Rothschild, 
Unterberg,  Towbin  for  Shearson  Leh- 
man Brothers:  "Johns  Hopkins  is  trad- 
ing too  rich  in  comparison  to  other 
similar  hospitals.  Hopkins  is  one  of 
the  best  hospitals  in  the  country,  but 
that's  only  part  of  the  story." 

For  small  investors,  individual  tax- 
exempt  bonds  are  lousy  investments: 
The  spread  between  buying  and  sell- 


ing prices  is  high,  and  the  markets 
aren't  all  that  liquid.  Small  investors 
arc  better  off  in  a  mutual  fund  that 
invests  in  tax-exempt  bonds.  Trouble 
with  the  funds,  though,  is  that  they 
take  costs  and  fees  off  the  top,  cutting 
your  take-home  yield  by  as  much  as  a 
sixth.  Thus  for  those  with  several 
hundred  thousand  dollars  or  more,  it 
is  often  better  to  buy  bonds  directly. 
In  tax-exempts  as  in  stocks,  there  are 
at  any  given  time  relatively  overval- 
ued and  relatively  undervalued  bonds. 

For  example,  three  years  ago  bonds 
for  Washington  Advcntist  Hospital  in 
Takoma  Park,  Md.  were  considered  so 
risky  that  they  yielded  about  2% 
more  than  prime  tax-exempt  bonds. 
Besides  the  fat  coupon,  buyers  have 
enjoyed  a  15%  capital  gain  so  far. 

Investors  once  didn't  worry  much 
about  hospital  credits.  Only  3  hospi- 
tal defaults  out  of  1,300  issues  have 
been  recorded  by  the  credit-raters  at 
Moody's  and  Standard  &  Poor's.  In  the 
second  quarter,  however.  Standard  & 
Poor's  downgraded  17  hospital  bonds 
and  upgraded  2. 

The  new  risk  factor  is  Medicare, 
which  continues  to  cut  its  payments 
to  hospitals.  "The  government  is  slic- 
ing away,"  says  James  Sauer,  the  ad- 
ministrator for  St.  Joseph  Medical 
Center  in  Burbank,  Calif. 

How  does  Thompson  take  a  hospi- 


CONTROL  We  tailor  our  services  to  your  needs,  even 
paint  your  vehicles  with  your  colors  and  logo.  Then 
you  use  your  fleet  exactly  as  if  you  owned  it.  We  don't 
take  anything  aw  ay  from  you  except  the  problems. 
COST  EFFECTIVENESS  That's  really  the  bottom  line. 
It  results  from  everything  we've  been  discussing. 


li- 


Whether  your  business  is  large  or  small,  Ryder  can 
help  you  free  your  capital  for  more  important 
purposes.  And  your  time  for  more  important  issues. 

Just  talk  to  your  local  Ryder  representative  for 
details.  And  put  your  company  in  good  company. 

^jKVDBt.THE  RIGHT  IViOVL 

A  Ryder  System  Company. 
©1986  Ryder  Truck  Rental  Inc. 
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At  Owens-Illinois  we're  increasing 
shareholder  value. 


Our  objective  at  Owens-Illinois  is  to  generate  a  significantly  improved 
eturn  on  equity  and  solid,  sustainable  earnings  growth  over  time.  In  the 
rocess  we  expect  O-I's  share  price  to  increase  proportionally  and  trade  well 
bove  book  value  based  on  performance. 

And  we  are  performing.  Our  1985  earnings  reached  an  all-time  high. 
lOE  also  improved  measurably.  And  1986  first-half  earnings  were  up  31 
ercent.  Since  the  beginning  of  1984  O-I  shareholder  value  has  doubled,  from 
ist  over  $1  billion  to  more  than  $2  billion. 

We  started  with  a  commitment  to  our  basic  businesses — glass,  plastic 
nd  paper  packaging  and  consumer  and  specialty  glass— where  we  felt  we 
rere  or  could  be  the  best. 

Then  we  worked  on  lowering  costs,  improving  productivity,  and  rede- 
loying  assets  as  appropriate.  Much  is  done.  More  remains. 

We  also  realized  these  solid— but  low-growth— businesses  alone  could 
ot  get  us  to  our  goals.  So  we  began  moving  selectively  into  two  high- 
rowth  areas— long-term  health  care  and  mort- 
age banking.  O-I  is  already  the  fifth  largest 
ivestor-owned  operator  of  extended  care  facili- 
es  and  one  of  the  five  largest  producers  of 
^sidential  mortgages  in  the  nation. 
Il     Owens-Illinois.  A  $3.7  billion  global  organiza- 

lon  focused  on  profitable  growth.  You  should  get         -  a  iili^i^ 

)  know  us  better.  We  re  touching  all  the  bases.  OWENS-ILLINOIS 


Toledo,  Ohio  43666 
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Prognosis  for  bondholders 


close  inspection  pays  off  for  investors  in  hospital 
bonds.  How  safe  are  the  bonds?  If  the  hospital  has  a  big 
market  share  or  unique  services,  its  community  has  a 


stake  in  its  survival  and  will  likely  support  it.  Where 
yields  are  liigh  in  comparison  to  risk — as  at  Providence 
in  Anchorage — the  bond  should  be  a  better  buy. 


Date  of      Issue  size 


Historic 

Market     debt-service  Current 


Shearson 


Hospital/location 

Coupon 

maturity 

(millions) 

share 

coverage 

ratio 

Yield 

rating 

Chilton  Memorial/Pompton  Plains,  NJ 

9.375% 

2013 

$42.4 

46% 

1.2x 

2.6 

7.50% 

A2 

General/Passaic,  NJ 

10.375 

2014 

60.6 

29 

1.1 

0.7 

7.75 

BBB2 

Harris  County  Hospital  Dist/Houston,  Tex 

8.25 

2026 

199.2 

NA 

2.6 

3.0 

8.25 

Al 

Johns  Hopkins/Baltimore,  Md 

6.20 

2013 

96.5 

NA 

3.6 

2.4 

7.33 

AA3 

Memorial  Medical  Center/Corpus  Christi,  Tex 

9.0 

2016 

27.0 

21 

2.6 

2.7 

8.25 

A3 

Providence/Anchorage,  Alaska 

9.625 

2005 

103.0 

NA 

2.6 

2.7 

7.50 

AA2 

Saint  John/Dctroit,  Mich 

9.20 

2010 

104.6 

NA 

1.7 

1.9 

7.60 

A2 

Uniontown/Fayette  County,  Pa 

9.75 

2015 

25.9 

38 

1.3 

1.7 

7.75 

BBB2 

Midlands  Community/Papillion,  Neb 

9.0 

2008 

19.4 

35 

0.5 

3.4 

8.75 

BBl 

NA:  Not  applicable 
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tal's  pulse?  He  looks  first  of  all  at  a 
hospital's  market  position.  "The  ulti- 
mate position  is  to  be  a  monopolist," 
he  says.  Why?  Communities  don't 
want  to  lose  their  only  hospital  (see 
story,  p.  140). 

Trends  in  market  share  can  be  more 
important  than  a  balance  sheet.  Me- 
morial Medical  Center  in  Corpus 
Christi,  Tex.  generates  enough  cash 
to  cover  its  projected  debt  service 
twice  over.  But  its  21%  market  share 
has  deteriorated  from  24%  in  1980, 
because  of  a  fast-growing  Humana 
hospital  nearby.  (In  Thompson's  sys- 
tem, 1  designates  higher  quality  and  3 
lower.)  Thompson  would  give  Me- 
morial's bonds  due  2016  an  A3  rating 
to  reflect  its  declining  share. 

Good  hospitals  with  a  monopoly  on 
certain  services — burn  units,  sophisti- 
cated surgery  and  the  like — have 
some  of  the  advantages  of  monopoly 
hospitals.  If  their  services  are  unique, 
"communities  do  find  a  way  to  con- 
tinue support,"  Thompson  says. 

Besides  market  share,  Thompson 
looks  at  working  capital,  the  excess  of 
current  assets  over  current  liabilities. 
As  for  debt  service  coverage,  a  conser- 
vative measure  is  how  well  the  hospi- 
tal could  carry  its  obligations  with 
today's  income,  before  any  new  reve- 
nues from  a  bond-funded  expansion. 
Investors  should  compare  current 
funds  available  for  debt  service — net 
revenues  after  most  expenses  but  be- 
fore depreciation,  amortization  and 
interest — with  maximum  projected 
debt  service.  Details  should  be  in  the 
prospectus. 

Aniving  at  credit  risk  is  the  first 
step.  The  next  is  to  see  whether  the 


bond's  yield  is  a  high,  low  or  accurate 
reflection  of  that  risk. 

Harris  County  Hospital  District 
8 'As  of  2026,  the  bonds  of  the  Harris 
County  hospitals  mentioned  above, 
appear  to  be  weak.  But  the  county 
pays  for  the  high  level  of  indigent  care 
through  a  property  tax.  Thompson 
thinks  the  bonds'  high  yield  more 
than  compensates  for  their  risk, 
which  he  puts  at  a  solid  Al. 

Mount  Sinai  Hospital  in  New  York 


has  been  showing  decreasing  admis- 
sions lately,  and  that  presumably  ac- 
counts for  a  relative  decrease  in  the 
price  of  its  bonds.  However,  with  FHA 
guarantees  to  the  bonds,  Thompson 
rates  them  AAA  and  says  the  8%$  of 
2026  are  a  good  buy  at  a  current  price 
of  117,  which  produces  a  yield  to  ma- 
turity of  7.5%. 

In  municipal  bonds,  as  anywhere 
else,  it  pays  to  do  homework — and  wc 
mean  pays  literally.  ■ 


Convicted  swindler  Michael  Hellerman 
vanished  into  the  federal  witness  protec- 
tion program  13 years  ago.  Now  he's  back, 
with  a  new  name  and  a  new  scam. 


A  license  to  steal 


By  Jack  Willou^by 


Michael  Rapp,  a  high-living  Miami 
businessman,  has  lately  been  pulling 
money  out  of  financial  institutions 
faster  than  an  automated  teller  ma- 
chine. His  name  has  been  linked  to 
the  failures  of  a  New  York  thrift,  a 


Florida  bank  and  a  credit  union  and  to 
a  stock  investment  scandal  in  Rich- 
mond, Va. 

Who  is  Michael  Rapp?  He's  not  Mi 
chacl  Rapp  at  all,  but  Michael  Heller- 
man, a  convicted  swindler  whose 
kiss-and-tell  biography,  Wr///  Street 
Siihuller,  was  briefly  notorious  a  de- 


ANm 

ENTERPRISE 


What  started  as  an  idea  two  years  ago  at  the 
regional  Northwestern  Bell  Telephone 
Company  is  now  the  new  "ideas  development'*'  - 
division  of  U  S  WEST. 

Northwestern  Bell  Information  Technologies 
has  officially  been  brought  under  the  global 
umbrella  of  US  WEST,  with  a  new  name, 
U  S  WEST  ENTERPRISES. 

As  U  S  WEST'S  entrepreneurial  arm, 
U  S  WEST  ENTERPRISES  transforms  opportunities 
into  new  enterprises.  An  idea  —  a  product  or 
service  —  implemented  and  nurtured,  emerges 
as  a  viable  business. 

Transforming  Ideas  And  Opportunities 
Into  New  Businesses. 


VtSMI^STENTERPRISES 


Omaha,  NE 
(402) 390^6400 

Minneapolis,  MN 
(612)627-3700 


Businesses  Currently  Operating  Within  US  WEST  ENTERPRISES  Include: 


Emergency 
Systems... 

Designing, 
developing  and 
implementing 
Enhanced  9-1-1 
emergency  reporting 
syistems. 


Network 
Services... 

Providing  voice  and 
data  CPE,  installation 
and  maintenance, 
packet  switching  and 
network  consulting 
services.  v 


Northwestern  Bell 

Technologies... 

A  high  tech 

research  and 

development/design 

engineering 

company. 


Northwestem  Bell 
Phones... 

Distributes  name 
brand,  quality 
products  to  the  small 
jusiness  and 
consumer  electronics 
markets. 


Radius... 

A  transportation 
asset  management 
company  specializing 
in  high  teen  fleet 
management 
services. 


cPijt  aj^o.  Hellcrman  gained  fame  dur- 
ing the  !970s  by  helping  put  more 
than  30  mobsters,  stoekbrokers  and 
politicians  in  prison  for  offenses  rang- 
ing from  influence-peddling  to  bank- 
ruptcy fraud.  The  U.S.  Justice  Depart- 
ment showed  its  gratitude  by  giving 
Hellerman  a  new  name — Michael 
Rapp— and  then  helped  set  him  up  as 
a  restaurant  operator  in  Falmouth, 
Mass.  under  the  federal  witness  pro- 
tection program. 

But  the  quiet  life  on  Cape  Cod  was 
not  for  Hellerman.  This  high-living 
hustler  yearned  to  return  to  his  old 
haunts — the  gaming  tables  of  Las  Ve- 
gas and  the  capitals  of  Europe.  But  to 
do  that  he  needed  money,  more  than 
he  could  possibly  hope  to  sock  away 
in  the  restaurant  business  on  Cape 


gain  the  confidence  of  bankers  trained 
to  ask  the  tough  questions?  Easy.  Be- 
cause of  Hellerman's  participation  in 
the  witness  protection  program,  he 
acquired  a  new  identity  that  became, 
in  effect,  a  franchise  to  start  conning 
people  all  over  again — secure  in  the 
knowledge  that  no  one  could  learn 
anything  about  his  true  identity. 

Says  Terence  Straub,  assistant  di- 
rector of  Florida's  division  of  banking: 
"If  anyone  tried  to  check  into  his 
background,  they  would  come  up 
against  a  brick  wall."  Or  as  Bartholo- 
mew Lee,  a  San  Francisco  lawyer  for  a 
company  used  in  one  of  Rapp's  alleged 
schemes,  puts  it:  "The  U.S.  created  a 
person  who  could,  in  fact  if  not  inten- 
tion, cause  significant  damage  to  a 
federally  insured  institution.  Now 


cnt  gimmick,  which  might  be  callei 
the  big  buyout.  An  associate  of  hi 
approached  the  chairman  and  fou 
other  shareholders  of  a  struggling  Ol 
lando  lender,  Florida  Center  Banl^ 
with  a  plan  to  buy  effective  control  C 
the  bank  through  acquiring  a  2^.9°/ 
block  at  an  outlandishly  high  price 
Unknown  to  the  eager  shareholder? 
the  purchasers  paid  for  the  stock  b* 
using  a  rubber  check  drawn  on  aj 
Oklahoma  bank. 

How  did  the  buyers  cover  the  ba^ 
check?  No  problem.  The  day  after  thi 
purchasers  acquired  control,  they  rec 
ommended  Florida  Center  (assets,  3 
million)  grant  a  $30  million  credi 
line  to  Pacecom  Inc.,  a  telephon 
company  Hellerman  controlled.  Be 
fore  state  regulators  stepped  in,  Pace 


Miami  business  broker  Michael  Rapp 

Razzle-daxzle  banlcutgfrom  a  Wall  Street  swindler. 


Cod.  What  he  needed,  in  short,  was 
some  victims. 

Ii;  the  financially  ailing  banking 
sector  he  found  plenty.  Of  the  na- 
tion's 3,100  federally  insured  thrift 
institutions,  a  recent  study  by  the 
General  Accounting  Office  reports 
that  more  than  one-third  are  in  seri- 
ous financial  difficulty.  Where  there's 
need  there's  often  greed,  so  there  was 
no  shortage  of  targets  here. 

According  to  civil  fraud  suits  in 
California  and  New  York,  as  well  as  a 
criminal  indictment  handed  down  by 
a  federal  grand  jury  last  month  in  Flor- 
ida, Hellerman  and  some  associates 
kcive  been  on  a  scamming  rampage  for 
mcycc  than  a  year,  tailoring  their  pitch 
to  it.e.  needs  of  their  victims. 

Hew  could  a  convicted  swindler 


Uncle  Sam  has  to  foot  the  bill  for 
what  its  errant  child  has  done." 

One  of  Rapp's  biggest  killings  in- 
volved New  York's  Flushing  Federal 
Savings  Loan  Association  (assets, 
$500  million).  During  a  seven-month 
period  in  1984  Rapp  and  several  cro- 
nies took  out  $8  million  in  loans  in 
the  names  of  22  separate  individual 
and  corporate  borrowers,  pledging 
worthless  securities  as  collateral. 

Why  did  the  bank  accept  the  collat- 
eral as  genuine  when  rudimentary  in- 
quiries would  have  revealed  the 
truth?  Good  question,  and  one  that 
the  FSLIC,  which  has  filed  a  civil  suit 
charging  corruption  in  the  deal,  is 
anxious  to  hear  bank  officials  answer 
under  oath  at  trial. 

In  Florida  Hellerman  used  a  differ- 


com  drew  down  $15  million  in  thi 
paper  shuffle.  Of  that  amount,  $5  mill 
lion  went  to  cover  the  worthless 
check,  with  the  rest  going  for  variou; 
other  purposes.  The  transaction 
breached  not  only  Florida  state  lend 
ing  limits  to  individual  borrowers  bu 
also  any  semblance  of  sound  bankinj 
practice,  says  Straub.  The  Federal  De 
posit  Insurance  Corp.  is  suing  for  re 
payment  of  the  loan. 

But  there's  an  ironic  twist:  In  com 
mitting  these  frauds,  Rapp/Hellermai 
has  blown  his  cover.  And  there  an 
lots  of  folks  out  there  who  would  liki 
to  get  him  for  testifying  against  then 
as  a  federal  witness.  Says  ex-lawye: 
Martin  Roth,  disbarred  on  the  basis  o 
Hellerman's  court  testimony:  "On* 
day  Rapp's  going  to  get  it."  ■ 


i48 


,an*tr9*pr9«'nar 

Entrepreneur  flHi 


•  A  leader;  e.g.,  with  the  innovative  technology  to 
produce  ten  straight  years  of  earnings  growth. 

•  Orie  who  organizes,  manages  and  assumes  the 
risks  of  a  business  or  activity  in  this  case,  one 


with  123,000  employees  worldwide. 
•  One  who  serves  as  a  middleman;  e.g.,  between 
the  demands  of  the  market  for  excellence  and  the 
demands  of  the  next  decade  for  innovation. 


The  demands  of  the  market  present 
'a  high-technology  company  with  a  maze 
of  opportunities.  Rockwell  International 
responds  by  giving  each  of  its  operations  what 
entrepreneurs  have  always  needed.  Freedom  to 
move  and  act  quickly.  Rockwell  operations  apply  ad- 
vanced technology  to  create  innovative  quality  products. 

The  result  of  this  entrepreneurial  philosophy:  a 
leading  role  in  five  diverse  areas  of  commercial  and 
government  business-contributing  to  overall 
corporate  sales  exceeding  $11  billion. 

To  learn  more  about  us,  write:  Rockwell 
International,  Department  815R-4,  600 
iGrant  Street,  Pittsburgh,  PA  15219. 


Rockwell 
International 


...where  science  gets  down  to  business 

Aerospace  /  Electronics  /  Automotive 
General  Industries /A-B  Industrial  Automation 


Are  you  confused  by  Dates  and  Darts  and  options  and  futures 
and  program  trading  and  zeros?  Do  you  find  all  this  frenetic 
trading  alarming?  Dont  write  Congress.  Relax  and  enjoy  it. 

What's  with  the 
casino  society? 
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OUR  TIMES  A  YEAR  the 

Stock   market  under- 


By  Susan  Lee 


goes  a  nifty  bit  of  high-speed  action  during  what's 
known  as  the  triple  witching  hour.  Then,  trading  can  send 
the  market  up  or  down  40  points  in  just  30  minutes,  and  an 
unwary  investor  can  get  his  or  her  ears  boxed:  The  simple 
purchase  of  IBM  could  turn  into  a  nightmare  if  the  buyer 
decides  to  place  an  order  when  the  price  is  144,  only  to  find 
that  it  has  spiked  up  to  150  a  nanosecond  later.  Or,  down 
that  much.  Either  way,  too  hairy  for  a  lot  of  people. 

That's  trading  programs  at  work,  big  players  arbitraging 
discrepancies  between  stock  prices  and  the  options  and 
futures  on  stock  indexes.  If  IBM  has  spiked  up  like  that, 
it's  because  the  stock  had  fallen  behind  the  indexes  and 
program  traders  have  bid  it  up. 

Critics — disgruntled  small  investors,  drubbed  money 
managers  and  even  usually  savvy  observers — tend  to  re- 
gard these  new  trading  strategies  as  the  devil's  work, 
degrading  financial  markets  into  crapshoots.  Especially 
since  scarcely  a  week  passes  without  the  debut  of  another 
arcane  vehicle  (see  chart,  below).  Have  the  new  instruments 
become  the  means  for  speculation  so  raw  that  it  frightens 
ordinary  investors  away? 
It  alarms  some  people  that  many  of  the  new  instru- 


ments,  the  so-called  deriva- 

  tive  securities,  have  become 

more  important  than  the  markets  they  shadow.  The  value 
of  all  NYSE-listed  securities  traded  daily  now  averages 
$3.5  billion,  while  the  underlying  value  of  stock  options  is 
three  times  that — $11.2  billion.  More  options  on  IBM  are 
traded  than  the  number  of  shares  traded.  In  fact,  the  price 
of  IBM  stock  is  now  primarily  set  in  the  options  market. 

For  doomsayers,  all  this  becomes  one  more  indication 
that  the  U.S.  is  degenerating  into  what  a  weekly  business 
magazine  called  "The  Casino  Society."  While  such  over- 
simplifications may  spook  the  nervous — and  sell  maga- 
zines— they  are  so  wide  of  the  mark  as  to  be  almost  funny. 

The  truth  is  that  the  new  financial  instruments  repre- 
sent a  mostly  healthy  evolutionary  response  to  a  vastly 
changed  economic  world. 

In  the  past  15  years  the  financial  markets  have  under- 
gone a  remarkable  transformation.  Along  with  the  changes 
wrought  by  the  internationalization  of  the  world's  econo- 
my and  improvements  in  communications  technology, 
the  markets  have  become  unusually  volatile,  jumpy,  wide- 
swinging.  Bonds  move  sharply,  the  foreign  exchange  mar- 
ket undergoes  lightning-fast  shifts  in  currency  strengths 
and  weaknesses,  and  commodities  prices  lurch  from 


Shock  absorbers 

As  events  buffet  financial  markets,  the  markets  keep 
coming  up  with  new  devices  to  cope  with  the  volatility. 
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highs  to  lows. 

To  say  that  this  volatiUty 
has  increased  risk  is  a  big  un- 
derstatement. Where  bonds 
were  something  you  bought 
and  held  until  maturity,  they 
are  today  just  a  tradable  piece 
of  paper  like  any  other:  Buy 
them  at  the  wrong  time  and 
hold  them  too  long,  and  you 
can  lose  20%  or  30%  of  your 
principal.  The  U.S.  dollar 
bought  2.34  Swiss  francs  in 
1984  and  only  1.65  Swiss 
francs  in  1986.  Currency 
swings  of  that  magnitude 
make  foreign  trade  and  in- 
vestment extremely  risky. 

How  can  foreign  trade  go 
on  in  such  an  atmosphere? 
How  can  the  long-term  bond 
market  function?  How  can 
any  business  person  plan  be- 
yond a  few  days? 

The  answer  is  this:  The 
burst  of  new  instruments  is 
nothing  more  than  a  re- 
sponse to  these  vastly  in- 
creased risks.  Indeed,  most  of 
the  exotica  are  specifically 
designed  to  hedge  against  an 
uncertain  financial  environment.  As  Dean  Richard  West 
of  New  York  University's  Business  School  observes:  "If 
the  world  were  stable,  I  think  a  lot  of  this  talk  about 
hedging  this,  speculating  that,  swapping  this,  exchanging 
this  and  floating  that  would  simply  go  away — it  just 
wouldn't  be  necessary." 

Even  more  pointedly,  Steven  Figlewski  of  New  York 
University  observes:  "In  the  1980s,  if  there  hadn't  been  a 
Treasury  bond  futures  market  where  dealers  could  hedge 
their  positions,  it's  quite  possible  that  the  long-term  bond 
market  would  have  dried  up." 

Consider,  for  example,  two  responses  to  the  erratic 
course  of  interest  rates: 


Myron  Scho/es.  Stanford  f  ')iirersiti' 
"Smart  investors  use  hedges  to  reduce  risk — 
they  can  take  larger  positions  without 
small  price  fluctuations  wiping  them  out 
and  make  bigger  profits." 


•  When  interest  rates 
started  shooting  for  the  stars 
m  the  1970s,  investors  found 
they  had  enormous  incen- 
tives to  lock  in  those  rates. 
The  answer?  In  1982  along 
came  zero  coupon  bonds  to 
protect  against  reinvestment 
risk.  Says  Stanford  Professor 
William  Sharpe:  "Zeros  pro- 
vided a  riskless  instrument 
for  investors  who  were  look- 
ing out  over  10,  20  or  30 
years.  Before  zeros,  they 
could  buy  Treasury  bonds 
but  would  have  to  reinvest 
the  stream  of  interest  pay- 
ments at  uncertain  interest 
rates.  A  zero  will  just  pay  you 
the  lump  sum  10,  20  or  30 
years  from  now." 

Zero  coupon  bonds,  un- 
heard of  ten  years  ago,  are 
one  of  the  most  popular  of 
the  new  financial  instru- 
ments. In  essence  they  are 
bonds  stripped  of  interest 
coupons  and  selling  at  the 
discounted  present  value  of 
the  principal  at  maturity.  In 
an  atmosphere  of  stable  in- 
terest rates,  no  one  would  bother  with  zeros.  But  in  today's 
volatile  markets  they  serve  a  useful  purpose — not  for  spec- 
ulation but  for  investment. 

•  Without  the  new  financial  instruments,  the  U.S.  mar- 
ket for  home  mortgages  might  well  be  in  total  collapse. 
How  could  a  bank  lend  for  30  years  at  a  fixed  rate  when  it 
hasn't  the  foggiest  notion  what  interest  rates  will  be  next 
month — let  alone  30  years  from  now?  Today,  therefore, 
banks  hedge  against  a  steep  rise  in  interest  rates  by  making 
floating-rate  loans.  But  borrowers  want  caps  on  how  high 
those  interest  rates  can  float.  Thus,  in  1982,  banks  started 
hedging  against  the  possibility  that  interest  rates  would 
rise  above  the  caps  by  taking  short  positions  in  the  bond 
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futures  market.  Here,  caps 
hedge  risk  for  one  party  and 
create  risk  for  another  who, 
in  turn,  transfers  the  risk  to 
yet  another  party. 

Hedging  hkc  this  makes 
sense.  Consider  the  futures 
markets,  which  offer  a  clas- 
sic way  to  hedge  holding  in- 
ventory in  the  present.  Farm- 
ers, for  mstance,  can  use  fu- 
tures contracts  m  the 
commodities  markets  to  pro- 
tect against  the  risk  of  hav- 
ing farm  prices  move  against 
them.  Since  farmers  arc  long 
the  commodity — they  own 
it — they  take  a  short  position 
in  the  futures  market.  That 
way,  if  farm  prices  fall,  they 
will  lose  money  on  their  in- 
ventory but  make  money  on 
their  short  position. 

Robert  Johnson  of  Johnson 
Farms  in  DcKalb,  111.  has 
been  using  the  futures  mar- 
kets for  seven  years.  And 
profitably.  In  1983,  for  exam- 
ple, corn  prices  were  high. 
Johnson  wanted  to  lock  in 
those  prices,  so  he  jumped 
into  the  futures  market  and  sold  short  1986  contracts  at 
1983  prices — and  made  a  bushel  when  prices  fell. 

Ditto  for  business  people  who  must  make  transactions 
in  different  currencies.  They  can  take  offsetting  positions 
in  the  foreign  exchange  markets.  Take  Colgate-Palmolive, 
a  firm  doing  lots  of  business  abroad.  This  year,  for  in- 
stance, the  company  was  nervous  that  the  Australian 
dollar  would  fall  and  deck  the  value  of  its  royalty  pay- 
ments in  Australia.  So  Colgate-Palmolive  sold  short  Aus- 
tralian dollars.  (Good  move:  The  Australian  dollar  has 
declined  against  the  American  dollar.) 

Brokerage  houses,  of  course,  have  been  hedging  their 
holdings  of  stocks  and  bonds  against  a  price  collapse  for 
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Sterol  J'ig/eit  ski.  i\'cic  )  oii>  I 'ni/  vrsit]' 
"Portfolio  divers^cation  used  to  be  the  only 
way  for  investors  to  reduce  risk.  Now  there 
are  futures  and  options  and  other  effective 
ways  to  manage  risk." 


years.  Says  Professor  Myron 
Scholes  of  Stanford,  "Broker- 
age houses  could  be  making 
money  by  turning  over  their 
inventories  at  the  same  time 
they  are  losing  money  on 
their  holdings,  so  they  go 
into  the  options  or  futures 
markets  to  offset  inventory 
risk." 

Even  corporate  treasurers 
have  caught  on.  Say  a  firm 
receives  a  big  lump  of  cash. 
Instead  of  going  out  and  buy- 
uig  a  bond,  the  corporate 
treasurer  will  now  both  buy  a 
bond  and  sell  short  on  the 
financial  futures  market, 
thus  locking  m  the  com- 
pany's return  against  a  sud- 
den surge  m  interest  rates. 

Possibilities  for  hedging 
encourage  investment  for  the 
simple  reason  that  without 
the  ability  to  reduce  risk, 
there  would  be  less  invest- 
ment as  people  sought  to 
avoid  risk. 

Do  these  instruments  cre- 
ate opportunities  for  specula- 
tion as  well;  Of  course  they 
do.  But  they  transfer  risk  trom  those  who  don't  want  to 
bear  it  to  those  who  do. 

Do  the  new  instruments  divert  money  from  investment 
into  speculation?  Quite  the  opposite.  They  enhance  li- 
quidity in  markets,  and  liquidity  encourages  investment; 
How  many  people  would  dare— in  today's  wild  world — 
make  a  long-range  fixed  investment  from  which  there  was 
no  reasonable  escape? 

Specifically,  consider  how  two  new  instruments  -mort- 
gage-backed securities  and  junk  bonds — create  liquidity. 

•  By  pooling  small-denomination  mortgages  into  securi- 
ties that  look  like  bonds,  savings  and  loans  can  sell  mort- 
gages to  a  different  class  of  investor.  Thus,  they  permit 
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thrifts  to  divert  funds  from 
the  bond  to  the  mortgage 
market.  And  the  abihty  to 
sell  off  their  mortgages 
makes  thrifts  more  willing  to 
provide  mortgages — even 
when  interest  rates  are  high- 
ly unstable — at  a  lower  cost. 

•  Companies  with  ques- 
tionable pasts,  or  no  pasts,  or 
overloaded  balance  sheets 
used  to  have  trouble  raising 
money.  Now,  however,  junk 
bonds  make  it  possible  for 
these  companies  to  offer  a  se- 
curity that  is  somewhere  be- 
tween a  bond  and  an  equity 
as  a  source  of  funds.  More 
speculative  than  ordinary 
bonds?  Of  course,  but  also 
more  lucrative. 

hi  both  cases,  something 
relatively  illiquid  has  be- 
come liquid,  and  risk  has 
been  shared. 

Is  there  such  a  thing  as  too 
much  liquidity?  A  certain 
old-fogy  attitude  is  outraged 
at  the  thought  that  every- 
thing can  be  turned  into 
money  quickly.  The  thought 
seems  almost  sacrilegious.  Maybe  so,  but  times  change. 
Yesterday's  sacrilege  is  today's  orthodoxy.  Says  Hayne 
Leland  of  Leland  O'Brien  Rubinstein  Associates,  a  Los 
Angeles  investment  management  firm,  "As  long  as  every- 
body has  confidence,  liquidity  is  very  useful.  And  it's 
unlikely  that  everybody  will  be  irrational  at  once.  There's 
always  a  price  low  enough  to  induce  somebody  to  buy." 

But  what  about  the  fear  of  too  much  speculation?  The 
traditionalists  forget  that  one  person's  speculation  is  an- 
other's hedge.  That  is,  one  side  of  a  transaction  might  be  a 
player  who  is  taking  on  a  lot  of  risk,  or  speculating,  while 
the  other  side  might  be  a  player  who  is  laying  off  risk,  or 
hedging  an  existing  position. 


William  Silher;  Neiv  York  University 
"The  marlcets  have  become  more 
transactions  oriented.  Business  is  done 
on  a  transactions  rather  than  an 
oV  boy  basis." 


Take  the  options  market 
for  specific  stocks.  An  option 
gives  the  holder  the  right, 
but  not  the  obligation,  to  buy 
(a  call  option)  or  to  sell  (a  put 
option)  something  at  a  spe- 
cific price  during  a  specific 
period.  Options  permit  peo- 
ple to  hedge  positions  in  ac- 
tual stocks. 

If  you're  long  IBM,  you  can 
lay  off  the  risk  of  having 
IBM's  price  go  down  by  ei- 
ther selling  calls  or  buying 
puts — either  strategy  will 
limit  how  much  money  you 
would  lose  if  the  actual  price 
of  IBM  goes  down.  (And  limit 
how  much  money  you'd 
make  if  the  price  goes  up. 
That's  nothing  more  than 
the  familiar  risk-reward 
tradeoff — nothing  specula- 
tive about  it.) 

People  forget  that  using 
options  to  hedge  is  actually  a 
more  conservative,  less  risky 
way  to  play  than  just  plain 
owning  the  security. 

Just  as  the  promise  of  vast 
gains  keeps  speculators  in 
the  market,  the  ability  to  hedge  keeps  investors  in  there, 
too.  The  stock  index  futures  market,  for  example,  allows 
investors  to  hedge  movements  in  the  overall  stock  market, 
and  thus  reduces  concern  that  their  cash  positions  will 
move  against  them.  Meaning,  they  can  hold  on  to  stocks 
they  like  even  when  the  overall  market  is  heading  down. 

Of  course,  in  these  examples,  there  very  well  could  be  an 
investor  on  the  other  side — selling  uncovered  puts  or  calls, 
or  going  short  in  Treasury  futures — taking  enormous  risk. 
Is  that  bad?  Different  people  have  different  tolerances  for, 
and  abilities  to  withstand,  risk.  The  sophisticated  new 
instruments  are  risk-differentiated;  just  as  more  and  more 
consumer  markets  are  being  fragmented  today  to  cater  to 
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"We  dropped  $490  milli(| 


downs-18  in  all-plus  a  series  of  consolifc 
dations  and  selective  acquisitions.  Tougfci 
decisions,  but  necessary.  All  designed  tipK 
strengthen  our  operating  base.  Il\ 

Results  so  far?  A  stronger  and  better  m\ 
focused  Continental.  K 

One  example:  the  increase  in  busine  fc 
from  national  insurance  brokers.  We  Kuf 
made  a  concerted  effort  to  put  the  peoplft 
programs  and  capital  in  place  to  develofc 
business  from  this  source.  In  1981  our  An 
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When  we  looked  at  Continental  in  the 
early  1980s,  we  saw  an  assortment  of 
unrelated  business  units  heading  in  dif- 
ferent directions.  A  sharper  focus  was 
needed.  So,  as  a  key  element  of  our  new 
growth  strategy,  we  decided  to  reorganize 
around  the  core  business  we  know  best- 
insurance. 

What  followed  was  a  massive  redeploy- 
ment of  resources:  almost  a  half  a  billion 
dollars' worth  of  divestitures  and  close- 
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vorth  of  business  interests  in  the  1980s." 


"Excellent. 
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remiums  from  national  brokers  totaled 
Jme  $100  million.  Today  they  are  over 
600  million. 

We  also  took  significant  steps  to  expand 
ur  life  and  health  insurance  business. 
3day,  at  $638  million,  life  and  health 
'presents  15  percent  of  our  total  pre- 
iiums  compared  to  8  percent  in  1981. 

We  made  other  changes  in  keeping 
'ith  our  new  corporate  strategy  Like 
^fining  our  independent  agency  network 


in  order  to  develop  long-term  ties  with  a 
handpicked  group  of  profit-oriented 
agents.  And  we've  also  added  new  distri- 
bution channels. 

We  believe  today's  Continental  has  the 
future  covered. 

To  learn  more,  ask  for  our  latest  annual 
report.  Write:  The  Continental  Corporation, 
Department  RG,  Corporate  Communication^ 
180  Maiden  Lane,  New  York,  New  York 
10038.  Or  telephone  (212)  440-7747. 


Photographed  at  Continental's 

world  headquarters  in  New  York  City'i, 

financial  district. 
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We  have  the  future  covered. 
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Opportunity,  thy  name  is  discrepancy 
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t's  3:30  on  the  after- 
noon of  Mar.  1 1,  and 
the  volume  on  the  New 
York  Stock  Exchange  is 
riding  along  at  166.1  mil- 
lion. Suddenly — frenzy.  A 
billion-dollar  trading 
binge  convulses  the  stock 
market.  Torrents  of  buy 
and  sell  orders  rush  in. 
And  v^hen  the  market 
closes,  the  Dow  has 
jumped  43  points  and  vol- 
ume has  topped  187  mil- 
lion. Program  trading  (see 
story)  has  struck  again. 

What  gives?  Stanford 
professor  of  finance  Wil- 
liam Sharpe  gives  the  fol- 
lowing— very  stripped 
down — explanation . 

Imagine  that  three 
stocks  form  the  S&P's 
500,  or  the  cash  market. 
One  trades  every  hour, 
and  the  other  two  trade 
every  day  or  so.  And  then 
let's  say  that  near  the  close  of  the  day  some  information 
comes  in  indicating  that  the  economy  is  set  to  fly. 

This  probably  means  all  three  stocks  will  look  more 
valuable  to  investors.  The  more  liquid  stock  trades 
immediately,  and  its  price  goes  up  to  reflect  the  news. 
The  prices  of  the  two  more  illiquid  stocks,  however, 
stay  the  same.  Thus,  the  S6».P's  goes  up  only  slightly — 
less  than  the  good  news  would  seem  to  justify. 

Meanwhile,  traders  are  busy  trading  the  S&iP's  Index 
futures,  where  transaction  costs  are  cheaper  than  in  the 
cash  market.  They  are  buying  based  on  the  expectation 
that  the  prices  of  the  underlying  stocks  will  shortly  rise. 
This,  of  course,  bids  up  the  price  of  the  futures. 

Specifically,  suppose  our  theoretical  S&P's  500  was 
100  before  the  good  news.  And  let's  say  that  after  the 
news  its  value  would  be  108.  But,  because  there  are  two 
illiquid  stocks  that  haven't  been  bid  up,  the  S&P's 
climbs  only  to  104.  Busy  buying  in  the  futures,  on  the 


William  Sharpe,  Stanford  University' 
"Computer  programs  aren't  screwing  up  the 
market.  They  are  making  it  more  efficient." 


other  hand,  sends  that  in- 
dex up  to  110.  Discrepan- 
cy! The  index  sells  a  good 
deal  higher  than  the  value 
of  its  component  stocks. 
Program  traders  thrive  on 
discrepancies. 

The  computer  spots  this 
discrepancy  and  figures 
that  it  can  buy  the  actual 
stocks  cheap.  Thus,  the 
discrepancy  triggers  trad- 
ing programs  to  short  the 
futures  and  buy  the  stock 
simultaneously. 

When  the  program  is  ac- 
tivated, attempts  to  buy 
the  stocks  at  the  old  prices 
drive  the  prices  higher  in 
the  cash  market,  while 
selling  in  the  futures  mar- 
ket causes  those  prices  to 
droop.  Theoretically,  at 
least,  the  buying  and  sell- 
ing of  Stocks  and  futures 
will  cause  the  two  markets 
to  reach  equilibrium.  Thus 
has  program  trading  made  the  market  more  efficient. 

In  a  given  week  program  trading  accounts  for  perhaps 
20%  of  the  turnover  in  stocks.  But  it  is  really  the  triple 
witching  days — which  occur  four  times  a  year,  toward 
the  end  of  the  quarter,  when  ordinary  stock  options, 
S&P's  Index  futures  and  S&.P's  Index  options  expire  at 
the  same  time — that  unsettle  investors.  On  these  days 
computer-driven  sell  programs  can  roil  the  markets, 
causing  big  swings  and  tremendous  volume.  But  Hans 
Stoll,  a  Vanderbilt  University  professor  of  finance,  re- 
cently conducted  a  study  for  the  exchanges  that  found 
that  the  triple  witching  hour  has  no  more  effect  on  a 
particular  stock  than  a  large  block  trade,  which  could 
occur  at  any  time. 

If  you  are  the  queasy  type,  best  thing  is  to  stay  away 
from  the  markets  at  triple  witching  time.  Otherwise, 
relax.  The  whole  process  is  making  investing  better, 
not  worse.  — Kerry  Hannon 


individual  tastes,  so  are  security  markets. 

And  what  about  concerns  that  the  new  instruments 
permit  too  much  leverage?  "Combining  leveraged  assets 
with  other  assets,  like  Treasurys,  could  result  in  a  portfo- 
lio with  little  net  leverage,"  says  Professor  Scholes.  He 
means  that  it  is  quite  possible  to  put  10%  of  a  portfolio 
into  options  and  the  other  90%  into  Treasury  bills,  thus 
creating  a  low-leverage  strategy. 

Vital  to  many  of  these  new  instruments  is  something 
called  the  Black-Scholes  option  valuation  formula — the 
1973  brainchild  of  Fischer  Black  and  Myron  Scholes.  Mark 
Rubinstein,  a  professor  at  the  University  of  California, 
Beikek  y,  speaks  for  most  financially  literate  players  when 
iie  C3,;h  Black-Sc.boles  "the  most  important  discovery  ever 
made  in  financial  economics."  Why?  "It  showed  how  to 
gener-'^e  different  patterns  of  return  over  time,"  he  says. 

C^o-ssider,  for  example,  a  traditional  pattern:  buying  and 
hci'o'ns',  a,  stock. 


If  you  buy  and  hold,  the  stock  might  go  up  and  you  could 
make  a  profit,  or  it  might  go  down  and  you  could  lose 
everything.  A  second  pattern,  one  with  options,  changes 
your  risk  exposure  and  varies  your  returns  as  the  price  of 
the  actual  stock  changes. 

Say  you  bought  IBM  at  150  and  bought  a  put  option  on 
IBM  with  the  exercise  price  of  150.  You  will,  of  course, 
make  money  on  the  stock  if  the  price  of  IBM  goes  above 
150,  although  the  value  of  your  put  option  will  fall.  Con- 
versely, if  IBM  falls  below  150,  the  value  of  your  put  will 
go  up.  Clearly,  using  options  creates  a  different  pattern  of 
return  than  just  buying  and  holding.  This  particular  option 
strategy  allows  investors  to  participate  in  most  of  the 
upside  potential  while  insuring  against  most  of  the  down- 
side risk.  It  creates  insurance — although  the  insurance 
costs  money. 

Says  John  Donaldson  of  Columbia  University:  "One 
cannot  overestimate  the  importance  of  Black-Scholes.  It's 


l5^ 


FODRFC   QFPTFMRFP  IT    1 0Sl^ 


Photograph  taken  at  Windows  On  The  World,  N.Y. 


MANAGING  ASSETS. 

Swiss  Bonk  Corporation's  key  U.S.  managers 
provide  the  finest  banking  services  to  our 
American  clients. 


At  Swiss  Bank  Corporation,  we 
don't  always  measure  economic 
resources  in  currency.  To  become  a 
foreign  bank  with  one  of  the  larg- 
est operations  in  America,  we've 
learned  to  count  our  human 
resources  first. 

Meet  the  managers  of  our  U.S. 
corporate  banking  operations.  On 
a  regular  basis,  these  key  execu- 
tives from  our  seven  offices  across 
the  country  meet  in  New  York  with 
specialists  from  our  organization 
around  the  world.  Seminars  and 
work  shops  provide  the  forum  for 


a  vigorous  exchange  of  ideas  and 
knowledge.  And  it  consistently 
proves  innovative  and  beneficial. 

From  commercial  to  investment 
to  private  banking,  client  services 
are  broadened.  The  advanta- 
geous aspects  of  nationwide  team- 
work are  heightened.  And  with  it 
all,  our  commitment  to  America  is 
deepened. 

On  measure,  we  count  our 
managers  as  capital  assets.  But  as 
our  client,  you  could  capitalize  on 
our  managing  assets. 


Swiss  Bank 
Corporation 

Schweizerischer  Bankverein 
Societe  de  Banque  Suisse 

The  key  Swiss  bank 

General  Management  inCH-4002  Basle.  Aeschenplatz6,  and  in  CH -8022  Zurich,  Paradeplatz  6.  Over  200  offices  throughout  Switzerland  Main  Office  U.S.A. 
New  York  Four  World  Trade  Center,  10048,  212/938-3500  Branches:  Chicago,  Three  First  National  Plaza,  60602,  312/346  0350  and  San  Francisco,  101 
California  Street  94111,  415/774-3300  Agencies:  Atlanta,  235  Peachtree  St.,  N.E  30303,  404/522-1600  and  Houston,  One  Allen  Center  77002,  713/6tib-0561 
Representative  Office:  Los  Angeles,  800  W  Sixth  St ,  90017,  213/489-5900. 
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currently  used  to  price  every- 
thing in  the  world — from 
risky  debt  to  mortgages — be 
cause  they  can  all  be  viewed 
as  options." 

Consider  Ginnie  Maes, 
which  are  securities  with 
implicit  options.  Because 
homeowners  are  able  to  refi- 
nance their  mortgages,  the 
investors  who  lend  the 
mortgage  money  have,  in  ef- 
fect, given  homeowners  an 
option  to  call  the  loan. 
Thus,  when  you  invest  in  a 
Ginnie  Mae,  you  have 
bought  a  security  but  you 
have  also  sold  an  option. 
And  that  presents  a  pricing 
problem.  As  William  Silber 
of  New  York  University 
asks:  "How  do  you  value 
that  option  in  terms  of  the 
price  of  the  security — what 
should  I  pay  for  the  mort- 
gage payments  you  will  give 
me,  and  how  much  should 
you  pay  me  for  the  option? 
It  is  very  complicated  to 
evaluate." 

That  is  where  the  compli- 
cated mathematics  of  the  Black-Scholes  formula  comes  in. 

Not  that  Black-Scholes  immediately  provides  the  cor- 
rect price.  Investors  modify  the  formula  and  obtain  slight- 
ly different  prices.  Then  they  buy  or  sell,  assuming  their 
price  is  the  true  price  and  that  until  the  market  discovers 
that,  they  can  arbitrage  the  mispricing. 

All  this  furious  trading  has  not  gone  unnoticed.  Indeed, 
it  has  prompted  some  critics 
of  the  new  scene  to  complain 
that  the  "volume  of  transac- 
tions has  soared  beyond  eco- 
nomic purpose." 

Granted  that  just  about  ev- 
ery new  instrument  is  mis- 
priced  when  it  is  introduced, 
and  granted  that  a  large  re- 
turn goes  to  the  people  who 
get  in  there  first  and  work  at 
taking  advantage  of  the  mis- 
pricing.  But  as  they  take  ad- 
vantage, the  mispricing  be- 
comes less  pronounced.  This 
hardly  constitutes  mindless 
trading.  Instead,  exploiting 
price  discrepancies  will  bring 
the  price  back  into  line,  thus 
increasing  the  efficiency  by 
which  capital  markets  allo- 
cate capital. 

There  are,  of  course,  rea- 
sons for  the  avalanche  of  new 
securities  other  than  for 
h''r..gjr!g  and  for  altering  pat- 
ceiiis  of  return.  Two  of  the 
most  important: 

*  Tax  advantages.  Or,  as 
Mritk  Rubinstein  observes, 
'•Occasionally  these  strate- 


Dean  Richard  West,  Neir  York  University' 
"The  new  instruments  transfer  risk,  they  don't 
create  new  risk." 


Mark  Rubinstein.  L  'niversit)'  of  California  at  Berkele}' 
"Society  is  better  off  because  there  are  new 
opportunities/or  people  to  make  different  kinds 
of  contracts  with  each  other." 


gies  introduce  a  way  of  trans- 
ferring money  from  the  gov- 
ernment to  you."  Take  the 
Dutch  Auction  preferred 
stock,  which  allows  corpo- 
rate investors  to  claim  the 
85%  tax  exclusion  on  divi- 
dends but  keeps  its  yield 
close  to  the  market  through 
an  auction  process  held  every 
49  days. 

Replacing  common  equity 
with  junk  bonds  in  a  corpo- 
rate financial  structure  also 
produces  tax  advantages — 
whether  it  is  a  self-imposed 
restructuring  or  a  takeover: 
Interest  on  the  debt  is  tax- 
deductible;  dividends  on  the 
common  stock  are  not. 

•  Cost  advantages.  Com- 
puter technology  has  low- 
ered the  cost  of  formulating 
the  complicated  strategies 
behind  the  new  instruments, 
and  the  new  instruments 
themselves  have  lowered  the 
cost  of  transactions.  And,  as 
with  anything,  when  it  be- 
comes cheaper  to  do,  people 
do  more  of  it. 

Says  Bill  Sharpe:  "There's  a  massive  amount  of  comput- 
er power  available  today  that  just  wasn't  there  ten  years 
ago.  The  analytic  engines  are  a  lot  cheaper." 

As  for  transaction  costs,  one  estimate  is  that  15  years 
ago  futures  indexes  and  other  dynamic  strategies  might 
have  been  ten  times  more  expensive.  Today  investors  can 
economize  on  transaction  costs  by  buying  an  index  fund, 

which  permits  them  to  buy 
the  whole  market  rather 
than  hundreds  of  individual 
stocks;  they  can  then  trade 
this  one  instrument  instead 
of  hundreds.  Indeed,  most 
people  sell  or  buy  the  futures 
because  it's  cheaper.  (And 
more  liquid — that's  why 
news  shows  up  first  in  the 
futures.  See  box,  p  156. ) 

All  this  IS  complex  and 
perhaps  confusing.  People 
instinctively — and  out  of 
mental  laziness — distrust 
complexity  and  change. 
Many  yearn  for  a  simpler 
world  where  a  stock  was  a 
stock  and  a  bond  was  a  bond 
and  a  mortgage  was  a  mort- 
gage. A  world  where  your 
home  was  your  castle,  not 
just  another  financial  asset. 
But  those  days  are  gone,  and 
as  the  economic  world  has 
changed,  new  forms  have 
emerged  to  deal  with  it.  The 
best  advice  for  the  cautious 
and  conservative  is:  Don't 
fight  the  new  world;  learn  to 
live  in  it.  ■ 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities  The  offer 
IS  made  only  by  the  Offering  Circular.  These  shares  have  not  been  approved  or  disapproved  by  the 
Federal  Home  Loan  Bank  Board,  the  Federal  Deposit  Insurance  Corporation  or  the  Federal 
Savings  and  Loan  Insurance  Corporation  nor  has  such  Board  or  such  Corporations  passed 
upon  the  accuracy  or  adequacy  of  the  Offering  Circular.  Any  representation  to  the 

contrary  is  unlawful. 


DiME 


New  Issue  /  August  20,  1 986 


15,102,105  Shares 


The  Dime  Savings  Bank  of  New  York,  FSB 


Common  Stock 

(par  value  $1 .00  per  share) 


The  shares  constitute  a  portion  of  the  19,500,000  shares  of  common  stock  to  be  issued  by  The  Dime 
Savings  Bank  of  New  York,  FSB  ("The  Dime")  upon  its  conversion  from  a  federal  mutual  to  a 
federal  stock  savings  bank.  The  remaining  shares  have  been  subscribed  for  by  certain  deposit 
account  holders,  borrowers,  trustees,  officers  and  employees  of  The  Dime  and  by  certain 

other  individuals  in  a  subscription  offering. 


Price  $17.75  Per  Share 


Copies  of  the  Offering  Circular  may  be  obtained  in  any  State  in  which  this 
announcement  is  circulated  only  from  such  of  the  undersigned 
as  may  legally  offer  these  securities  in  such  State. 


Salomon  Brothers  Inc 

Goldman,  Sachs  &  Co. 

E.  F.  Hutton  &  Company  Inc. 


Prudential-Bache 

Securities 


Shearson  Lehman  Brothers  Inc. 


Bear,  Stearns  &  Co.  Inc. 
Dillon,  Read  &  Co.  Inc. 
Kidder,  Peabody  &  Co. 

Incorporated 

Morgan  Stanley  &  Co. 

Incorporated 

L.  F.  Rothschild,  Unterberg,  Towbin,  Inc 


The  First  Boston  Corporation     Sanford  C.  Bernstein  &  Co.,  Inc.     Alex.  Brown  &  Sons 

Incorporalod 


Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 


Drexel  Burnham  Lambert 

Incorporalod 


Hambrecht  &  Quist 

Incorporalod 


Advest,  Inc. 

Ladenburg,  Thalmann  &  Co.  Inc. 
Thomson  McKinnon  Securities  Inc 


Lazard  Freres  &  Co.        Merrill  Lynch  Capital  Markets         Montgomery  Securities 

Robertson,  Colman  &  Stephens 
Dean  Witter  Reynolds  Inc. 
William  Blair  &  Company  A.  G.  Edwards  &  Sons,  Inc. 

Moseley  Securities  Corporation  Oppenheimer  &  Co  .  Inc. 

Tucker,  Anthony  &  R.  L.  Day,  Inc. 


Allen  &  Company 

Incorporalod 


PaineWebber 

Incorporaled 

Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 


Jiist  as  be  didn  V  let  the  criticism  faze  him  a 
few  years  hack,  so  DECs  Ken  Olsen  isn't 
letting  today's  praise  turn  his  head. 


Brickbats 
into  roses 


By  Peter  Fuhrman 


Tl  ODAY  it's  roses,  roses  all  the 
way  for  Kenneth  Olsen  of  May- 
nard,  Mass.'  Digital  Equipment 
Corp.  But  a  scant  three  years  ago  Ol- 
sen couldn't  do  anything  right  so  far 
as  Wall  Street  was  concerned.  There 
were  crucial  delays  in  bringing  new 
products  to  market  and  an  ill-fated 
attempt  by  the  computer  maker  to  get 
into  PCs.  The  company's  earnings 
took  a  deep  hit,  dropping  a  third,  from 
$417  million  to  $284  million,  and  the 
stock  fell  by  40%,  down  to  near  book 
value.  Was  DEC  just  another  sprinter 
that  couldn't  run  a  marathon? 

"They  said  I  was  too  old  to  run  this 
business,"  Olsen,  a,  60-year-old  engi- 
neer, says  with  a  wry  smile.  Olsen, 
who  founded  the  company  in  1957 
with  $70,000  in  startup  capital,  never 
thought  seriously  of  stepping  down.  A 
lesser  executive  might  have  respond- 
ed to  the  criticism  by  cutting  back  on 
ambitious  plans.  Not  Olsen.  He 
plowed  money  from  dwindling  reve- 
nues directly  into  research.  His  driv- 
ing idea  was  to  create  a  new  genera- 
tion of  fully  compatible  computers 
that  would  run  on  uniform  software 
and  communicate  across  shared  net- 
works. "The  concept  was  very  sim- 
ple," he  says,  "but  there  were  billions 
of  dollars  involved  in  doing  it." 

Billions  of  dollars  and  three  years 
later,  fortune  is  smiling  on  Ken  Olsen 
again.  The  introduction  of  a  torrent  of 
new  products  has  sent  revenues 
climbing  by  14%  (to  $7.6  billion)  and 
income  rising  40%  (to  $617  million). 
DEC'S  stock  price  moved  from  $45  to 
$100.  This,  when  most  of  the  comput- 
er mdustry  is  languishing. 

/Vxiiong  its  major  competitors,  ac- 
cording to  Montgomery  Securities, 
DHC  is  the  only  company  that 
saowcd  four  consecutive  quarterly  in- 


creases in  operating  margins.  In  the 
last  quarter  only  IBM  had  higher  mar- 
gins, but  it  was  close:  15.0  to  15.7. 
Flush  with  $2  billion  in  cash,  DEC  is 
expanding  its  sales  force  and  making 
important  inroads  against  IBM. 

What  accounts  for  DEC'S  standout 
prosperity?  And  what  were  the  risks 
Ken  Olsen  took  to  achieve  that  pros- 
perity? Eighteen  months  ago  DEC 
rolled  out  the  first  of  its  VAX8000 
computers.  With  these  machines, 
DEC  offers  a  fully  integrated  line  of 
computers  that  work  effortlessly  to- 
gether. IBM's  competitive  machines 
run  on  three  different  operating  sys- 
tems, all  of  which  are  mutually  in- 
compatible. VAX  sales  in  the  last  12 
months  have  exceeded  $3  billion. 

Ironically,  it  was  the  success  of 
IBM's  PCs  that  demonstrated  the 
need  for  Digital's  connectable  sys- 
tems. After  mastering  the  personal 
computer,  many  business  users  began 
seeking  ways  to  link  to  other  PCs  and 
more  powerful  mainframes.  DEC  saw 
the  problem  early  and  made  the  first 
moves.  It  now  supplies  equipment 
linking  the  PCs  and  mainframes  of 
many  major  companies  (including  Du 
Pont,  General  Motors  and  Citibank). 

Listen  to  Daniel  Chertoff,  who  fol- 
lows Digital  for  Sanford  C.  Bernstein: 
"Digital  has  among  the  best  network- 
ing and  communications  solutions." 

Like  IBM,  DEC  continues  to  pay  a 
lot  of  attention  to  marketing.  Digital, 
one-seventh  the  size  of  IBM,  has  a 
sales  force  60%  as  large,  and  growing. 
The  investment  seems  to  be  paying 
off.  The  company  has  markedly  in- 
creased its  proportion  of  direct  sales, 
keeping  the  profit  that  used  to  be 
claimed  by  independent  dealers.  Digi- 
tal has  also  cracked  markets  in  bank- 
ing, insurance,  pharmaceuticals  and 
finance,  which  were  once  the  exclu- 
sive province  of  IBM. 


Talk  to  Olsen,  however,  and  it's 
clear  that  from  where  he's  sitting  the 
company's  future  is  in  the  hands  of  its 
engineers,  not  its  salesmen.  "Why  arc 
we  doing  unusually  well  today  ?"  he 
asks.  "We  keep  working  hard,  intro- 
ducing new  products  and  keeping  our 
prices  low.  This  may  not  be  glamor- 
ous, and  we  may  be  laughed  at  for 
being  dull  and  old.  But  that's  what 
we're  selling."  Digital's  research 
spending  as  a  percentage  of  sales 
(11%)  IS  4%  higher  than  IBM's. 


Kenneth  Olsen,  founder  and  president  of  Digital  HtjuipDieni 
A  torrent  of  products  and  revenues.  Profits  to  follow. 


But  if  ever  there  was  a  business 
where  product  leadership  is  short- 
hved,  this  is  it.  Whether  DEC  can 
keep  its  pace  depends  importantly  on 
sustaining  its  high  rate  of  new  prod- 
uct introduction  (eight  major  new 
computers  in  the  last  18  months 
alone)  and  on  the  sales  growth  of  Digi- 
tal's new  desktop  computer,  unveiled 
by  the  company  earlier  this  month. 
The  new  Digital  machine  will  com- 
pete with  IBM's  top-of-the-line  mod- 
el, the  PC-AT.  Its  principal  selling 


point  will  be  its  capacity  to  connect 
with  more  powerful  minicomputers. 
IBM's  PCs,  in  contrast,  cannot  tie  di- 
rectly into  large  computer  networks. 

On  the  horizon,  where  Olsen's  gaze 
is  fixed,  is  a  computer  with  several 
independent  central  processing  units. 
The  planned  Digital  multiprocessor, 
although  not  directly  competitive 
with  IBM  mainframes,  would  be  as 
powerful  but  far  less  expensive.  It 
would  narrow  the  gulf  separating  per- 
sonal computers,  minicomputers  and 


mainframes. 

But  don't  expect  a  man  who  kept 
calm  during  adversity  to  relax  when 
things  are  going  well.  "A  New  Englan- 
der,"  Olsen  told  Forbes,  "doesn't 
worry  about  next  winter,  he  worries 
about  the  winter  after."  Picking  up  on 
that  metaphor,  one  can  say  that  Olsen 
has  already  chopped  enough  wood  to 
get  him  through  the  next  winter. 
Right  now  he  is  busily  chopping  wood 
for  the  year  after  that — and  the  year 
after  that.  ■ 
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Speciai  Adveriising  Supplement 


BUSINESS  COMMUNICATIONS 

to  Advance 
Strategic  Goals 


Prepared  by 

the 
YankeeGroup 


Corporations  derive  specific  strategies 
from  tfieir  internal  and  external  spheres  of 
influence,  and  use  technology  to  advance 
toward  these  formulated  directions. 
Technical  advances,  whether  in  delivering 
products,  services,  intelligence,  or  better 
work  environments,  form  the  means  of 
implementing  strategic  goals.  Two  obvious 
strategic  goals  involve  ways  to:  (1)  deliver  a 
superior  product  or  service,  and  (2)  innovate, 
both  obviously  at  a  profit.  The  means  to 
achieve  these  goals  may  involve  adapting  a 
product  or  a  service  to  a  new  market  seg- 
ment (innovation),  or  automating  a  factory  to 
reduce  production  cycle  time  (superior 
product  or  service). 

SUPPORTIVE  ROLE 

An^ong  the  technical  tools  used  in 
3f!at«;9ic  positioning,  business  communica- 
tion.^ ir,  one  of  the  most  pervasive.  An  essen- 

i'S^j^^f.nl  -  like  information,  staffing, 
p:  ."•(luct/se.'vice,  cash  flow,  and  utilities- 
C!)fr:rriu;-!if.,:ii;ons  applies  to  all  transactions; 
■lirsci,  ;:!c:."oct,  presale  and  postsale.  In 
•^^'t'fi'ng  Lnciicai  scVances  within  a  strategy, 
it'  fii.TS  CO  not  overlook  the  suppor- 


live  role  of  business  communications. 

As  strategic  planning  and  competitive 
positioning  have  become  sophisticated  and 
deliberate  management  activities,  the 
technologies  that  support  management  have 
become  more  complex.  Business  plans 
must  take  into  account  the  efficiencies  that 
technological  advances  make  possible  in 
such  diverse  corporate  areas  as  manufactur- 
ing, administration,  customer  service, 
finance  and  sales. 

Implementing  business  strategies  requires 
2  high  degree  of  sophistication  in  business 
communications.  Linking  existing  and  new 
sources  of  information  requires  paths  be- 
tween departments,  internally,  and  customers, 
suppliers  and  information  sources,  externally, 
to  be  intermeshed.  Beyond  traditional  voice 
lines,  organizations  and  departments  demand 


computer,  facsimile, 
graphics  and  telex  lines. 
In  the  future,  video  will 
assume  a  more  functional  value.  The 
heart  of  all  these  systems  is  the  network  that 
connects  the  disparate  devices,  people, 
systems  and  locations.  The  network  availa- 
bility provides  the  means  for  people  to  share 
resources  and  exchange  information. 

The  intent  of  strategy  is  to  employ  forces- 
political,  economic,  psychological  and  tech- 
nical-to  result  in  the  maximum  achieve- 
ment of  corporate  objectives.  Typical  busi- 
ness goals  seek  to  improve  profits,  produc- 
tivity, market  share,  product  distribution  and 
work  environments.  Technology  affects  these 
goals  by  facilitating  quick  decisions,  manipu- 


For  every  business  in  the  world,  from  the  largest 
corporation  to  the  smallest  chain  of  stores,  AT&T 
has  developed  a  digital  information  transfer  solution. 
With  the  AT&T  ACCUNET  Family  of  Digital  Services. 
An  extensive  line  of  digital  services  that  support  a 
wide  range  of  business  applications. 

Providing  businesses  with  high-quality  end- 
to-end  digital  communications.  From  low-volume, 
low-speed  intermittent  transmissions  to  high-volume, 
high-speed  continuous  transmissions  of  data,  image. 
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voice— virtually  any  form  of 
information. 

Ail  with  excellent  digital 
reliability  and  accuracy 

But  we  offer  you  something 
even  more  important  than  these 
digital  services:  the  expertise  of 
our  people. 

Because  we  can  help  you 
early  in  the  design  and  decision- 
making process  to  select  an 
ACCUNET  Digital  Service,  or  an 
integrated  mix  of  services,  that 
best  meets  your  company's 
specific  communications  needs. 

And  we'll  work  closely  with 
you  on  an  ongoing  basis  to  main- 
tain and  modify  your  system.  To 
ensure  your  ACCUNET  Service  is 
always  available  and  operating  at 
peak  efficiency  Now,  and  on  into  the 
21st  century 

To  illustrate  the  variety,  adapt- 
ability and  versatility  of  AT&T 
ACCUNET  Digital  Services,  we've 
compiled  this  set  of  typical  questions 
from  managers  faced  with  complex 
business  needs. 

And  AT&T  answers  that  could 
well  improve  the  way  you  do 
business. 

1Q:  How  can  I  decrease  my  order- 
•  processing  time  and  reduce  my 
inventory  levels? 

A:  AT&T's  approach  to  Elec- 
tronic Order  Exchange  can  help  you 

do  just  that.  With  an  on-line, 
intercompany  network  for  order 
processing  among  suppliers, 
manufacturers,  distributors,  sales 
agents  and  retailers.  Purchase  orders, 
inventory  availability  and  other  mes- 
sages can  be  transmitted  directly 
between  companies.  So  inventory 
levels  and  order-processing  time  can 
be  reduced. 

ACCUNET  Digital  Services 
make  all  this  possible.  With  (depend- 
ing on  the  extent  of  your  processing 
needs)  AT&T  ACCUNET*  Packet 
Service  or  AT&T  DATAPHONE* 
Digital  Service. 

bbr  low-  to  medium-volume 
lissex  s  ■;;^itb  geographically  dispersed 
at  don't  warrant  a  strictly 
iej.>.^rk  like  DAIAPHONE 
T>ig^v:  -c  -  'ice,  ACCUNET  Packet 


Service  is  an  economical  choice. 
Software-controlled,  this  public 
switched  packet  data  network  sup- 
ports digital  quality  high-capacity 
dedicated  access  for  short  bursty 
information  at  speeds  of  4.8,  9.6  and 


56  kilobits 
per  second  (kbps). 
In  addition  to  Electronic  Order 
Exchange,  ACCUNET  Packet  Ser- 
vice is  also  ideal  for  electronic  mail, 
credit  authorization  and  reservations 
processing. 

ACCUNET  Packet  Service  is 
available  via  99  access  points  in 
the  U.S.,  with  international  access 
to  Canada,  the  U.K.,  France,  Italy  and 
Japan,  with  additional  countries 
planned  for  1986. 

2Q:  I  have  a  critical  need  to 
•  transmit  large  amounts  of  data, 
but  not  enough  to  cost-justify  a  dedi- 
cated private  network.  What  service 
would  work  best  for  my  company? 

A:  AT&T  ACCUNET*  Switched 
56  Service  is  ideal  for  that  situation. 
Providing  you  with  reliable,  high- 
speed digital  data  transmission  on 
demand  at  56  kbps  with  a  cost- 
effective  usage 
and  distance- 
sensitive  rate 
structure 


ACCUNET  Switched  56  Service 
is  currently  available  through  ove 
30  access  points  in  the  U.S.,  with 
additional  access  points  expected 
the  end  of  1986. 

3Q:  How  can  I  efficiently  man 
•  age  consolidated  processing 
inventory,  payroll  and  pricing 
information  among  my  different 
locations? 

A:  Bulk  data  transfer  allows 
to  consolidate  many  of  your  data 
applications  among  numerous  coi 
pany  locations  on  a  shared  netwoi 
with  data  concentrations  at  econc 
ical  points.  Depending  on  the  voli 
of  your  information  and  the  geo 
graphic  dispersion  of  your  offices 
there  are  several  AT&TACCUNE 
Services  that  can  fit  the  bill:  AT& 
ACCUNET  Switched  56  Service, 
AT&T  DATAPHONE  Digital  Serv 
AT&T  ACCUNET*  T1.5  Service 
and  AT&T  ACCUNET*  Reserved 
1.5  Service. 

DATAPHONE  Digital  Servi< 
is  especially  appropriate 
for  data  transfer 


applications  requiring  the  highes 
accuracy  efficiency  and  reliabilit] 
Providing  digital  data  transfer  ra 
of  2.4,  4.8,  9.6  and  56  kbps,  virtu 
error  free,  within  flexible,  dedica 
networks.  In  configurations  that 
be  tailored  to  meet  your  compan 
specific  communications  needs. 


Our  DATAPHONE  Digital 
ervice  is  available  in  most  major 
letro  areas  in  the  U.S.,  with  interna- 
lOnal  access  to  Canada  and  the  U.K. 
lus  access  to  France  and  Switzer- 
ind  at  the  56  kbps  rate. 
4   Q:  How  can  I  hold  a  meeting,  on 
X«  short  notice,  with  my  sales  team 


SAN  FRANCISCO 


ATLANTA 


1  Chicago,  my  buyer  ^- 
1  Miami  and  my 
roduct  manager 
1  San  Francisco? 

A:  With  AT&T  video 
jjtnd  audiographic  tele- 
onferencing,  you 
an  'fit'  the  whole 
Duntry  (plus  many 
European  countries)  ] 
I  ato  one  room  for  effective  C 
ifecision-making.  NEW  YORK 

Using  telecommunications 
fhannels  for  fully  interactive  video 
ij  nd  audio,  audiographic,  or  one-way 
jideo,  two-v/ay  audio  teleconfer- 
nces,  you  can  increase  the  produc- 
i  vity  of  your  key  executives— and 
lonitor  travel  expenses. 

Depending  on  the  extent 
,  f  your  needs,  there  are  several 
CCUNET  Services  that  apply: 
CCUNET  Switched  56  Service, 
CCUNET  T1.5  Service  and 
HCCUNET  Reserved  1.5  Service. 
ACCUNET  Reserved  1.5 
rvice  offers  the  broadest  range 
features,  with  full-motion 


transmissions  between  my 
larger  locations. 

A:  We  recommend  ACCUNET 
T1.5  Service  because  of  its  large 
information-carrying  capacity. 

ACCUNET  T1.5  Service  can 
integrate  multiple  transmission 
requirements  (voice/data/image)  and 


transmit  them  at  1.544  mega- 
bits per  second  (mbps)  between 
your  main  office  locations  and 
CHICAGO     remote  sites. 

ACCUNET 
T1.5  Service  can 
also  work  in  con- 
junction with 
I     ACCUNET  Reserved  1.5  Service 
3     and  AT&T  SKYNET*^  Digital 
J    Service  to  expand  geographic 
coverage. 

ACCUNET  T1.5  Service  is  now 
available  in  many  parts  of  the  U.S., 
with  international  connection 
to  Canada. 

And  should  you  need  to  inte- 
grate a  large  number  of  communi- 
cations requirements— data, 
graphics,  voice,  we  also  offer  the  all 
fiber-optic  AT&TACCUNEl "  145 
Service,  the  equivalent  of  twenty- 
eight  1.544  mbps  channels. 

6Q:  I  have  a  problem  with  timely 
•  communications  between  my 
engineering  department  in  California 
and  my  manufacturing  department 
in  New  Jersey.  It's  causing  delivery 


)lor  video;  plus  audio,  facsimile 
id  graphics  support. 

ACCUNET  Reserved  1.5  Ser- 
fce  is  available  on  a  part-time  basis 
I  over  40  major  metro  locations  in 
lie  U.S.,  with  video  teleconferencing 
pcess  to  Canada,  the  U.K.,  Italy 
prance,  Sweden,  Switzerland  and 
Ifest  Germany  Including  data  trans- 
lission  to  France  and  the  U.K. 
"  Q:  I  work  for  a  large  corporation 
Jm  with  many  regional  and 
?mote  branch  offices  that  must  ^ 
e  their  data  transmission  ^^W. 
/stems  back  to  central  process- 
g  sites. 

And  I  need  a  digital 
?rvice  that  can  integrate 
1  of  these  systems 
•gether  for  high-  ^  ^ 

ipacity  ^0  ™ 


time  delays,  production  lags  and 
reduced  productivity. 

A:  What  you  need  is  a  commu- 
nications network  linking  design, 
engineering  and  manufacturing 
functions.  By 
doing  this,  you  can 
integrate  functional 
technologies  such  as 
Lornpuicf-didfcd 
dcaign,  engineer- 


ing and  manufac- 
turing 
(CAD/CAE/ 
CAM). 

This  is  a 
critical  first 
tep  toward 
computer- 


integrated  manufacturing,  which  will 
help  you  streamline  information  flow, 
reduce  design,  manufacturing  and 
distribution  intervals  and  improve 
the  quality  of  both  design  and  the 
finished  product. 

So  you  can  model  manufacturing 
functions  and  work  out  potential 
problems— before  incurring  actual 
plant  or  material  costs. 

Again,  AT&T  ACCUNET  Digital 
Services  make  it  possible.  With 
(depending  on  your  specific  business 
needs)  ACCUNET  Switched  56 
Service,  ACCUNET  T1.5  Service, 
DATAPHONE  Digital  Service  or 
ACCUNE'l'  Reserved  1.5  Service. 


To  find  out  more  about  how  our 
digital  services  can  provide  your 
business  with  a  digital  solution,  talk 
with  your  account  executive  at  AT&T. 

Or  any  one  of  our  sales  specialists 
at  1  800  222-0400. 

The  AT&T  ACCUNET  Family 
of  Digital  Services.  A  wide  range 
of  reasons  why  AT&T  is  the 
right  choice. 


AT&T 

The  right  choice. 


AUVc 


BUSINESS  COMMUNICA 

lating  and  improving  information,  and  com- 
municating sucti  information  and  decisions 
rapidly  to  those  wtio  would  benefit. 


AT&T  Helps  Burger  King  Get  A  Bite 
On  The  IMarliet 


-         Repeat  business  as  well  as  new 
~  business  are  constant  challenges 

to  t;ie  dynamic  fastfood  industry. 
AT&T  New  products  are  constantly 

developed  and  introduced  as  fast 
as  new  promotions  are  launched  to  differen- 
tiate existing  products.  Market  intelligence  is 
the  key  to  making  critical  decisions  in  a  timely 
manner  on  product,  promotion  and  strategy 
issues.  Knowing  what  products  are  selling 
and  which  marketing  promotions  increase 
sales  as  well  as  tracking  regional  differences 
can  provide  the  essential  ingredients  for  mak- 
ing smart  marketing  decisions.  To  meet  these 
challenges.  Burger  King  Corporation  turned 
to  AT&T  for  help  in  gathering  such  informa- 
tion, which  could  be  turned  into  a  competitive 
advantage. 

Working  together.  Burger  King  and  AT&T 
studied  Burger  King  Corporation's  informa- 
tion-management needs.  It  determined  that 
Burger  King  required  accurate,  timely  infor- 
mation to  support  key  marketing  decisions. 
Together  they  found  a  wealth  of  market 
intelligence  collected  every  day  by  the  Burger 
King  restaurants  in  the  sales  records  from  the 
cash  register  computers.  An  information 
technology  solution  was  implemented  so  that 
on  a  daily  basis,  Burger  King  could  con- 
solidate and  analyze  this  valuable  information 
and  evaluate  customer  response  to  products 
and  promotions.  Each  night  Burger  King  Cor- 
poration's mainframes  would  call  microcom- 
puters located  in  each  company  restaurant  to 
extract  sales  and  product  data. 

Using  the  information-management  approach 
to  satisfy  Burger  King  Corporation's  need  for 
timely  and  accurate  information  on  customer 
buying  patterns  has  given  the  company  a  com- 
petitive advantage  in  the  fast-food  industry. 
Says  one  Burger  King  executive:  "The  data  we 
gather  using  Al  &T  WATS  is  the  basis  for  so 
many  of  our  major  decisions;  we  just  couldn't 
do  as  much  without  it.  We  analyze  the  effec- 
tiveness of  new  products  and  promotions;  we 
iook  at  sales  information  to  find  out  how  indi- 
vidual stores  are  doing;  go/ no-go  decisions 
it)'     products  are  made  based  on  returns 
''om  K?i  markets.  Really,  the  network  is  our 
P'ifnar-  iink  with  the  sources  of  our  key  infor- 
ci^fjGr;  ■  'hiQugh  innovative  information- 
in:!=^;:;,.^:-t:--r,  Bu-ger  King  is  able  to  flexibly 
z^m  ?-s  'y-vi-mg  strategies  to  keep  customers 
'.o-\w\;i  o;;.- sgain  and  again. 


ACTIVE  ROLE 

Business  communications  tias  become 
more  ttian  an  essential  support  component 
in  linking  ttie  information  centers.  Com- 
munications fias  become  an  active  tool  for 
extending  corporate  strategy.  Telemarketing, 
for  instance,  actively  extends  and  refines 
primary  sales  functions.  Providing  customers 
on-line  access  to  catalog  databases  and 
automated  order  processing  gives  a  sales 


organization  a  constant,  "live"  presence  i 
witti  the  customer. 

Communications  m\\  grow  even  more 
important  as  this  access  becomes  the  ex- 
pected norm  in  business  shopping.  Mo^e 
sophisticated  information,  such  as  videotext, 
graphics  and  pictures,  will  spur  the  installa- 
tion and  use  of  even  more  communications 
equipment  and  lines.  New  user  communities 
will  create  more  traffic  on  networks,  which 
will  result  in  more  communications  facilities 


Business  Success  Througli  Information  IManagement 


-^=^   Today's  complex  business 
—  environment  is  challenging  com- 
"  "   panics  to  find  ways  to  gain  com- 
ATsT  P^ff've  advantages.  In  addition  to 

the  assets  that  have  been  tradi- 
tionally managed  such  as  equipment  and 
cash,  companies  now  have  an  additional 
asset  to  leverage  while  developing  business 
strategies— information.  Through  information 
management  it  is  possible  to  better  under- 
stand one's  company  in  the  unique  context  of 
its  value  chain,  i.e.,  market  dynamics, 
distribution  channels,  cost  drivers.  Creative 
uses  of  information  technology-the  integra- 
tion of  computer  and  communications  tech- 
nologies-can strategically  affect  those 
operations. 

There  is  a  natural  continuum  of  complexity 
and  impact  within  information-management 
opportunities.  For  a  small  company,  an  order- 
entry  system  may  be  considered  strategic, 
while  a  large  company  may  be  working 
toward  an  international  inventory  manage- 
ment network.  AT&T  has  had  extensive 


experience  in  helping  companies  identify 
opportunities  for  strategic  uses  of  information 
technology.  According  to  Shelley  Carrico, 
district  manager  of  strategy  development, 
"Identifying  how  a  firm's  value  chain  can  be 
impacted  through  communications  with  sup- 
pliers, distributors  or  customers  is  the  key.  As 
with  any  new  process,  each  company  will 
move  up  the  information-management  learn- 
ing curve  at  its  own  pace.  The  challenge  is  to 
speed  up  this  process  and  gain  a  sustainable 
competitive  advantage." 

AT&T  has  conducted  extensive  research  and 
analyses  with  successful  companies  to  deter- 
mine what  information  technology  techniques 
to  apply  to  achieve  a  competitive  advantage. 
The  information-management  trend  is  accel- 
erating and  will  continue  to  grow  in  strategic 
importance.  Numerous  companies  have 
integrated  information  technology  manage- 
ment into  their  strategic  planning.  Others  can 
look  to  those  successes  for  guidance  in  plan- 
ning their  own  information-management 
programs. 


Travacare  Home  Therapy  Reaches  Out  To  The  Home  Health-Care  Market 
With  AT&T 


-^r^  Baxter  Travenol  Laboratories 

competes  in  the  exploding  market 
for  health-care  sen/ices  outside 
ATfiT      hospital.  Competition  is 

intense.  The  number  of  players  in 
the  field  has  grown  from  only  ten  to  more 
than  300  local  and  national  firms  in  just  the 
last  five  years.  Storefront  pharmacies  and 
hospitals  are  also  entering  the  market.  Partici- 
pants are  seeking  to  meet  an  important  need- 
increased  efficiency  in  providing  high-quality 
clinical  services  in  a  home  setting.  The  Trava- 
care Home  Therapy  unit  of  Baxter  Travenol 
decided  to  look  for  a  strategy  to  differentiate 
the  company's  services  from  those  of  the  fast 
growing  number  of  competitors. 

Travacare  and  AT&T  worked  together  to 
create  a  superior  market  offering  that  would 
establish  and  maintain  a  local  presence, 
provide  clinical  personnel  who  would  be 
available  to  patients  24  hours  a  day,  seven 
days  a  week  and  also  be  easy  to  communi- 
cate with.  Through  detailed  study  of  patient 
locations  and  demographics,  and  an  analysis 


of  the  buying  criteria  of  hospitals  that  refer 
patients  to  home  health-care  businesses, 
AT&T  and  Travacare  built  a  strategy  for  the 
future. 

Travacare  gives  patients  an  800  number  to 
call  at  any  hour  for  any  type  of  inquiry  or 
service.  During  normal  business  hours  calls 
are  routed  to  a  local  Travacare  office,  and 
during  off-hours  calls  are  routed  to  a  national 
center  staffed  by  clinicians.  The  local  office 
and  the  national  center  have  up-to-the-minute 
patient  files  in  a  central  computerized 
database. 

Travacare  nas  defined  the  future  of  the  home 
health-care  marketplace  and  has  created  a 
competitive  advantage  through  creative 
management  of  information  technology. 
Through  communications  technologies  it  has 
maintained  a  local  presence  providing 
24  hour  clinical  sen/ices  and  enjoying  cen- 
tralized economies  of  scale.  By  providing  a 
superior  and  innovative  service,  Travacare 
expects  to  realize  a  substantial  increase  in 
annual  revenues. 


NEC'S  PINWRITER  P5XL  HAS  MADE  BLACK 

APRIMARYCOLOR. 

Our  Pinwriter*  P5XL  printer  has  changed  forever  the  way  people  look  at  dot  matrix  printing. 

It's  the  first  24-pin  dot  matrix  printer  to  use  a  letter-quality  multistrike  film  ribbon— the  same 
ribbon  used  in  typewriters  and  letter-quality  printers,  such  as  our  Spinwriter.'  So  for  the  first  time 
in  computer  history  there  is  a  printer  that  honestly  does  everything.  A  printer  that  produces 
^__uam0mf^i'3n»vmtKin       important  letters  and  documents  with  crisp,  black,  true  letter-quality 
0^*^^'  printing.  But  with  all  the  speed  and  graphics  capability  dot 

Dear  Mr.  Black:    |      >t    matrix  printers  are  known  for 

--»m..;..f;.xTama.;..;...;  ....■,..;.■„■.,.■.■..■;„;;;;;;;..;;;.  ./  Fast,  black  letter-quallty  printing  will  be  the  primary 

Actual  line  printed  reason  many  people  will  buy  a  P5XL  printer  But  there  are 

^**^^''»Crr!lZ!lllj^  P'^"^"^  of  other  good  reasons.  In  fact,  it's  the  most  versatile  printer 

ever  created  for  personal  computers. 
It  can  use  an  optional  ribbon  to  print  seven  other  colors  plus  black.  And  it  has  the  best  graphics 
resolution  of  any  impact  printer  you  can  buy,  due  in  part  to  our  advanced  24-pin  printhead.  Plus  it 
can  print  more  type  faces  automatically  than  any  other  dot  matrix  printer  And  it's  quiet  and  fast. 

You  can  also  expect  a  P5XL  printer  to  turn  out  millions  of  characters  before  it  will  need 
service  because  it  has  the  highest  reliability  rating  in  the  industry.  And  there's  a  nationwide  network 
of  NEC  Customer  Service  Centers  to  take  care  of  maintenance. 

Now,  while  the  Pinwriter  P5XL  performs  a  little  black  magic,  you  won't  have  to  go  in  the 
red  to  buy  it. 

The  Pinwriter  P5XL  is  the  latest  addition  to  the  most  advanced  and  extensive  family  of  24-pin 
printers  available.  See  it  at  your  dealer  or  for  an  information  package  that  includes 

actual  print  samples,  call  1-800-343-4418  (in  MA  617-264-8635). 

Or  write:  NEC  Information  Systems,  Dept.  1610, 
1414  Massachusetts  Ave.,  Boxborough,  MA  01719. 


NEC  PRINTERS.THEYONLY  STOP 
WHEN  YOU  WANT  THEM  TO 
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An  information  distribution 
system  that  lets  managers 
at  United  Telephone  of  Florida 
get  up-to-the-minute  informatioi 
fester  than  ever  before. 

With  most  information  systems,  you  can  get  up-to-date  infomiation.  But  only  after  you'v 
entered  it  Correaed  it  Called  it  up.  ftinted  it.  Copied  it  And  distributed  it 
Which  takes  even  longer  than  it  sounds. 

That's  why  United  Telephone  of  Florida  (LTTF)  uses  Digital's  VAX  VDC"  information 
distribution  system,  along  with  Digital's  ALL-IN- 1"  integrated  oflSce  information  system. 

VAX  VTX  lets  managers  get  timely  and  much-used  information  right  from  the  screea 
No  papers  to  shuffle.  No  staclc  of  computer  printouts.  And  information  on  \AX  VTX  is  easil 
stored  and  changed  You  don't  even  need  MIS  people  to  maintain  the  data. 

Best  of  all,  (^ng  up  that  information  is  as  simple  as  calling  up  your  friend  down  the  hal 
UTF's  managers  learned  in  minutes.  Even  the  ones  who'd  never  touched  a  terminal 

Now,  the>'  use  VAX  VTX  to  get  everything  from  construction  budgets,  planning  documenc 
and  org^uiization  charts  to  industry  news  and  the  cafeteria's  lunch  mena 

They  can  e\'en  call  up  WAX  VTX  information  in  themiddle  of  their  AH-IN- 1  applicationj 
With  no  interruptions.  No  time  lost  And,  with  Digital's  netviorking  capabilities,  tying  into  thei 
IBM  systems  in  other  offices  is  a  cinch.  All  of  whidi  gives  UTF  a  decided  competitive  advantage 

It  certainly  helped  in  one  competition.  UTF  just  won  Administrative  Management 
magazine's  first  place  1986  Gold  Award  for  Office  Automation. 

Even  so,  David  Baker,  LTF's  Manager  of  Office  Automation  Systems,  likes  to  praise  WKA 
VTX  tliis  way  "It's  so  simple  to  use  and  so  easy  to  maintain,  managers  can  finally  focus  on 
results  rather  than  the  process." 

To  find  out  more,  write  io:  Digital  Equipment 
Corporation,  200  Baker  Avenue,  CF01-2/M94,  Concord, 
MA  01742-2190. 
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Black  &  Decker  Makes  The  World  Smafler 


The  Black  &  Decker  Corporation 
operates  24  plants  in  13  countries 


to  handle  the  traffic.  Fragmentation  of  the 
marketplace,  geographically  and  by  product 
line,  also  increases  dependence  on  telecom- 
munications to  link  dispersed  departments 
and  customers. 

Standards  for  information  systems  will 
enhance  the  importance  of  business  com- 
munications simply  by  opening  previously 
closed  doors  to  new  avenues  of  information 
exchange  and  market  potential. 

NEW  FOCUS  ON  COMMUNICATIONS 

Until  strategy  was  forced  to  include 
technical  considerations,  strategic  planners 
and  managers  had  separate  goals.  Within 
the  more  recent  technical-strategic  alliance, 
planners  and  implementers  alike  are  shifting 
focus.  While  strategic  planners  formerly 
asked,  "What  if?"  and  implementers  asked, 
"How  much?"  the  two  poles  are  tending  to 
combine  forces  on  a  benefit  synergy  basis 
rather  than  merely  on  cost-reduction  efforts. 

With  an  awareness  of  the  value  added  by 
communications,  as  opposed  to  traditional 
cost-reduction  justifications,  managers  who 
plan  strategically  use  a  positive  measuring 
rod.  The  new  question  is,  "How  much  can 
we  gain  if  we  could": 

■  increase  the  speed  of  contact  between 
salespeople  and  prospects? 

■  increase  the  speed  of  contact  between 
sales  managers  and  salespeople? 

■  access  financial,  manufacturing  and 
i  scheduling  information? 

I  ■  allow  customers  to  order  products  directly, 
!  and  subsequently  access  delivery  and  bill- 
i  ing  information? 

i  ■  share  engineering  plans  or  documents 
i  through  conferenced  terminal  screens  for 
I  changes  on  documents? 
j  ■  allow  noncoincident  conversations  to  con- 
i  tinue,  regardless  of  time-zone  and 
1  schedule  conflicts? 

I    By  allowing  wider  information  exchange 
and  faster  response,  by  opening  new  areas 
and  new  sources,  communications  turns  from 
a  negative  cost  necessity  to  a  positive  market 
power.  It  depends  on  how  you  look  at  it. 

LINKING  INFORMATION  SYSTEMS 

Information  management  strives  toward  a 
confluence  of  voice,  data  processing  and 
office  productivity  systems.  Voice  communi- 
'  cations  is  clearly  the  most  interconnected, 
distributed  and  on-line  information  system 


and  markets  its  products  in  more 
ATsT  ^^^^  ^0  nations.  It  is  one  of  ttie 

world's  leading  producers  of 
power  tools,  housetiold  products  and  small 
appliances.  Looking  at  ttie  world  as  a  single 
market  tor  all  its  products.  Black  &  Decker 
has  begun  "globalizing"  its  operations.  In  a 
competitive  market  where  more  than  40 
percent  of  its  products  have  been  developed 
or  acquired  within  the  past  five  years, 
Black  &  Decker  looked  to  information 
technology  to  help  cut  the  time  required  to 
take  a  new  product  to  market  and  to  cut 
production  costs. 

Black  &  Decker  chose  AT&T  to  help  integrate 
diverse  information  technologies  and  to 
standardize  its  communications  across  inter- 
national boundaries  and  time  zones.  Accord- 
ing to  Donald  Logan,  vice  president  informa- 
tion services:  "We  were  looking  for  ways  to 
make  the  world  smaller.  We  began  by  merg- 
ing the  data  processing  and  telecommunica- 

available.  Standardization  and  universal  ser- 
vice have  been  the  tenets  for  voice  system 
designers  and  manufacturers  since  the 
industry's  inception.  In  contrast,  data  pro- 
cessing and  office  automation  designs  have 
until  recently  held  to  proprietary,  closed 
systems. 

Faced  with  the  resulting  proliferation  of 
separate  systems,  planners  and  designers 
have  turned  toward  a  communications- 
based  approach  to  link  existing  systems  and 
to  open  architectures  for  future  designs.  The 
focus  has  moved  away  from  centrally  con- 
trolled, individual  systems  and  onto  the 
requirements  of  the  end  user. 

Where  strategy  once  pointed  to  increasing 
productivity  with  individual  applications,  it  is 
now  shifting  to  the  importance  of  communi- 
cating the  productive  efficiencies  of  these 
systems.  Planners  insist  on  vendor  com- 
patibility and  communications  capability. 
Information  management  has  taken  on  a 
broader  scope,  which  must  account  for 
compatibility  and  communications  that  cover 
networking,  switches,  processors,  software, 
terminals  and  building  wiring  plans. 

NETWORKS:  LINKING  STRATEGIC 
POSITIONS 

Demand  for  network  services  leaps  at  an 
almost  geometric  rate  as  corporate 
managers  look  for  increased  access  and 
reduced  communications  costs.  Changing 
regulatory  climates  encourage  formulating 
new  approaches  with  new  equipment  and 
services.  Demand  for  data  communications 
rapidly  multiplies  traffic  volume  and  network 
complexity  as  data  traffic  diffuses  to  new 


tions  functions  within  our  own  organization. 
Then  we  set  out  to  create  newer,  more  flex- 
ible and  more  responsive  systems."  As  a 
result,  AT&T  and  Black  &  Decker  are  imple- 
menting an  advanced  communications  net- 
work. Critical  components  of  the  network 
include  an  AT&T  AUDIX  voice  mail  system, 
and  AT&T's  STARLAN  Local  Area  Network, 
for  electronic  mail  communications  through 
personal  computers. 

Globalization,  efficiency,  increased  profitabi- 
lity-key objectives  to  long-term  success- 
are  being  met  and  surpassed  at  Black  & 
Decker.  Internal  efficiency  through  information 
technology  enables  Black  &  Decker  to  deliver 
products  to  the  market  taster  and  more 
economically  than  before.  Logan  sums  it  all 
up:  "As  you  can  see,  our  global  approach 
involves  far  more  than  finding  new  way  to 
capture  and  process  bits  and  bytes  on  a 
card,  tape  or  disk.  It  involves  integrating  and 
controlling  all  the  ways  we  communicate  in 
order  to  improve  information  flows  and  help 
make  Black  &  Decker  more  profitable." 

terminal  locations.  The  development  of 
standards  will  open  new  avenues  to  new 
customer  applications  and  information 
sources.  Similarly,  increasing  use  of  net- 
works as  a  strategic  business  resource  adds 
to  the  growing  demand. 

Many  different  companies  are  rising  to 
meet  the  demand  for  network  services  and 
equipment.  For  those  customers  with  pro- 
liferating voice  and  data  requirements, 
carriers  offer  high-volume  T-1  lines  for 
economical  digital  integration  of  voice  and 
data.  T-1  and  statistical  multiplexers  squeeze 
the  highest  rate  of  utilization  from  the  digital 
circuits.  Fiber-optic  and  microwave  manufac- 
turers offer  solutions  for  wideband  traffic  on 
a  private  purchase  basis.  Packet  switches, 
along  with  public  and  private  packet- 
switched  networks,  help  to  resolve  the 
bottlenecks  in  megabit  data  transport, 
especially  among  heterogeneous  computer 
mainframes.  Network  management  and  con- 
trol systems  provide  flexible  command  of 
communications  resources. 

For  both  high  volume  and  less  intensely 
concentrated  traffic,  most  carriers  have 
begun  to  provide  virtual  private  network 
(VPN)  services.  Without  the  management 
and  maintenance  responsibilities  of  the  truly 
private  networks,  VPNs  offer  similar  features 
and  savings.  For  companies  just  beginning 
to  experience  growth  in  network  demands, 
the  carriers  offer  quantity  discounts  through 
direct  links  to  WATS-type  services  and  flat- 
rate  hourly  quantities. 

In  the  past,  demands  for  connecting  diverse 
functions,  such  as  voice,  leased  data,  dial-up 
data,  facsimile,  telex  and  electronic  mail, 
evolved  Into  many  "networks"  that  were 
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CredUors  Mercantile,  inc.  Saves  On  Long-Distance  Service  With  US  Sprint 
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costly,  incompatible,  difficult  to  manage  and 
terminated  at  ttie  same  destinations.  The 
ctiaotic  and  costly  network  tangles  forced 
customers  and  carriers  alike  to  plan  ap- 
proaches that  increased  resource  utilization, 
efficiency  and  cost-effectiveness.  As  a  result, 
network,  equipment  and  systems  designers 
have  produced  solutions  to  eliminate  redun- 
dant, underutilized  links  and  to  open  access 
to  individual  applications  systems. 

PBXs:  COMMUNICATIONS  NODES 

The  primary  node  for  voice  communica- 
tions is  the  PBX  (private  branch  exchange). 
From  this  complex  switching  heart,  the  vital 
arteries  of  instantaneous  voice  fan  out  as 
extension  lines  to  departments,  network 
lines  to  other  major  company  locations,  and 
public  lines  to  almost  anywhere  In  the  world. 

Anticipating  the  needs  of  business- 
directed,  technical  uses,  PBX  switches  have 
developed  digital  connections  for  the  newer 
applications.  To  reduce  the  number  of 
analog/digital  conversion  steps,  digital  PBXs 
provide  direct  termination  of  the  T-1  network 
facilities  that  are  in  such  high  demand.  By 
directly  connecting  T-1  to  PBXs,  corporate 
users  can  achieve  considerable  network  sav- 
ings by  replacing  groups  of  15  to  24  analog 
tie  lines  with  a  T-1  carrier.  The  savings 
become  even  more  dramatic  with  the  addi- 
tion of  digital  facsimile  and  terminal  data 
traffic  to  the  digital  PBX  and  T-1  network 
link.  Directing  this  intracompany  traffic  over 
the  T-1  network  link  can  eliminate  leased 
data  lines  and  reduce  the  usage  charges  on 
dial-up  lines. 

PBX  manufacturers  have  begun  to  provide 
packet  data  transport  both  for  internal 
departmental  data  on  existing  telephone  wir- 
ing and  for  external  packet-switched  links  on 
public  and  private  networks.  The  PBX-pro- 
vided  packet  capability  facilitates  changes 
and  additions  to  corporate  data  networks. 

Enhancing  the  data  networks,  PBX-based 
applications  processors  allow  conferencing 
through  terminal  screens,  electronic  mail 
and  voice  mail  messaging,  common  business 
programs  and  timesaving  systems  manage- 
rr/mt  programs. 

^mmm^  communications 
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Problem:  Creditors  Mercantile,  Inc.  has  been 
collecting  bills  for  clients  in  ail  segments  of 
the  business  community,  including  retail 
store-chains,  hospitals,  airlines,  and  banks, 
for  81  years.  Based  in  Atlanta,  Creditors  Mer- 
cantile has  ten  offices  throughout  the  South 
serving  clients  across  the  nation.  The  tele- 
phone is  the  primary  means  by  which  the 
company  conducts  its  business.  Receiving 
approximately  50,000  new  accounts  each 
month,  the  company  became  acutely  aware 
that  telephone  costs  were  its  second  highest 
expense  (after  employee  salaries)  and  were 
eating  into  its  profit  margins.  In  1983 
Creditors  Mercantile  began  exploring  ways  to 
make  its  telephone  usage,  particularly  long- 
distance calls,  more  efficient. 

Solution:  Creditors  Mercantile  selected  what 
is  now  US  Sprint  Communications  Co.  to  pro- 
vide two  services-Advanced  WATS  and  The 
Billing  Solution.  US  Sprint  is  a  newly  formed 
joint  venture  between  GTE  Corp.  and  United 
Telecommunications  Inc.,  and  it  comprises 
what  was  formerly  GTE  Sprint  and  US 
Telecom.  Advanced  WATS  provides  access 
to  all  areas  of  the  United  States  and  automa- 
tically adjusts  to  changing  calling  patterns.  A 


PBX  switch  in  Creditors  Mercantile's  Atlanta 
office  controls  the  least-cost  routing,  sending 
calls  over  either  Advanced  WATS  or  Sprint 
Direct  Dial  service.  With  The  Billing  Solution, 
Creditors  Mercantile  can  analyze  and  manage 
its  monthly  long-distance  phone  usage.  The 
service  combines  all  basic  Sprint  and  Advan- 
ced WATS  billing  into  a  single  statement. 
While  the  branch  offices  receive  detailed  re- 
ports of  their  phone  expenses,  the  master  in 
voice-breaking  down  Sprint  expenses  com- 
panywide-goes  directly  to  the  Atlanta  office. 

Resolution:  Since  switching  to  US  Sprint,  the 
company's  cost  per  call  has  dropped  20  per- 
cent. The  Billing  Solution  has  helped 
Creditors  Mercantile  control  its  phone  usage. 
Previously  it  knew  how  much  it  spent  on 
monthly  long-distance  calls,  but  had  no  idea 
where  the  costs  originated  on  a  per-call  basis. 
Now  the  company  can  examine  the  length 
and  time  of  calls  and  decide  how  to  use 
telecommunications  more  effectively.  Accord- 
ing to  Gary  Frank,  president:  "Through  more 
effective  management  of  telephone  expenses, 
we  are  increasing  our  employees'  perfor- 
mance. And  the  result?  Creditors  Mercantile 
has  doubled  its  volume  since  1983." 


NEC's  NEAX2400®  IMS  Lets  West  Coast  Grocery  Company  Shelve  Separate 
Voice  And  Data  Systems 


Problem:  West  Coast  Grocery  Company,  a 
major  Northwestern  grocer^'  wholesaler,  had 
separate  voice  and  data  communications 
systems  and  was  rapidly  outgrowing  both.  In- 
dividual PBXs  at  each  of  the  company's  three 
locations  between  Washington  and  Oregon 
were  connected  by  tie  lines.  These  PBXs  had 
few  convenience  features,  and  the  Tacoma 
headquarters  was  nearly  out  of  capacity.  The 
tie  lines  were  also  inadequate  both  in  capacity 
and  capabilities.  A  particular  concern  was  that 
incoming  phone  calls  could  not  be  transferred 
between  facilities,  separated  by  as  much  as 
300  miles,  and  important  customers  were  be- 
ing told  to  hang  up  and  redial.  Data  traffic  was 
handled  by  a  separate  set  of  dedicated  lines. 
These  too  had  become  insufficient,  and  West 
Coast  faced  a  large  new  expense  for 
additional  lines  and  interface  equipment. 

Solution:  West  Coast  Grocery  selected  NEC's 
NEAX2400  Information  Management  System 
(IMS)  switches  to  combine  its  voice  and  data 
communications  into  one  integrated  network 
and  to  take  advantage  of  advanced  voice 
features.  Fully  digital,  these  systems 
simultaneously  allow  West  Coast  to  transmit 
data  through  the  switch  without  modems. 


Between  facilities,  both  voice  and  data  are 
carried  over  T-1  lines,  eliminating  the  need  for 
separate  voice  and  data  lines  as  well  as 
expensive  interface  equipment.  NEC's 
CCIS#7  (Common  Channel  Interoffice  Signal- 
ling) software  enables  features  such  as  call 
fonwarding  and  call  transfer  to  be  used 
between  facilities.  It  can  also  select  least-cost 
routing  for  long-distance  phone  calls. 

Resolution:  The  NEAX2400  IMS  has  im- 
proved efficiency  and  increased  capacity 
while  saving  West  Coast  Grocery  approx- 
imately 20  percent  in  communications  costs. 
Moreover,  the  system's  modular  design 
guarantees  it  will  keep  pace  with  West 
Coast's  future  growth.  Additional  capacity  (to 
over  23,000  stations  per  PBX)  and  value- 
added  services  can  be  incorporated  easily 
and  economically  as  needed.  Soon  to  be 
installed  is  NEC's  ASTRA-PHACS®  Telecom- 
munications Management  System,  a  turnkey 
system  that  will  allow  West  Coast  Grocery  to 
monitor,  reconcile,  and  control  its  telecom- 
munications expenses.  Together,  the 
NEAX2400  IMS  and  ASTRA-PHACS  will 
analyze  and  control  traffic  for  maximum 
optimization  of  the  network. 


to  incorporating  communications  capability 
within  applications  systems. 

Examples  of  network  software  are  those 
developed  by  the  leading  telecommunica- 
tions and  computer  manufacturers.  In  addi- 
tion to  the  efforts  dedicated  to  such  network 


standards  as  OSI  and  ISDN,  industry  leaders 
have  intensified  efforts  to  link  minicom- 
puters, personal  computers  and  mainframes. 
As  well  as  providing  gateways  and  interfaces 
to  other  manufacturers'  systemSj  the  com- 
puter manufacturers  in  particular  are  attempt- 
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Wang  Networking. 
Because  There's  Always 
More  ThanDne  WayTO  Go 


A  computer  network  in  a  law 
office  is  quite  different  from  a  com- 
puter network  in  a  university  or  a 
multi-national  bank.  And  in  time,  all 
three  of  those  networks  will  be  dif- 
ferent from  what  they  are  today 

That's  why  you  need  a  network 
that's  flexible  enough  to  accommo- 
date a  wide  variety  of  needs.  And  to 
change  when  those  needs  change. 

You  can  get  that  flexible  network 
from  Wang. 

A  FLEXIBLE  FRAMEWORK. 

Wang  Systems  Networking 
(WSN)  is  more  than  a  product  or  a 
group  of  products.  It's  a  flexible 
framework  that  lets  you  integrate 
data,  text,  image,  and  messaging. 
From  PC  to  mainframe.  From 
one  end  of  your  organization  to 
the  other. 

And  because  it's  modular,  WSN 
allows  you  to  tailor  your  network 
using  a  variety  of  peer-to-peer 
transports  -  including  WangNet, 
Wang's  local  area  network,  and 
switched  or  dial-up  telephone  lines - 
as  well  as  international  protocols 
such  as  X.25. 

ALL  SYSTEMS  GO. 

Although  you  may  prefer  Wang 
applications  and  systems,  these 
systems  often  have  to  communi- 
cate with  systems  from  other 
manufacturers.  And  with  its  open 
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architecture,  WSN  is  flexible 
enough  to  operate  in  a  multi-vendor 
environment. 

For  example,  Wang  systems  can 
provide  connectivity  to  IBM's  SNA 
environment  by  emulating  particu- 
lar IBM  systems  such  as  the  3274 
and  3777  Controllers.  And  the  same 
is  true  in  the  world  of  PBX.  In  fact, 
we've  already  made  compatibility 
agreements  with  AT&T,  Northern 
Telecom,  Mitel,  GTE,  inteCom, 
Jisteland  Siemens. 

Wang  also  offers  you  gateways  to 
other  applications  environments. 
These  include  gateways  from  the 
Wang  VS  to  PROFS  and  DISOSS, 
IBM  document  exchange  products, 
and  to  AT&T's  UNIX  environment. 
CALL  FOR  THE  WANG 
SOLUTION. 

The  Wang  Systems  Networking 
story  is  an  extensive  one.  And  it's 
all  described  in  a  36-page  booklet 
entitled  Wang  on  Networking: 
Integrated  Solutions  for  Business 
Communications. 

For  your  free  copy,  call  us  today 
at  1-800-225-9264. 
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ing  to  link  their  own  product  lines  in  peer-to- 
peer,  departmental  and  hierarchical  com- 
munications schemes.  The  cost  of  ignoring 
communications  in  business  can  be  mea- 
sured by  the  cost  of  having  to  catch  up  later. 

A  visible  example  of  incorporating 
communications  within  applications  is 
evident  in  the  major  manufacturing  software 
systems.  To  meet  foreign  competition  in 
manufacturing,  American  companies  have 
responded  with  the  efficiencies  of  automa- 
tion. The  resulting  "islands  of  automation" 
will  not  go  far  enough  to  meet  efficiency 
objectives  unless  integrated  communica- 
tions systems  can  link  them  together  in  a 
start-to-finish  operation.  The  goal  of  com- 
puter integrated  manufacturing  (CM)  soft- 
ware systems  is  to  connect  the  individual 
insular  operations  in  a  smoothly  flowing 
system.  Like  an  umbrella  of  data  processing, 
the  CIM  system  will  link  the  disparate  func- 
tions within  design  and  engineering,  plan- 
ning and  control  and  production  so  that  all 
functions  can  provide  accurate  and  current 
information  to  each  other. 

Just-in  Time  (JIT)  systems  identify  ineffi- 
ciencies in  the  manufacturing  operation  and 
attempt  to  eliminate  them.  Systematic 
management  can  avoid  unnecessary  labor 
and  inventory  overstock  and  understock. 
Both  CIM  and  JIT  systems  depend  on  inter- 
nal communications  links  among  processing 
operations  and  on  external  links  to  suppliers 
and  customers.  These  links  are  vital  to 
reduce  the  time  required  to  move  a  product 
from  initial  engineering  designs  to  produc- 
tion, thereby  cutting  manufacturing  costs 
and  getting  the  product  to  the  market  faster. 
As  major  software  systems,  CIM  and  JIT 
have  to  interact  easily  with  other  systems 
used  internally  and  externally. 

OFFICE  SYSTEMS 

Developmenis  in  office  systems  applica- 
tions have  encountered  the  obstacles  inher- 
ent in  proprietary  systems  that  limit  com- 
munications to  a  single  system.  To  sur- 
mount the  obstacles  and  expand  communi- 
cations, hardware  and  software  manufac- 
turers are  working  on  standards  that  would 
permit  offios  reams  t:;  r.ommunicate  to  all 
svstfe-'s  and  Jil!  mail  services,  regardless  of 
ditfererii  vendors'  hardware  an j  software. 

The  OS!  network  Gtandara  Ctn  orovide  the 
links  to  different  elecironic-mail  s-vitems. 
The  proposed  X.400  standard  defines  a 
uniform  electronic  envelope  for  manufac- 


Problem:  The  Pittsburgh  Poison  Center  is 
one  of  the  nation's  most  comprehensive 
resources  for  the  product  formulation  and 
treatment  of  poisons.  More  than  400,000 
dangerous  products  and  substances  are 
listed  in  its  computers.  It  also  is  the  nucleus 
of  a  41  member  hospital  network  serving  two 
million  residents  of  southwestern  Penn- 
sylvania. The  Center  runs  a  24-hour  service 
that  receives  150,000  calls  each  year,  of 
which  more  than  40,000  are  poison  cases. 
Saving  lives  is  the  Center's  business,  and 
each  telephone  call  presents  a  life-and-death 
situation. 

Getting  information  to  the  victim's  treating 
physician  and  transmitting  pertinent  data  to 
hospital  emergency  rooms  before  the  patient 
arrives  is  crucial.  It  is  imperative  to  follow  up 
each  telephone  conversation  with  hard-copy 


idwani  Krenzelok,  director  of  the  Pittsburgh 
Poison  Center,  uses  Pitney  Bowes  facsimile  equip- 
ment to  transmit  IHe-sa¥lttg  Information  to  physi- 
cians treating  accidental  poisonings. 


documents  containing  research  on  specific 
poisons  and  the  published  method  of  treat- 
ment so  that  emergency  room  staffs  are 
ready  and  waiting  when  the  patient  comes 
through  the  door. 

Solution:  Working  with  Pitney  Bowes  Fac- 
simile Systems,  the  center  developed  a  fac- 
simile network  that  allows  it  to  send  a  page  of 
vital  information  to  any  of  its  networked 
hospitals  in  seconds.  Pitney  Bowes 
developed  a  system  that  satisfied  the  criteria 
for  speed  and  the  elimination  of  the  possibility 
of  transmission  error.  In  addition,  each  fac- 
simile unit  can  stack  up  to  30  pages  for  unat- 
tended document  transmission.  The  units 
also  have  expanded  paper  rolls,  which  can 
automatically  accommodate  the  receipt  of 
hundreds  of  documents.  Each  of  the  partici- 
pating hospitals  has  compatible  facsimile 
units. 

Resolution:  "Technology  is  helping  us  do  a 
better  job,"  notes  PPC  Director  Edward 
Krenzelok.  "We  are  on  a  tight  budget  and 
have  to  keep  the  lid  on  expenses.  The  fac- 
simile saves  us  money  in  lower  telephone 
bills  because  our  information  can  be  transmit- 
ted faster."  Moreover,  Pittsburgh  Poison 
Center  has  reduced  the  fatality  rate  incidental 
to  accidental  poisoning-thanks  in  part  to  the 
speed  and  facility  of  the  Pitney  Bowes  fac- 
simile network. 


Visa  And  CompuServe— 

A  Dynamic  Duo  in  Tiie  War  Against  Credit  Card  Fraud 


Problem:  In  1980,  Visa  USA  Inc.,  a  recognized 
leader  in  electronic  point-of-sale  (POS)  authori- 
zation, began  distributing  POS  terminals  to 
member  banks  which  would  then  sell  or  lease 
the  terminals  to  area  merchants.  A  member 
interface  processor  (MIP)  residing  at  each  bank 
acted  as  a  conduit  between  the  merchant's  ter- 
minal and  the  Visa  network.  The  original  sys- 
tem was  successful,  but  it  was  limited  geo- 
graphically to  locations  with  MlP-equipped 
member  banks.  Several  of  the  national  retailers 
had  stores  that  were  quite  a  distance  from  their 
banks.  In  1983  Visa  began  exploring  ways  to 
expand  access  to  the  POS  authorizing  system. 

Solution:  Visa  chose  CompuServe  to  help  it 
expand  its  network  services.  CompuServe  not 
only  had  a  technically  reliable  network  with 
broad  coverage  providing  the  quick  response 
time  required  by  retailers  at  the  point  of  sale, 
but  its  netvi/ork  could  also  add  value.  Compu- 
Serve was  willing  to  give  Visa  dedicated  ports 
on  its  access  points  at  a  competitive  price. 
This  meant  that  merchants  using  the  POS  ter- 
minals would  not  have  to  compete  with  other 
CompuServe  subscribers  to  access  the  net- 
work. Also,  POS  terminals  made  for  Visa  by 
different  manufacturers  could  log  onto  the 
CompuServe  network  without  being  repro- 
grammed  or  retrofitted.  In  addition,  Compu- 
Serve adapted  its  network  software  to 
streamline  the  POS  operations,  provide 


routing  to  multiple  Visa  host  computers  and 
decrease  the  response  time.  In  20  seconds  a 
merchant  can  now  pass  a  customer's  card 
through  a  computer  terminal  and  determine  if 
the  card  has  been  lost,  stolen  or  otherwise 
unauthorized. 

Resolution:  With  more  than  5,000  access 
points  in  300  U.S.  cities,  CompuSen/e  is  look- 
ing for  ways  to  make  its  network  even  more 
cost-effective.  "Only  15  to  20  percent  of  the 
retail  business  is  equipped  for  electronic 
authorization,  so  there  is  a  lot  of  room  for 
growth,"  says  Clark  Woodford,  vice  president 
of  CompuSen/e's  telecommunications  ser- 
vices. "We  believe  that  demand  will  increase 
as  more  capabilities  are  incorporated  into  the 
terminals."  A  feature  now  in  testing  is  data 
capture.  Instead  of  collecting  paper  slips, 
totaling  them  and  sending  them  to  the  bank 
for  credit,  merchants  can  store  all  credit  card 
transactions  in  the  POS  terminal  and  transmit 
them  automatically  to  the  bank.  A  process 
that  used  to  take  up  to  ten  days  could  be 
completed  in  only  one  or  two  days.  Another 
area  of  growth  is  the  debit  card  system,  in 
which  the  customer's  bank  account  is  debited 
at  the  time  of  purchase.  These  innovative 
implementations  represent  a  tremendous  op- 
portunity not  only  for  credit  card  companies 
such  as  Visa  but  also  for  informatton  net- 
works such  as  CompuServe. 


lONG  dbhuke 

SOQUET 

YOU  CAN  HEAIL. 


•••A  PIN  DROR 


To  test  the  sound  quality  of  our  new  fiber  optic  Iine,we  literally  dropped  a  pin  in  Chicago 
and  actually  heard  it  over  the  phone  in  Dallas.  A  distance  of 799  miles. 
~  That's  the  magic  of  US  Sprinf  "fiber  optics.  Pure  sound  quality  None  of ^e  typical 
hiss,  static  or  other  annoyances  you've  been  forced  to  accept  when  yoii  call  long  distance 
over  the  older  lines  of  AT&T. 

And  independent  tests  showed  that  3  out  of  5  business  people  preferred  the  superior 
sound  quality  of  US  Sprint's  fiber  optic  lines  over  AT&T.  On  the  very  first  call. 

That's  why  We're  building  what  will  be  the  first  100%  fiber  optic  long  distance  company 
across  America.  So  start  saving  now  by  calling  US  Sprint  today  Where  fiber  optics  gives 
you  phone  calls  so  clear  and  quiet  you  can  actually  hear  a  pirt  drop.  Gajl  l-8,QQ-52/-6972. 


^ US  Sprint 

"SOUNDS  UKI  YOU'Rf  RIGHT  NEXT  DOOR: 


c  1986  US  Sprint  Communications  Company,  (g)  Sprint  Is  a  Kglslered  trademark  of  US  Sprint  Communications  Company 
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Introdttcing  the  new  power  in  AT-cIass  personal  business  compater 
The  NEC  Advanced  Personal  G)nipiiter  IV. 

There  aren't  many  people  like  you.  You  demand  a  lot  from  you! 
personal  computer.  You're  a  Power  User.  And  the  NEC  APC IV™  is  tl" 
one  machine  that  can  keep  up  with  you. 

You  get  both  compatibility  and  performance  because  the  APC  P 
runs  at  either  6  MHz  or  8MHz  at  the  flick  of  a  switch. 

The  Advanced  Color  Display  has  an  incredible  800  x  560  screer 
resolution.  And  there's  NEC's  own  Power  Graphics  Display  that 
allows  an  astounding  1 120  x  750  resolution. 


The  APC  rV  offers  2  serial  ports,  the  versatility  of  5  internal  storage 
ilots,  a  math  co-processor,  and  a  host  of  other  features  that  help  you  take 
to  the  limit. 

Plus,  the  APC  IV  has  the  power  of  NEC  behind  it.  The  $10  billion 
jader  in  computers  and  communications.  So  you  never  have  to  v/ony 
bout  support. 

The  new  NEC  APC  IV.  Because  sooner  or  later,  you're  going  to  have 
)  take  it  to  the  limit.  For  more  infomnation,  call  NEC  at  1-800-343-4419 
n  MA  617-264-8635).  NEC  Infonnation  Systems,  Inc.,  Dept.  1610, 
414  Massachusetts  Avenue.  Boxborough,  MA  01719. 


NEC 


Alabama  Power  Manages  Information  Resources  With  Digital 

Equipment  Corporation  ,  -  i 


BUSINESS  COMMUNICATIONS 


turer  adoption  within  systems.  EDI  (elec- 
tronic data  interchange)  defines  a  standard 
for  the  contents  within  the  X.400  envelope. 
The  EDI  standard  represents  a  form  accept- 
able to  all  computer  devices  to  read  and  pre- 
sent on  a  screen  or  printer.  Using  standard- 
ized systems,  customers  can  enter  an  EDI- 
formatted  sales  order,  which  their  systems 
enclose  in  a  X.400-type  address  and  send 
through  OSI  network  links  to  the  supplier.  At 
the  destination,  the  supplier's  standardized 
system  automatically  reads  the  order  and 
sends  it  on  to  billing,  inventory,  sales  and 
shipping  systems. 

Electronic  mail  service  bureaus  recog- 
nized the  importance  of  communications  to 
automated  office  systems.  The  services 
stressed  the  advantage  of  communicating 
with  any  subscriber,  regardless  of  the  differ- 
ing protocols  among  systems.  Moreover,  the 
electronic-mail  services  offer  extensive  net- 
works and  include  network  maintenance. 
Highlighting  their  communications  capabil- 
ity, the  services  connect  to  international 
carrier  networks,  information  databases, 
news  services  and  PC  bulletin  boards  as  well 
as  to  the  subscriber  community. 

CORPORATE  VIDEOTEXT: 

MORE  INFORMATION  AT  LOWER  COST 

Increasing  the  speed  and  quantity  of  infor- 
mation delivery  should  create  an  increase  in 
productivity  without  adding  to  the  cost  of 
doing  business.  Videotext  demonstrates  this 
capability. 

By  replacing  manuals,  directories, 
catalogs,  schedules  and  the  like  with  elec- 
tronic databases,  videotext  avoids  lengthy 
print  production  cycles,  obsolete  informa- 
tion, and  the  cost  of  producing,  printing  and 
distributing  bulk  information.  Videotext  also 
allows  customers  direct  access  io  product 
inform.ation  without  taking  sales  reps'  time  to 
provide  routine  information  to  customers. 

FACSIMILE:  Si  TEGIC 
RESURGENCE 

Strategically,  the  evolution  \  -  facsimile  has 
•-iished  the  technology  beyond  its  traditional 
ccn-lnes  and  into  a  larger  realm  of  image 
Iransier,  Where  facsimtle  once  resided  as  a 
singular  speciai^/  in  a  few  corporate  loca- 
!iu::s.  it  new  snows  potential  for  widespread, 
co5l-9f:5ciiv>?  and  flexible  use. 

AllhGuyli  facsimile  has  been  used  for 
decades  as  a  convenient  way  to  send  copies 


Problem:  Alabama  Power,  an  operating  com- 
pany of  The  Southern  Company,  provides 
electrical  power  to  more  than  a  million 
customers  in  Alabama.  A  few  years  ago,  the 
company's  corporate  employees  were-spread 
out  across  the  Birmingham  area.  The  costs  of 
information  distribution  and  internal  com- 
munications, as  well  as  traditional  internal 
publishing,  were  escalating.  IVIoreover,  com- 
munications were  not  being  handled  in  a 
timely  manner.  The  time  was  right  to  evaluate 
and  select  an  information  distribution  system 
so  that  employees  could  easily  and  efficiently 
share  and  access  information. 

Alabama  Power  also  faced  a  unique  oppor- 
tunity. A  new  corporate  office  tower  that 
would  centrally  locate  its  corporate  employees 
was  being  built.  The  company's  management 
decided  to  take  advantage  of  the  upcoming 
move  to  install  a  companywide  information 
system  that  fit  its  business  strategy. 

Solution:  Alabama  Power  formed  a  steering 
committee  to  determine  what  the  office  of  the 
future  would  be  like.  In  1984,  a  pilot  office 
automation  program  was  begun  to  measure 
the  cost  benefits,  productivity  and  employee 
reaction  to  office  automation. 

The  company  selected  Digital  Equipment 
Corporation  as  its  office  system  vendor. 
Digital's  ALL-IN-1  Office  and  Information 
System  and  VAX  VTX  videotex  software  were 
installed  to  improve  office  communication 
and  information  distribution.  The  project  is 
being  expanded  to  support  600  users  over 
the  next  18  months. 

"We  began  by  going  after  the  people  who 
would  benefit  the  most,"  says  Mark  Carter, 
manager  of  management  information  services 
support  for  Alabama  Power.  The  study 
showed  that  office  systems  can  significantly 
contribute  to  the  efficiency  and  cost- 
effectiveness  of  an  entire  organization.  "We 
expect  the  system  to  pay  for  itself  by  the  end 
of  the  year  three,"  he  adds. 

Training  and  MIS  support  played  a  key  role 
in  the  successful  implementation  of  the  office 
system.  User  meetings,  a  constantly  staffed 
"help  desk"  and  follow-up  after  installation 
created  a  positive  environment  for  automa- 


of  original  documents,  the  technology  is 
poised  for  a  new  level  of  resurgence.  Three 
developments  have  combined  to  spread  fac- 
simile to  many  more  locations:  standards, 
technical  advances  and  lower  cost. 

Facsimile  manufacturers  embraced  stan- 
dardization far  earlier  than  their  computer 
counterparts.  As  a  result,  nearly  all  fax 
machines,  whether  older,  slower  models,  or 
newer  subminute  machines,  can  intercom- 
municate on  the  Group  I,  II  and  III  protocols. 

Two  major  technical  advances  bring  fac- 
simile to  the  desktop  and  incorporate 
storage,  editing  and  printing  in  one  image 
processing  system.  Small-size  units  allow 
the  spread  of  fax  devices  from  the  traditional 


lion.  "We  have  an  enthusiastic  user  group," 
comments  Carter.  "People  want  to  be  moved 
up  to  the  system." 

Users  in  such  departments  as  Human 
Resources,  Corporate  Communications  and 
Power  Delivery  now  use  the  ALL-IN-1  system 
for  word  processing  and  electronic  mail. 
Soon,  users  will  be  able  to  schedule  all  of  the 
conference  rooms  in  the  corporate  head- 
quarters building  through  the  system's 
calendar  management  facility. 

Alabama  Power  uses  Digital's  VAX  VTX 
videotex  system,  an  easy-to-use  information 
resource.  Several  information  sources  have 
been  made  available  through  videotex.  For 
example,  1,000  copies  of  the  2,000-page 
management  procedures  manual  must  be  up- 
dated, printed  and  distributed  on  a  regular 
basis.  Now,  the  manual  is  available  elec- 
tronically so  that  it  can  be  updated  im- 
mediately and  be  instantly  available  to 
everyone  on  the  system.  "Videotex  is  one  of 
the  key  office  automation  applications,"  adds 
Carter. 

Resolution:  Alabama  Power's  MIS  depart- 
ment has  identified  2,500  employees  who  will 
benefit  from  the  Digital  ALL  IN-1  office 
system.  Each  year  management  evaluates  the 
progress  of  the  office  automation  project  and 
plans  the  next  phase  of  implementation. 

At  Alabama  Power,  the  new  corporate 
headquarters  is  not  the  only  office  improve- 
ment. Inside  is  a  new  office  information 
system,  making  work  easier,  faster  and  more 
enjoyable. 


Alabama  Power's  new  corporate  facility  houses 
DEC'S  m  in  i  and  VTX  VAX  vUeotex  software. 


central  location  out  to  departmental  resource 
areas,  located  with  printers  or  secretarial 
work  modules  or  even  at  individual  desks. 
Several  companies  have  recently  developed 
facsimile  boards  for  personal  computers, 
bringing  image  transfer  even  closer  to  the  in- 
dividual by  incorporating  fax  in  existing  desk 
equipment. 

Ttie  integrated  systems,  however,  promise 
great  strides  in  image-transfer  capability. 
With  one  system,  an  employee  can  enter 
original  documents  with  text  and  images, 
edit  to  move  pictures  and  text,  add  text,  pro- 
duce multiple  copies  and  transmit  multiple 
copies  through  facsimile.  The  addition  of 
disk  storage  to  the  facsimile  function 


If  you  have  one  of  these, 

you  akeady  use  (he 
CompuServe  network. 


•resenting  the  network 
hosen  by  Visa  and  leaders  in 
ivery  major  industry  doing 
usiness  today. 

CompuServe's  value-added,  packet- 
itched  network  has  been  developing 
impressive  list  of  customers. 
Including  major  corporations.  Govern- 
ent  agencies.  Nationwide  associations, 
niversities.  Banks.  Hospitals, 
'or  starters,  here's  how  we've  been 
elping  Visa  ever  since  1983. 
We've  provided  reliable  dial  access  for 
ilecommunications  for  thousands  of 
fiffisa  terminals  in  more  than  2,000  cities. 

Enabled  Visa  merchants  nationwide  to 
!f||^ithorize  credit  card  purchases  in  a  mat- 
!r  of  seconds. 

Altered  our  software  to  streamline 
isa's  operations. 

And  we've  continually  explored  ways 
)  reduce  phone  charges.  And  make  it 
asy  for  merchants  to  access  the  system 
uickly. 


VISA 


According  to  W,  Thomas  Castleberry, 
Senior  Vice  President,  Visa  U.S. A., 

"We  selected  CompuServe  because  they 
were  technically  responsive  to  the  unique 
market  requirements  of  a  point-of-sale 
system.  CompuServe  was  willinq  to  meet 
our  performance  standards  at  a  competi- 
tive price." 

Now  look  at  all  the  reasons  you 
should  put  CompuServe  to  work  for 
you. 

1.  Over  99.9%  reliability. 

2.  A  300%  increase  in  cities  served  since 
1982. 

3.  Local  customer  support  through  over 
30  offices  nationwide. 

4.  Compatibility  with  all  major  protocols 
and  equipment. 

5.  Management  assistance  programs  to 
help  you  use  the  system. 

6.  Pricing  tailored  to  customer  needs. 

7.  Security  through  total  customer 
control. 

Check  out  the  CompuServe  network. 

After  all,  we've  been  helping  Visa  and 


leaders  in  all  sorts  of  major  industries 
charge  ahead  for  years. 

Maybe  it's  time  you  let  us  do  the  same 
for  you. 

For  more  information,  call  operator  18 
CompuServe  Network  Services 
800-848-8199.  In  Ohio,  614-457-0802. 


CompuServe  Network 

Please  send  your  FREE  "Network  Nation" 
brochure  describing  CompuServe's  value 
added  network. 


Name  

TiUe  

Company. 

Addres-s  

City  


Stale  

Business  Phone . 


Zip. 


CompuServe 


Network  Services 
RO.  Box  20212 
5000  Arlington  Centre  Blvd. 
Columbus,  Ohio  43220 


J 


An  H&R  Block  Company 

Visa  and  the  Three  Band  Design  are  registered  trademarks 
of  Visa  International. 


kSG  Industries  Revs  Up  Inventory  Control  With  Wang  Systems  Networking 


eliminates  repeated  scanning  of  ttie  original 
document. 

Facsimile  transceivers  with  built-in 
statistical  multiplexers  can  send  facsimiles 
asynctironously  over  existing  data  lines  to 
T-1  multiplexers,  and  to  X.25  PADs  as  well 
as  over  CO  lines.  By  tying  directly  into 
private  networks,  transceivers  tielp  eliminate 
ttie  monttily  line  and  usage  expenses  of 
dedicated  fax  dial-up  lines. 

INDUSTRY  LESSONS  FOR  THE 
PLANNER 

Information  and  communications  sup- 
pliers tiave  recognized  ttie  painful  conse- 
quences of  limiting  ttie  reacti  of  intelligent 
exctiange.  More  and  more  suppliers  join  ttie 
effort  to  establisti  standards  for  information 
movement.  Similarly,  computer  and  network 
designers  alike  predict  future  demand  in 
megaterms,  exceeding  ttie  limits  of  current 
storage  and  transmission  media.  Develop- 
ments and  installations  of  optical  disks,  fiber- 
optic networks  and  satellites  signify  ttiat 
designers  expect  the  demand  to  material- 
ize soon. 

With  a  charter  to  deliver  a  superior  prod- 
uct, to  innovate,  or  to  maneuver  to  an 
advantageous  position,  strategic  planners 
must  include  business  communications  to 
support  and  advance  corporate  goals. 
Thoughtful  planning  provides  a  margin  for 
linear  growth  in  existing  communications 
technology,  and  for  extension  into  new 
areas.  New  areas  of  communications  will 
more  likely  come  to  light  with  a  "what  if"  ap- 
proach rather  than  with  the  "how  much" 
habit.  Communicatio!*"^,  especially  the  lack 
of  communications,  uni  ^'•scores  the 
necessity  for  open  access  ^  j  compatibility 
within  information  systems  if  ii  -  systems 
are  to  yield  their  full  value.  Strategic  planners 
can  learn  fror^  the  experience  of  information 
systems  suppn  -s  in  considering  issues  of 
capacity  and  co   itibility.  Linking  business 
communications  k  -ategy  has  become 
essential  to  achieving   siness  goals. 

"CASE  STUDIES;  Linking  Business ^mmunica'Jons 
' ;  :hnoiogvf  to  Business  Strategy"  was  prepared  for 
fi}h^"  by  t!i3  CoiTirriijiiications/lnformation  Systems 
■   ■  ■  ■  ,«r/!ce(C/iS)  of  the  Yankee  Group,  a  Boston- 
•  aiKl  consailifig  iifm.  The  Yankee 

fev'if  .5     ronCTuoications  seminar,  focusing  on 
5S'=-'>V  vOiSro! )!  fhc  network  with  T-1  and  SDN  (Soft- 
vvare        i-fetecfk).  will  take  place  in  New  York  City 

-8a;3io  inc./iilustralion:  Ben  Perez 


Problem:  KSG  Industries,  a  leading  maker  of 
engine  components  for  automative  original 
equipment  manufacturers,  private  label 
vendors  and  aftermarkets,  had  difficulties 
expediting  orders.  KGS's  difficulties  stemmed 
from  delayed  data  communications  between 
its  headquarters,  its  manufacturing  facilities 
and  four  regional  distribution  centers.  Order 
and  inventory  information  were  processed 
separately  and  transmitted  in  batches  to 
KSG's  computers,  a  method  that  resulted  in 
tremendous  lag  times  between  the  two  func- 
tions. "The  data  communications  systems 
were  very  cumbersome,"  says  KSG  chief 
executive  officer  Steven  Demster.  "Everything 
was  time-shifted  by  all  the  lead  times  and  pro- 
cessing times  that  stacked  up  between  the 
point  of  sale  at  the  warehouses,  transmitting 
data  on  the  sale  and  updating  the  inventory 
and  the  purchase-order  file  to  the  factories  to 
replenish  the  products.  KSG's  business  is 
very  competitive.  All  of  our  customers  are 
delivery-sensitive.  We  either  have  the  product 
so  they  can  rebuild  their  engines,  or  they  go 
down  the  street.  We  needed  a  distributed 
system  that  could  be  accessed  easily  and 
queried  interactively  by  users  and  would  not 
depend  on  a  large  data-processing  staff." 

Solution:  KSG  selected  Wang  for  its  total 
systems  approach  to  distributed  data  pro- 
cessing. Wang's  VS  minicomputers  and  pro- 
fessional computers  (PCs)  linked  by  Wang 
System  Networking  (WSN)  provided  the 
framework  for  a  distributed  system  that  would 
support  a  variety  of  configurations. 

At  the  hub  of  KSG's  network  is  a  Wang  VS 
100  minicomputer  located  in  KSG's  head- 
quarters. A  second  VS  100  and  a  VS  65, 
which  together  support  more  than  50  Wang 
PCs  and  workstations,  are  used  by  the  two 
manufacturing  divisions.  Wang  PCs  are 
installed  in  the  regional  distribution  centers  or 


Wang  System  KttwoMng  lus  Mped  KSS 
ladustrt$s  ftnamUne  Imentoty  plaimlHg  and 
management. 

warehouses.  WSN  provides  real  time  data 
communications  and  online  access  to  appli- 
cations and  databases  running  on  the  VS 
100.  Communications  links  within  the  net- 
work have  been  tailored  to  the  users'  needs. 
The  VSs  in  the  manufacturing  divisions  use 
point-to-point  4800-bits-per-second  (bps) 
leased  lines  to  communicate  with  the  central 
system,  while  the  PCs  in  the  warehouses  use 
multipoint  9600-bps  leased  lines.  Two 
previously  existing  systems,  an  IBM 
System/ 36  and  a  Honeywell  DPS  6  are  con- 
nected to  the  VS  100  thmugh  3780  batch 
emulation  and  2400-bps  dial-up  lines. 

Resolution:  Inventories  are  now  updated 
online  at  the  warehouses.  Instant  access  to 
current  inventory  activity  in  the  warehouse 
enables  KSG's  inventory  management 
team  to  forecast  product  needs  accurately 
and  to  produce  timely  production  orders  for 
the  factories. 

WSN  has  increased  KSG's  overall  produc- 
tivity by  improving  the  quality  and  timeliness 
of  information.  KSG  is  now  planning  to  make 
the  network  even  more  efficient  by  installing 
Wang's  Communications  Network  Services 
(CNS),  which  will  allow  the  company's 
central  VS  100  to  perform  switching  functions 
in  the  network. 


Datapoint  Helps  State  Of  Idaho  Control  Its  Statewide  Automation  Project 


Problem:  Three  years  ago  the  state  of  Idaho 
was  faced  with  a  twofold  problem.  Residents 
of  Idaho  had  to  wait  up  to  three  months  to 
receive  new  driver's  licenses,  and  the  entire 
vehicle-registration  system  was  plagued  with 
inconsistent  operating  methods.  According  to 
Dee  Tonning,  chief  of  information  systems: 
"Proper  procedures  were  not  always  fol- 
lowed, correct  fees  were  not  always  charged 
and  abbreviations  for  make,  model  and  color 
of  vehicles  were  not  the  same  from  county  to 
county."  The  transportation  department 
needed  to  implement  a  statewide  automation 
project  for  its  six  district  offices  spanning 
44  counties. 

Solution:  The  state  selected  Datapoint  to  pro- 
vide a  distributed  data-processing  solution. 
Over  170  Datapoint  processors,  terminals  and 
printers  are  installed  in  the  driver's  license 
and  vehicle  registration  offices  throughout  the 
state.  Each  county  office  is  connected  to  the 


000  Tanning,  chief  of 
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nearest  district  office  via  Datapoint's  ARC  net- 
work. Those  district  offices  in  turn  communi- 
cate with  the  transportation  department's 
mainframe  located  in  Boise. 

Resolution:  Datapoint  systems  have  solved 
both  problems.  The  driver's  license  office  is 
more  responsive.  A  resident  can  now  walk 
into  a  local  office  with  an  expired  license  and 
walk  out  with  a  new  one  in  less  than  15 
minutes.  And  the  vehicle  registration  office 
can  now  operate  with  uniform  standards 
across  the  44  counties  as  the  system  has 
standardized  abbreviations  and  billing  fees. 


Tm  PiTNET  BOWES  FAX  LETS  YOU  SI 
^  WHAT  YOU  THOIKMfT  YOU  HEARD. 


GOATS?  I  sQid  10  dozen  COATS!!! 


Mistakes  in  communicotion  ore  mode.  And  ore  costly! 
3ut  you  con  put  mistokes  out  to  posture.  With  o  facsimile 
nochine.  Using  fox  means  exoct  replicas  of  letters... 
londwritten  notes... documents  ...ond  graphics.. 
:on  be  sent  'round  the  corner  or  'round  the 
//orld.  Sent  day  or  night,  with  the  touch  of  o 
Dutton.  And  received  in  seconds.  Exactly  as  sent! 

Moke  no  mistake.  You  need  a  facsimile.  And 
Tioke  no  mistake  when  you  choose  one.  Get  the 
oest  fox  oround,  stroight  from  the  industry  leader, 
^itney  Bowes...  the  one  who  has  installed  more  new 
machines  in  '85  than  any  other  facsimile  compony. 


And  get  service  you're  sure  is  fast  and  relioble  from  4,000 
customer  service  personnel  in  700  locations. 

Don't  let  mistakes  get  your  goat.  Get  o  Pitney  Dowes 
fox.  And  go  with  'the  seen'  as  v/ell  as  'the  herd'. 
For  more  specific  facts  including 
offordable  leasing  plans,  coll 
1-80C-MR.  BOWES,  Ext  304 
Or  write  Pitney  Dowes  Facsimile, 
Stamford,  Q  06926-0700. 


Source:  Internotionol  Resource 
>evelopment  Corporotion,  1985 


WE'RE  FIRST  IN  FAX. 


=M  Pitn^v  Rnw^<^ 


AT&T  HELPS  ilcKiSSON  PROFIT.  McKESSON  HELPS  THEI 
CUSTOMERS  PROFIT.THE  CUSTOMERS  ARE  HAPPY. 
McKESSON  IS  HAPPY.  AT&T  IS  HAPPY. 


It's  so  simple .  McKessoi  i ;  ;=!  a  leader 
in  the  trillion  dollar  wholesale  v  iistribu- 
tion  industry. 

Why?  Because  it  oppi^ates  so  :^ffi- 
cier>tly  itself,  McKesson  ej.n  help  it.- 
customers  work  with  leant  ;  ■  invento- 
ries, more  knowledgeable  purchasing, 
better  profits. 

How?  With  an  innovat  ive  approach 
Ui  -  ervice  McKesson  cai->  \alue- 
Audt  c'  Distribution*  and  t>ome  help 
irotTi  A'.'W  ill  makinsr  the  pieces  fit. 

KvUahle  AT&T  SOU  Service  links  a 
rcjtjfr  su>;:4f;  order-entry  system  that 
ieU.   lilt' V;..  IT'S  ordcr  goods  on  an  AT&T 
Pi.  {>  .C'^">or  a  iiand-held  terminal,  get 
•.:o!)iin;.;tiion  iramediately,  and  receive 

'?■■■■'.>  ■'.  ■—r  .--lirnr-Ari,  of  McKesson  Corp. 


the  goods  the  very  next  day.  The 
PC  6300  even  helps  the  customer  find 
price  deals  and  promotions  within 
McKesson 's  inventory,  and  lets  him 
identify  sales  trends  in  his  own  store. 

Our  advanced  digital  PBXs,  an 
AT&T  System  85  at  headquarters  and 
six  AT&T  System  75s  across  the  coun- 
try give  McKesson  such  control  over 
the  flow  of  information  that  they  have 
improved  customer  service  while 
containing  communications  costs. 
McKesson  easily  handles  over  15,000 
incoming  orders  a  day. 

AT&T  helps  McKesson  profit  with 
information  technology  that  makes 
them  indispensable  to  their  customers. 


And  that  makes  everyone  happy. 

To  find  out  how  AT&T  can  help  you 
use  technology  to  achieve  your  business 
goals,  call  us  at  1 800  247- 12 12. 


AT&T 

The  right  choice. 


The  Funds 


These  days  the  hot  funds  are  the  ones  with 
overseas  or  specialty-retailer  stocks.  Maybe 
that  means  its  time  to  look  at  a  fallen  star 


Technology  time? 


By  Laura  R.  Walbert 


OST    INVESTORS    CHASE  the 

currently  hot-performing 
funds  and  shun  the  laggards. 
That  may  be  human  nature,  but  it's 
not  too  smart,  because  stocks  move  in 
cycles  and  today's  v^inner  often 
is  tomorrow's  loser. 

For  that  reason,  Bruce  Everitt, 
manager  of  tiny  (assets,  $27  mil- 
lion) Boston-based  Nova  Fund, 
figures  it  is  again  time  for  tech- 
nology. Everitt,  58,  has  follov^ed 
technology  stocks  for  more  than 
25  years.  "In  my  earliest  notes, 
Hewlett-Packard  is  only  $47  mil- 
lion [sales],"  he  says. 

Everitt  points  to  two  indica- 
tors of  relative  value  for  technol- 
ogy stocks  against  the  rest  of  the 
market.  First,  he  measures  the 
price/earnings  ratio  of  Nova 
Fund  versus  that  of  the  S&P's 
500.  At  technology's  frenzied 
peak,  in  June  1983,  the  Nova 
Fund  P/E  was  2.7  times  the 
S&P's  500  P/E.  Nova's  P/E  has 
since  fallen  rather  steadily.  Now 
it's  1.3  times  the  S&P's  500. 

The  last  time  technology 
stocks  were  so  relatively  cheap 
was  in  early  1977,  according  to  Ever- 
itt, and  prior  to  that,  1965.  "It's  about 
once  a  decade  that  you  get  at  the  1 .2  to 
1.4  level,"  says  Everitt.  "It  seems  to 
cycle  in  seven-  to  ten-year  periods. 


The  other  measure  Everitt  watches 
is  the  average  P/E  of  established  tech- 
nology companies  against  that  of 
emerging  technology  companies. 
These  days  their  P/Es  are  dead  even. 
To  Everitt  that  means  emerging  com- 
panies are  now  cheap. 


Great  expectations 

These  funds  should  do  well  if  technology 
stocks  regain  Wall  Street's  favor. 

Fund 

Return 

6/30/85  to  6/30/86 

Alliance  Technology 

40.6% 

Chemical 

38.6 

Fidelity  Select-Technology 

14.9 

Franklin  Custodian-Dynatech 

15.9 

National  Aviation  &  Technology 

17.7 

National  Telecom  &  Tech 

22.6 

Nova 

20.0 

Putnam  Information  Sciences  Trust 

25.8 

Sci/Tech  Holdings 

41.3 

Technology 

29.6 

United  Science  &  Energy 

35.0 

Vanguard  WL  Morgan  Growth 

32.2 

S&P's  500 

35.8 

Source  CPA  liirestniciil  Tecfoiio/ofiies. 

in  seven 

And  it  almost  always  tracks  pretty 
steadily  back  up  again." 

Too  bad  he  didn't  remind  us  of  this 
at  the  top  of  the  cycle  in  1983,  but  the 
point  is  valid:  People  get  carried  away 
with  enthusiasm,  lose  their  shirts  and 
then  lose  interest.  When  everybody 
has  lost  interest,  it's  time  to  buy. 


There  are  a  couple  dozen  technol- 
ogy funds.  The  best  performer  in  the 
group  seems  to  be  Vanguard  W.L. 
Morgan  Growth  Fund,  with  an  aver- 
age annual  return  over  the  last  three 
market  cycles  of  16.8%,  a  tad  better 
than  the  market.  Nova  hasn't  been 
around  that  long.  In  our  current  sur- 
vey it  rates  a  D  in  up  markets  and  a  C 
in  down  markets.  For  ratings  on  other 
technology  funds,  see  the  Annual  Mu- 
tual Fund  Survey  issue  (Sc'/>l  H). 


In  search  of 
excellence 

Is  there  some  pattern  of  characteris- 
tics associated  with  success  in 
money  management?  If  so,  identify- 
ing these  characteristics  might  yield  a 
magic  formula  for  picking  a  mutual 
fund.  Game  to  give  it  a  try?  Then 
follow  us. 

Using  data  compiled  by  A.S.  Han- 
sen, a  Chicago-based  consulting  firm, 
we  looked  for  miscellaneous  charac- 
teristics that  might  help  identify  win- 
ners. The  Hansen  database  covers  525 
managers  of  pension  accounts  and 
gives  lots  of  details  about  the  firms 
and  their  investment  style.  Hansen 
uses  the  information  to  match  clients 
with  money  managers. 

Enough  already.  So  what  is  the  pro- 
file of  the  perfect  money  manager? 

From  1981  through  1985,  managers 
buying  low-P/E  stocks  outperformed 
managers  buying  high-P/E  stocks. 

Managers  that  sought  high  dividend 
yield  outperformed  their  counterparts 
holding  low-yielding  stocks. 

While  the  size  of  the  companies 
held  didn't  seem  to  matter,  the 
number  of  stocks  held  did.  Manag- 
ers holding  20  or  fewer  stocks  had 
an  average  annual  return  nearly 
3%  better  than  managers  holding 
more  than  20  stocks. 

Managers  that  charged  high 
fees  outperformed  their  cheaper 
competitors. 

High  management  tumover  at 
the  fund  correlated  with  poor  re- 
sults. (But  be  careful  here.  There 
is  no  telling  cause  and  effect.  A 
shakeup  could  mean  that  a  poor 
stock  picker  was  out  and  a  better 
one  taking  over.) 

Managers  v/ho  worked  for  in- 
vestment banking  firms  outper- 
formed managers  employed  by 
banks,  insurance  companies  or 
independent  firms. 

While  the  geographic  location 
of  the  manager  didn't  affect  per- 
formance during  the  1981-85  time  pe- 
riod, in  Hansen's  earlier  studies  mon- 
ey managers  working  in  New  York 
were  more  likely  to  beat  bull  mar- 
ket, while  managers  outside  New 
York  fared  better  in  bear  markets. 
Now,  if  someone  will  just  tell  us 
when  a  bull  market  is  going  to  end 
and  a  bear  market  begin.  .  .  . 

Statistics  are,  well,  just  statistics. 
They  help  you  analyze  the  past  but 
are  only  marginally  useful  in  trying  to 
see  the  future. — L.R.W. 
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Marketing 


Edited  by  Jeffrey  A.  Trachtenberg 


Can  Hermes,  with  its  elegant  image, 
$1,700  handbags  and  $650  silk  sweat- 
shirts, attract  customers  in  the  younger  set? 


Mass  production? 
Tech! 


By  Pbyllis  Bennan 


INTERESTED  IN  A  SILK  SWCatshirt? 
That  will  be  $650,  please.  Skinny 
jeans  of  ostrich  skin?  $5,700.  A  mink 
jogging  suit  will  set  you  back  $12,500. 
Before  sales  taxes,  of  course. 


In  case  you  hadn't  heard,  Paris' 
proud  old  Hermes  has  opened  stores 
in  Dallas'  Highland  Park  and  mid- 
town  Manhattan,  and  in-store  bou- 
tiques have  opened  in  Nan  Duskin  in 
Baltimore  and  Philadelphia,  as  well  as 
Barneys  New  York. 


The  last  eight  years  have  marked 
extraordinary  change  for  Hermes 
which  traces  its  heritage  to  1837.  Not 
long  ago  the  family  sold  most  Hermes 
products  exclusively  through  the  one 
luxurious  and  world-famous  Paris 
store  on  rue  Faubourg  de  Saint-Hono- 
re.  Sales  growth,  though,  had  slowed 
to  as  low  as  5%  in  the  1970s,  far  below 
the  inflation  rate.  Hermes  had  to  be 
one  of  the  world's  least  exploited 
brand  names. 

The  Hermes  line  was  superbly 
made,  but  it  lacked  trendiness.  The 
customers,  mainly  women  over  45, 
bought  cashmere  coats,  navy  blazersi 
and  colorful  silk  scarves  replete  with 
horsey  decoration.  There  were  also 
the  famous  $1,700  Kelly  handbags, 
named  after  the  late  Princess  of  Mo- 
naco, who  often  carried  one.  But  Her- 
mes was  rarely  mentioned  in  the  fash 
ion  press. 

Snobbishness?  Yes,  and  timidity. 
After  five  generations,  the  owning 
family  was  no  longer  producing  capa 
ble  merchants.  Jean-Louis  Dumas,  the 
great-great-grandson  of  the  Hermes 
founder,  inherited  the  role  as  head  oi 
the  business  when  his  father  died  in 
1978.  Family  squabbling  prevented 
radical  change.  So  did  old  attitudes.  In 
his  charmingly  accented  English, 
Jean-Louis  Dumas  says:  "We  are  ; 
Protestant  family.  We  are  very  Protes 


Ji)hn  N  inkA'u 


hitnas,  dxiimian  oj  Hermes,  in  the  family  museum 
■-ierationfamily  busitutas  .  .  .  run  now  voUh  the  help  of  outsiders. 
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tant  in  our  attitude,  I 
mean.  Our  aim  is  to 
make  money  in  order 
to  keep  our  indepen- 
dence and  our  solidari- 
ty. It  is  not  to  make 
quick  money." 

But  today  the  rule  in 
business  is  change  or 
die.  Back  in  1977  there 
was  barely  enough 
work  to  employ  the  ar- 
tisans who  crafted 
leather  goods  in  lofts 
above  the  store.  The 
solution,  consultants 
said  in  1979,  was  to 
hire  outsiders.  Ignoring 
the  advice,  Dumas 
spent  the  next  four 
years  trying  to  broaden 
worldwide  distribu- 
tion,   freshening  the   

Hermes  image  by  advertising  scarves 
on  jeans-clad  models  in  magazines 
like  F.lle.  and  expanding  collections  of 
housewares  and  linens. 

But  in  1983  Dumas  faced  facts:  He 
needed  more  marketing  knowhow  in 
the  U.S.  and  Asia.  He  hired  Chrysler 
Fisher  away  from  Neiman-Marcus  to 
head  U.S.  operations.  Dumas  also  re- 
cruited an  outsider  in  Japan,  and  even 
brought  in  nonfamily  members  to  run 
worldwide  marketing  and  production 
in  France. 

As  a  result,  Hermes  sales 
have  doubled  here,  to  more 
than  $20  million,  or  17%  of 
worldwide  sales.  Much  of 
those  gains  have  come  from 
the  300,000  catalogs  Hermes 
now  sends  its  American  cus- 
tomers. The  catalogs  cost 
$1.10  each  but  generate  one 
order  for  every  65  mailings, 
orders  that  average  a  hand- 
some $375.  Last  year,  for  the 
first  time,  prices  were  in- 
cluded because  Fisher  want- 
ed to  dispel  the  notion  that 
Hermes  products  are  com- 
pletely unaffordable. 

Fisher  has  added  a  new 
store  in  Dallas  plus  three 
wholesale  customers  across 
the  country  to  complement 
the  existing  units  in  Beverly 
Hills,  Palm  Beach  and  New 
York.  All  are  loosely  pat- 
terned on  the  original  Paris 
store.  Before  Fisher  was 
hired,  Hermes  had  already 
leased  space  at  Bonwit  Teller 
in  Chicago  and  I.  Magnin  in 
San  Francisco. 

Fisher's  other  iimovation 
is  the  creation  of  a  sales  team 
that  takes  the  Hermes  line  to 


Civyslci'  IusIkt.  Ix'dd  oj  I'S.  uperatknis 
A  $130  scarf  now,  a  $1,700  handbag  later? 


luxury  specialty  stores  that  carry  lit- 
tle or  none  of  the  collection.  Each  stop 
brings  in  about  $45,000  in  sales,  just 
enough  for  a  small  profit.  Why  contin- 
ue them?  Because  Fisher  says  they 
generate  interest  in  the  hinterlands, 
building  catalog  sales. 

Like  the  U.S.  operation,  the  parent 
company  is  thriving.  Hermes  will  sell 
500,000  silk  scarves  this  year,  double 
the  1978  volume.  In  the  streets  of 
Europe  young  girls  are  tying  these 


So»i<'  I Icrnics imxliicts  (clockwise  from  top  left): 
leather  goucls,  briefcase  and  purse,  scarf,  dinner  Jacket 


$130  scarves  to  their 
purses  and  wearing 
them  as  belts. 

"We've  only  hit  the 
tip  of  the  iceberg,"  says 
Fisher.  He  expects 
worldwide  sales  to 
double  within  five 
years,  to  $230  million. 
Much  of  that  growth  is 
based  on  projected 
gains  in  market  share 
in  the  U.S. 

Image,  though,  may 
be  a  problem.  For  all 
the  talk  about  younger 
customers,  rich  ma- 
trons still  pay  the  rent 
at  Hermes.  But  there 
isn't  enough  of  that 
breed  to  expand  the 
business  profitably. 

  Says  Fisher:  "What  we 

must  fight  against  is  the  notion  that 
we  are  an  elitist  store.  We're  gaining 
new  customers  through  their  pur- 
chase of  the  $130  scarves  and  hoping 
they'll  trade  up.  Some  women  think 
nothing  of  buying  an  Escada  blouse 
for  $400  at  a  department  store,  but 
they  are  too  intimidated  to  walk  into 
our  store.  A  customer  who  buys  a 
$130  scarf  today  will  one  day  pur- 
chase our  $650  sweatshirt  or  $1,700 
handbag." 

Fisher  says  he  wants  to 
avoid  an  elitist  reputation. 
But  he  knows  the  danger  of 
cheapening  his  image,  as 
Pierre  Cardin  has  done.  Con- 
sultants tell  Fisher  there  are 
20  cities  in  the  U.S.,  includ- 
ing Boston;  Troy,  Mich.; 
Chevy  Chase,  Md.;  and 
Houston,  that  could  support 
a  freestanding  Hermes  store, 
with  its  solid  cherry  walls, 
solid  brass  fixtures  and  hand- 
planked  floors.  Still,  Fisher 
says  he  will  limit  the  num- 
ber of  new  stores  to  ten  over 
the  next  five  years.  Too 
much  growth,  as  designers 
like  Pierre  Cardin  have 
learned,  can  mean  a  tarnish- 
ing of  image  and  product. 
Making  haste  slowly  is  Fish- 
er's motto. 

Reflects  Sonja  Caproni, 
vice  president  at  I.  Magnin  in 
San  Francisco:  "What  makes 
Hermes  special  is  that  it  can 
only  be  purchased  in  a  cer- 
tain limited  number  of 
places.  If  you  can  buy  Her- 
mes anywhere,  then  it  just 
won't  be  the  same  thing." 

So  that's  Hermes'  market- 
ing dilemma.  If  it  grows  too 
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fast,  it  risks  losing  the  mystique  that 
for  many  years  has  attracted  a  rich 
and  tasteful  clientele.  If  the  company 
doesn't  grow  fast  enough,  Jean-Louis 


Dumas  will  never  have  the  opportuni- 
ty to  take  Hermes  public  and  get  a  raft 
of  doubting  relatives  off  his  back.  Nor 
will  Fisher  be  able  to  maximize  his 
performance  bonus,  which  is  tied  to 
building  U.S.  revenues  to  around  $60 
million  by  1991. 

The  problem  is  that  even  an  afflu- 
ent society  like  ours  can't  produce 
many  customers  for  $1,700  handbags. 
Perhaps  Hermes  will  have  to  make 


some  moderate-priced  products  to 
grow  faster  here.  That  will  mean  $350 
leather  bags,  or  even  mass-produced 
satchels  retailing  for  a  mere  $150. 
This  would  involve  compromises 
with  Hermes'  tradition  of  selling 
mostly  handmade  products.  But  even 
aristocratic  families  choose,  some- 
times, to  market  their  treasures.  In 
this  case  the  choice  is  clear:  Compro- 
mise or  forget  the  payoff. 


A  fine  brand  name  is  no  guarantee  of 
success:  The  fohn  B.  Stetson  Co.  is  in  Chap- 
ter 11,  and  not  just  because  men  dont 
wear  hats  much  anymore. 

"Bad  judgment 

and  terrible 
management" 


r.         Oardnei,  president  oj  SU^tson 
'■^S      {is^  opecSed  it  would  be  this  Hard..' 


EiizLibclh  2A.'schir 


Fl  RANGES  Gardner  has  lived  the 
last  20  years  in  Miami's  lushly 
tropical  Coconut  Grove,  raising 
three  children.  These  days  she  spends 
long  hours  in  a  cubicle-size  office  in 
the  Empire  State  Building,  struggling 
with  the  Chapter  1 1  reorganization  of 
the  fohn  B.  Stetson  hat  company. 

Gardner,  47,  a  housewife  who 
served  on  Stetson's  board  for  seven 
years,  took  control  of  the  business 
after  her  father,  financier  Ira  Guilden, 
died  in  November  1984.  What  should 
have  been  a  jewel  of  a  business  turned 
into  a  terrific  headache.  "I  never  ex- 
pected it  would  be  this  hard,"  says 
Gardner. 

Stetson  stumbled  when  an  ambi- 
tious manager,  dismissed  in  January 
as  president  and  chief  executive,  at- 
tempted to  transform  a  profitable 
business  of  licensing  the  Stetson 
name  into  a  broad-based  apparel  com- 
pany. In  1984  Stetson  acquired  a  hat- 
maker,  a  millinery  business,  men's 
shirts  and  an  umbrella  line.  A  Stetson 
retail  store  opened  in  Stamford, 
Conn.,  and  the  company  invested  in  a 
collection  of  women's  sweaters.  All 
lost  money.  At  the  same  time.  Stetson 
added  dozens  of  employees,  a  $1  mil- 
lion computer  system  and  overhead 
designed  to  support  a  $38  million 
(sales)  business.  Result:  $21  million 
in  liabilities,  $29  million  in  assets. 

What  happened?  With  hindsight, 
the  departed  executive  is  contrite. 
"Everything  we  did  was  with  an  eye 
toward  tomorrow,"  says  Alan  Fein- 
berg,  former  president  and  chief  exec- 
utive. "We  had  to  buy  the  company 
that  made  our  hats  because  we 
thought  the  quality  was  going  down. 
The  other  businesses  seemed  like  nat- 
ural fits.  Unfortunately,  everything 
we  did  flopped.  I'm  really  a  marketing 
man.  Ira  Guilden,  if  he  had  lived, 
would  have  restrained  me." 

What  happened?  "We  didn't  have 
the  right  financial  controls  in  place," 
says  Frances  Gardner,  who  became 
chief  executive  this  January.  "We  got 
into  these  accessory  businesses  with- 
out knowing  anything  about  the  mar- 
kets." Before  Feinberg  got  carried 
away.  Stetson  had  $7  million  in  cash 
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and  receivables,  no  debt  and  licensing 
and  interest  revenues  of  about  $2  mil- 
lion. In  1985  Stetson  lost  about  $5 
million  pretax. 

Stetson  has  a  board  that  includes 
several  Guilden  family  members.  But 
Feinberg,  a  persuasive,  positive  think- 
er, was  able  to  convince  them  that  the 
potential  gains  of  expanding  into  new 
product  areas  justified  the  risks.  More 
compelling,  everybody  knew  that  the 
hat  industry  had  been  in  decline  for 
the  last  50  years. 

Indeed,  only  a  handful  of  major  hat- 
makers  remain — Bollman  Hats,  Re- 
sistol,  and  International  Hat  Co.,  a 
division  of  Interco.  Stetson  and  Resis- 
tol  market  via  direct  sales  to  indepen- 
dent retailers,  department  stores  and 
chains,  while  Bollman  Hats  and  Inter- 
national Hat  sell  to  mass  merchandis- 
ers and  various  distributors.  Fein- 
berg's  argument  that  Stetson  had  to 
expand  or  die  had  merit. 

As  men's  hats  went  out  of  style  in 
the  early  Sixties — many  trace  the  de- 
cline to  the  handsome  John  F.  Kenne- 
dy's habit  of  being  photographed  hat- 
less — dozens  of  manufacturers  shut 
down.  By  1971  business  was  so  bad 
that  Ira  Guilden,  who  had  begun  accu- 
mulating large  blocks  of  stock  in  the 
mid-1960s,  closed  the  Stetson  factory 
in  Philadelphia.  He  then  licensed  the 
Stetson  name  to  the  Stevens  Hat 
Manufacturing  Co.  in  St.  Joseph,  Mo., 
leaving  quite  a  profitable  licensing 
company. 

Not  satisfied  with  this,  in  1980 
Guilden  hired  Feinberg,  a  former  CBS 
Records  International  executive. 
Feinberg  quickly  licensed  the  Stetson 
name  to  the  Cody  cosmetics  division 
of  Pfizer,  Inc.,  which  proceeded  to 
launch  one  of  the  most  successful 
men's  fragrances  in  many  years.  Ira 
Guilden  hked  that.  In  1982  he  bought 
out  most  of  the  remaining  minority 
shareholders  and  followed  the  Cody 
deal  with  a  successful  licensing  agree- 
ment with  Zylowarc  Corp.,  a  New 
York  eyegia.smaker.  Feinberg,  with 
Guiiden's  backing,  was  on  a  roll. 

So  how  did  the  company  end  up 
with  $21  million  in  debts? 

Hubris.  Instead  of  solely  licensing 
the  Stetson  name  to  other  manufac- 
turers in  return  for  a  percentage  of 
sales,  Guilden  and  Feinberg  'nought 
the  Stevens  Hat  Manufacturing  Co.  in 
January  1984,  thus  reversing  the 
smart  decision  that  Guilden  had 


made  13  years  earlier  to  get  out  of 
manufacturing. 

"I  didn't  have  the  operating  experi- 
ence necessary  to  run  a  hat  com- 
pany," Feinberg  says.  "And  we  didn't 
have  enough  management  depth.  Ste- 
vens was  a  family  business,  and  it 
needed  a  lot  of  help.  On  one  level  the 
deal  made  sense,  because  we  had  to 
preserve  Stetson's  reputation  as  a 
source  of  quality  hats.  But  we  should 
never  have  become  manufacturers." 

Overhead  grew  to  over  $11  million 
a  year.  Stetson  salesmen  were  unable 
to  sell  the  sweaters  and  the  like,  and 
complaints  were  heard  that  hat  ship- 
ments were  being  delayed  or  missed. 
The  Stevens  Hat  Manufacturing  Co. 
had  once  contributed  $700,000  in  li- 
censing revenues;  now  it  was  eating 
cash  and  absorbing  most  of  Feinberg's 
working  hours.  Says  Feinberg,  "If  I'd 
had  more  time,  1  think  we  could  have 


worked  everything  out." 

But  Frances  Gardner  didn't  give 
him  more  time.  On  the  same  January 
day  she  was  elected  president  and 
chief  executive,  the  board  fired  Fein- 
berg. Already  the  accessory  business- 
es— with  the  exception  of  the  men's 
hats — have  been  shut  down,  and  the 
Stetson  store  in  Stamford  closed. 

Gardner  plans  to  reduce  production 
of  ordinary  hats  and  concentrate  on 
Stetson's  Western  hatwear,  catering 
to  a  clientele  of  Oklahoma  wildcat- 
ters and  Texas  ranchers. 

Stetson's  greatest  asset  remains  in- 
tact: the  famed  old  name,  steeped  in 
U.S.  history.  But  exploiting  these  old 
names — as  Hermes  (p.  182)  is  learn- 
ing— takes  a  deft  touch.  Oh,  well.  If 
all  else  fails,  Irving  Joel,  president  of 
Vatex  Headwear,  which  owns  Resis- 
tol,  is  said  to  have  made  a  bid  for 
Stetson.— J.A.T. 
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These  days  J. P.  Morgan  would  have  a  hard 
time  getting  a  job  on  Wall  Street.  That 
paunch  would  turn  the  recruiters  off  him. 

Does  physically  fit 
mean  fiscally  fit? 


By  Richard  Greene 


Health 


l-d  KtMling 


On  the  grounds 
of  William  Far- 
ley's summer 
home  in  Kennebunk,  Me.,  the  theme 
from  the  movie  Rocky  [V  blares  from  a 
tape  deck.  The  man  who  bought  $1.4- 
billion-a-year  Northwest  Industries, 
to  transform  it  into  Farley  Industries, 
is  warming  up.  He  kicks  his  knees 
heavenward  and  then  runs  in  place  to 
get  limber.  Next  comes  weightlifting, 
followed  by  dozens  of  sit-ups,  then 
goose-stepping  across  the  lawn  carry- 
ing two  25-pound  weights. 
Bill  Farley  has  plenty  of  company. 

•  William  Schreyer,  chairman  of 
Merrill  Lynch,  uses  a  treadmill  for  an 
hour  each  day  in  his  office. 

•  Dow  Chemical's  President  Paul 
Oreffice  works  out  every  morning  and 
evening  and  plays  tennis  for  two 
hours  three  or  four  times  weekly. 

•  Theodore  Brophy,  the  63-year-old 
chairman  of  GTE,  works  out  on  the 
company's  rowing  machines,  station- 
ary bicycles.  Nautilus  equipment  and 
treadmills.  Fie  skis  whenever  he  finds 
himself  on  (or  near)  a  slope. 

•  Dr.  Thomas  Frist  Jr.,  president  of 
Hospital  Corp.  of  America,  uses  time 
between  business  flights  to  don  shorts 
and  sneakers  and  jog  around  whatever 
airport  or  city  he  finds  himself  in. 
During  one  memorable  business  trip 
last  month,  the  jetabout  chief  execu- 
tive managed  to  jog  in  Paris,  London 
and  Geneva,  all  in  the  same  24-hour 
period. 

But  does  a  grunting,  straining  chief 
executive  really  guarantee  a  healthy. 


growing  company?  Are  physical  fit- 
ness and  financial  performance  close- 
ly related?  Do  slack  muscles  indicate 
a  slack  mind?  Forget  it.  Not  only  is 
there  no  meaningful  statistical  corre- 
lation between  exercise  and  manage- 
ment operating  results,  but  evidence 
is  beginning  to  mount  that  overzeal- 
ous  exercisers  may  actually  do  long- 
term  damage  to  themselves  in  the 
process. 

"Slim,  trim  energetic  executives? 
Bull,"  says  sedentary  Tom  Peters,  au- 
thor of  hi  Search  of  Excellence.  "I've 
known  as  many  overweight  executives 
who  bordered  on  being  slobs  and  were 
as  effective  as  the  slim  ones.  It's  just 
another  case  of  American  businessmen 
focusing  on  the  wrong  thing." 

Peters  has  a  point.  Though  there's 
no  denying  that  a  fit  body  can  sharpen 
senses,  heighten  stamina,  build  up 
one's  cardiovascular  system  and  even 
prolong  life,  Americans  would  still  do 
well  to  remember  the  words  of  the 
once-famous  Chauncey  Depew,  chair- 
man of  the  New  York  Central  Rail- 
road around  the  turn  of  the  century:  "I 
get  my  exercise  acting  as  pallbearer  to 
my  friends  who  exercise."  Depew 
lived  to  be  94. 

As  for  today?  Consider  Walter 
Weisman,  president  of  AMI,  who  runs 
and  does  calisthenics  daily.  Good  for 
business?  Hard  to  say,  since  Weisman 
declined  to  talk  to  Forbes  about  his 
exercising  regimen.  Why?  Perhaps  be- 
cause his  company  has  regularly 
turned  in  the  worst  operating  results 
of  the  four  biggest  hospital  chains  and 
is  currently  being  reorganized. 

Preston  Tisch,  former  Loews  Corp. 
president  and  chief  operating  officer. 
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Ohio  University  asked  Honeywell 
to  help  design  a  communications  system 
to  will  handle  vdce,  data  and  video. 

They  got  one  to 
transmits  everything  fom... 


high-tech  to  "Hi,  Momr 


Ohio  University  is  a  leader  in  high 
technology.  So  it  was  no  surprise  that  they 
knew  exactly  what  they  wanted  in  an 
integrated  communications  system.  It  would 
be  based  on  fiber  optics  and  meet  their  needs 
well  into  the  next  century 

Working  together,  we  developed  a  system 
to  serve  the  University's  telephones  and 
computer  work  stations  in  110  buildings  on 
the  Athens,  Ohio,  campus.  It  can  handle 
educational  television,  an  energy  control 
system,  plus  a  security  and  fire  detection 
system.  It  also  has  the  growth  potential  to 


link  five  regional  campuses  by  microwave. 
Above  all,  it  will  give  students  and  faculty 
unrivaled  phone  service,  both  local  and 
long  distance. 

But  Ohio  University  wanted  more  than 
just  hardware  and  software.  They  wanted 
team  players  who  knew  how  to  make  computer, 
communications  and  control  systems  work 
together,  and  who  understood  the  need 
for  continuing  and  conscientious  service. 
Honeywell  was  the  answer,  because  working 
together  works.  For  more  information,  call 
800-328-5111,  ext.  1570. 


Together,  we  can  find  the  answers. 

Honeywell 


William  I'arlev  of  I'cirky  huinstries  lifting  weights  o)i  the  laioi  of  his  summer  home  in  Kerinehioik,  Me. 
During  spring  training,  he  even  works  out  with  the  Chicago  White  Sox. 
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who  is  now  Postmaster  General,  has 
this  to  say:  "A  goodly  number  of  our 
general  managers  at  Loews  do  indeed 
exercise.  Now,  they  may  think 
they're  better  executives  than  those 
who  don't  exercise,  but  I  don't  neces- 
sarily agree  with  them." 

Yet  an  obvious  pro-exercise  bias 
permeates  many  of  America's  biggest 
and  best-known  companies.  Tummy- 
tapping  chief  executives  like  Arthur 
Levitt  at  the  American  Stock  Ex- 
change, Edgar  Cullman  of  Culbro 
Corp.  and  Ben  Fauber  of  K  mart  are 
not  above  the  occasional  well-aimed 
barb  to  encourage  reluctant  employ- 
ees to  jump  aboard  the  sweat-and- 
strain  bandwagon. 

The  word  on  Wall  Street  is  that  if 
you're  overweight,  you'd  better  give 
up  the  idea  of  getting  a  job  in  invest- 
ment banking  or  sales.  "[Plump  peo- 
ple) vvill  find  the  going  much  easier  if 
they  stay  in  the  research  or  technical 
side,"  says  one  rotund  man  who  runs 
s  IS-person  department  in  a  large  in- 
veotment  firm. 

When  the  pressure  results  in  em- 
pl')v-,^  :<^'  being  bullied  into  exercising, 
r,I;c  Yiiints  can  be  alarming.  Dr.  Paul 


Rosch,  clinical  professor  of  medicine 
and  psychiatry  at  New  York  Medical 
College,  studied  the  employees  at  one 
top  Forbes  500  company,  with  dis- 
turbing results.  "We  put  monitors  on 
the  employees,"  says  Rosch,  "and  dis- 
covered that  some  people  were  devel- 
oping very  worrisome  cardiac 
rhythms.  Exercising  was  probably 
causing  them  harm." 

Rosch's  research  highlights  a  dark, 
and  potentially  lethal,  side  to  the  ex- 
ercise craze.  A  growing  body  of  re- 
search indicates  that  many  exercisers, 
bent  on  doing  themselves  good,  are 
creating  skeletal  and  muscular  inju- 
ries that  will  haunt  them  throughout 
their  lives.  "The  macho  individual 
who  is  competitive  and  constantly 
has  to  improve  performance  may  find 
running  and  other  forms  of  exercise 
deadly,"  says  Rosch. 

Random  accidents  are,  of  course, 
inevitable  in  any  physical  activity. 
But  superjocks  must  also  beware  of 
damage  done  systematically  over  the 
years  by  presumably  "safe"  exercise. 
Take  running.  According  to  a  study 
done  at  Oral  Roberts  University,  83% 
of  long-distance  runners  reported  one 
or  more  painful  injuries  over  their 
running  career,  including  problems 
with  the  knee,  Achilles  tendon,  calf, 
hamstring,  ankle  and  forefoot.  About 
one  out  of  five  joggers  is  off  his  feet  for 
at  least  one  week  a  year  because  of 


injuries. 

Scientists  are  concerned  that  the 
problems  created  by  running  and  jog- 
ging can  become  irreversible.  "If  you 
care  about  your  body  and  you  are  not  a 
professional  athlete,  do  not  run,"  ad- 
vises George  Maron,  a  former  Olym- 
pic sprinter  and  Ph.D.  candidate  in 
exercise  physiology  from  New  York 
University.  "Basically,  if  you  run 
more  than  three  miles  daily,  the 
pounding  will  destroy  your  lower 
back,  your  knees  and  your  neck." 

Sanford  McDonnell,  chairman  of 
McDonnell  Douglas,  started  jogging 
about  four  miles  every  other  day  in 
1968  when  he  read  an  article  by  Dr. 
Kenneth  Cooper,  the  founder  of  the 
aerobics  movement.  By  1982  his  knee 
was  hurting  so  badly  he  had  to  aban- 
don the  sport  altogether.  He  went  to  a 
doctor.  What  did  the  physician  say? 
He  advised  the  high-strung,  teetotal- 
ing  executive  to  take  an  occasional 
drink  and  to  gain  some  weight.  Today 
McDonnell's  exercise  program  is 
sharply  reduced.  He  runs  and  walks 
for  20  minutes  every  other  day.  But  he 
feels  better  than  ever. 

Potentially  most  dangerous  of  all  is 
the  weekend  warrior  syndrome — 
those  overachiever  executives  who 
can't  find  time  to  exercise  during  the 
week,  then  thrash  about  on  tennis  and 
squash  courts  or  jogging  tracks  Satur- 
day and  Sunday  mornings.  "One  good 
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Kodak  introduces 
'a  feature  never  before 
available  on  a  high-speed 


walk-up  copier 


The  new  Kodak  Ektaprint  235  copier-duplicator.  It  turns 
out  copies  at  the  rate  of  85  a  minute,  5100  an  hour.  And  it 
saves  you  more  time  by  doing  complicated  jobs  like  chapter- 
ization,  slip-sheeting,  cover  insertion  and  even  two-sided 
copies  from  one-  and  two-sided  originals,  automatically 
But  that's  only  part  of  the  story 

You'll  also  find  the  235  easy  to  use.  The  new,  user- 
friendly  control  panel  can  reduce  setup  time  dramatically. 
It's  all  part  of  the  Kodak  advantage:  leading  technology, 
proven  reliability  and  the  best  service  in  the  business. 
Reaffirmed  by  independent  surveys,  year  after  year.  For 
details,  send  the  coupon,  or  call  1 800  44KODAK 
(1800  445-6325),  Ext  611. 

Leading  technology: 
the  Kodak  advantage 
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Eastman  Kodak  Company,  CP6290 
Rochester,  NY  14650 

□  Please  send  me  details  on  the  latest  Kodak  copier-duplicators. 

□  Please  have  a  representative  call  for  an  appointment. 

Our  approximate  monthly  copy  volume:  
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thing  about  the  weekend  heavy  ex- 
erciser," says  Dr.  Robert  Allen,  who 
designed  Johnson  &  Johnson's  corpo- 
rate exercise  program,  "is  that  at  least 
he  knows  what  day  he's  going  to  die 
on."  Why?  Because  the  weekend  war- 
rior puts  sudden  and  irregular  stress 
on  his  body.  That  sudden  extra  de- 
mand on  the  heart  can  be  too 
much.  Need  proof?  Medical 
statistics  compiled  by  Dr. 
Paul  Thompson,  associate 
professor  at  Brown  Universi- 
ty, reveal  that  death  rates  for 
U.S.  adults  leap  seven  times 
over  normal  during  periods 
of  exercise.  T 

More  recently,  even  Ken 
neth  Cooper  has  begun  hav 
ing  second  thoughts  about 
vigorous  exercise.  "In  1968  I 
recommended   that  people 
run  as  much  as  they  wanted 
to,"  he  says.  "But  by  1982  I 
had  discovered  that  you  gain 
vruiU  of  the  cardiovascular 
beref;ts  in  the  fnst  15  miles 
^  week   Above  that  point.    The  Anw 
there  v/as  also  a  marked  in-  TaMng 
cre.nse  irk  injuries.  So  if  you   


run  for  more  than  15  miles  a  week, 
you're  running  for  reasons  other  than 
cardiovascular  gains." 

But  what  about  the  idea  that  almost 
any  exercise  benefits  people  as  a  stress 
reducer?  "Certainly  exercise  can  help 
reduce  stress,"  says  Dr.  Dean  Ornish, 
executive  director  of  the  Preventive 
Medicine  Research  Institute  at  the 
University  of  California.  "But  it's 
vastly  overrated.  You'd  get  the  same 
benefits  if  you  meditated  20  minutes 
a  day.  Unfortunately,  meditation 
doesn't  have  the  same  macho  quality 


'.V  Chainiian  Arthur  Leritt  and  his  ti  ciiner 
stoch  in  the  progress  he's  made. 


as  playing  tennis." 

Yet  it's  hard  to  ignore  all  the  reports 
of  a  happier,  healthier  life  because  of 
exercise.  It's  harder  still  when  reports 
about  the  joys  and  benefits  of  exercise 
start  turning  up  in  your  in-basket 
bearing  a  little  note  from  the  boss 
reading,  "Interesting!" 

So  what's  the  answer?  Moderation. 
A  half-hour  workout  three  or  four 
times  a  week  will  do  your  heart 
much  good — without  the  risks  of 
overdoing  it,  according  to  a  growing 
number  of  fitness  experts.  In  fact, 
walking  home  from  the  sub- 
way station  or  walking  from 
the  far  end  of  the  parking  lot 
may  be  all  that  your  heart 
really  needs. 

And  how  does  the  moder- 
ate exerciser  defend  himself 
or  herself  against  the  exercise 
fanatics?  Try  emulating  Co- 
lombe  M.  Nicholas,  president 
of  Christian  Dior-New  York. 
Says  she,  "The  person  I'm 
talking  to  at  an  early  morning 
business  meeting  will  invari- 
ably  say  something  like,  'I  ran 
^  five  miles  this  morning,' and 
I'll  answer  that  I  just  got  up 
ten  minutes  ago.  When  they 
start  to  lecture  me  about  the 
joys  of  exertion,  I  just  laugh, 
and  they  get  so  upset  they 
walk  away."  ■ 
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the  most  efficient  business  Jet  in  the  wor. 


More  Room,  More  Options, 
^Larger  Cabin  or  Longer  Range? 


Prime  Mission 

Range  (sm) 
(6  Passengers) 

Maximum  Seating 
Capacity 

Custom  Completion 

Custom  Completion 
Options 

Maximum  Range 

3350 
(coast-to-coast: 
100  kt  headwinds) 

up  to  8 

Entry  way  holds  maximum 
baggage— all  accessible 
in-flight. 

Two  New  Auxiliary 
Power  Units 

Maximum  Cabin 

2930 
(coast-to-coast: 
average  winds) 

up  to  10 

Expands  useful  cabin  to 
allow  "club  fours."  Includes 
pannier  with  28  cu  ft  of 
exterior  baggage  storage. 

Three  EFIS  Systems 

Maximum  Baggage 
or  Range 

3350/2930 
(coast-to-coast: 
(100  kt  headwinds/ 
average  winds) 

up  to  8 

Standard  front,  rear, 
luggage  storage/pannier 
baggage. 

Four  Baggage 
Arrangements 

One  Extraordinary  Aircraft;  Three  Typical  Configurations 

Start  with  the  world's  most 
efficient  combination  of  business 
jet  airframe,  engine  and  cabin: 
the  BAe  800.  Select  the  range, 
the  cabin  configuration  that 
best  suits  your  company's  travel 
needs.  Now  choose  from  six 
independent  completion  centers. 

Each  of  these  completion 
centers  brings  its  own  pro- 
prietary designs  to  your  cabin 


and  avionic  requirements. 

Select  the  larger  cabin  with 
pannier  baggage  compartment, 
or  opt  for  long-range  fuel. 
Choose  one  of  three  approved 
EFIS  instrument  displays. 
Specify  all-digital  avionics. 
Order  thrust  reversers.  The 
choice  is  yours. 

But  let  us  help.  For  full 
details,  call  your  nearest  BAe 


regional  office.  Or  write  Kenneth 
0.  Spinney,  Vice  President 
Marketing-Corporate,  British 
Aerospace,  Inc.,  RO.  Box  17414, 
Washington  Dulles  International 
Airport,  Washington,  DC  20041. 

The  Most  Efficient  Business  Jet  in  tlie  World 
up  where  we  belong 

Bf^iTiSH  ^H/^OSPACn  " 


British  Aerospace,  Inc.  Offices  in  North  America:  Washington,  DC  •  703/478-9420  •  Wilmington,  DE  302/322  8000  •  New  York  516/981-8000 
Chicago  312/299-7000  •  Houston  713/644-8000  •  Los  Angeles  714/756-0146  •  Toronto  416/673-0800 
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Edited  by  William  G.  Flanagan 


You  may  be  in  better  shape  than  the  doctor 
who  examines  you,  but  a  regular  physical 
examination  is  still  a  must.  Also,  the  best 
places  to  go  for  expert  help. 


Body  talk 


By  Artliur  Jones 


EXECUTIVES  ARE  GETTING  health- 
ier all  the  time  because  of 
heightened  awareness  of  nutri- 
tion and  fitness  as  well  as  concern 
about  bad  health  habits. 

But  what  are  the  particular  ills  that 
executive  flesh  still  falls  heir  to? 
What  happens  at  various  stages  of 
one's  career?  And,  if  you  or  someone 


in  your  family  does  need  expert  medi- 
cal help,  where  are  the  best  places  to 
look  these  days? 

To  answer  the  first  question  Forbes 
went  to  Dr.  William  S.  Wanago  of 
New  York  City-based  Executive 
Health  Examiners,  which  performs 
67,000  to  70,000  corporate  diagnostic 
examinations  a  year. 

And  for  counsel  on  where  to  turn  if 
problems  do  arise,  Forbes  turned  to 


j    Dr.  Wllk. '  ;     of  Executii  e  Health  Examiners 

I    I'xccutiwcs  a.z  in  better  shape  than  ten  years  ago. 


Dr.  Herbert  J.  Dietrich,  an  ear,  nose 
and  throat  specialist  based  on  St.  Si- 
mon's Island,  Ga.,  and  Virginia  H.  Bid- 
die,  a  Palm  Beach,  Fla.  journalist. 
They  are  coauthors  of  The  Best  in  Medi- 
cine ($12.95,  Harmony  Books),  pub- 
lished in  June.  The  book,  long  over- 
due, is  a  directory  of  the  best  clinics 
and  medical  centers  in  the  country, 
based  on  the  judgments  of  medical 
specialists.  It  promises  "where  to  get 
the  finest  health  care  for  you  and  your 
family;  the  best  medical  centers  for 
everything  from  pediatric  to  geriatric 
care." 

Executives  and  senior  government 
officials  are  stock-in-trade  for  Execu- 
tive Health  Examiners,  which,  in  ad- 
dition to  staffing  its  own  five  East 
Coast  clinics,  operates  turnkey  health 
units  for  major  corporations.  About 
25%  of  the  examinees  are  female. 

The  good  news  is  that  85%  of  to- 
day's executives  are  in  "reasonably 
good  health,"  says  Dr.  Wanago.  "On 
the  whole  our  population  seems  to  be 
in  better  health  than,  say,  ten  or  so 
years  ago.  Individuals  are  taking 
greater  responsibility  for  their  own 
good  health." 

Only  15%  of  examinees  up  to  and 
beyond  age  60  have  "significant  find- 
ings" that  warrant  immediate  treat- 
ment and  intervention,  meticulous 
follow-up  or  referral  to  the  kind  of 
specialized  medical  centers  that  Die- 
trich and  Biddle  have  surveyed. 

What  does  the  medical  examiner 
look  for,  by  age  group,  and  what  do 
patients  in  each  age  group  talk  to  the 
doctor  about? 

"One  of  the  real  values  of  the  peri- 
odic examination  is  an  airing  of  topics 
the  executive  does  not  normally  have 
the  opportunity  to  discuss  with  any- 
one else,"  says  Dr.  Wanago.  "For  ex- 
ample, job  stress,  family  stress,  'how 
much  alcohol  should  I  be  drinking?' 
Or  sexual  problems." 

The  20-to-30  group  "People  we  see 
are  remarkably  healthy.  Obviously, 
most  of  our  examinees  are  probably 
relatively  affluent  and  in  a  higher  so- 
cioeconomic bracket.  They're  well- 
read  and  have  a  heightened  awareness 
of  preventive  measures,  in  contrast  to 
people  in  lower  socioeconomic 
groups,"  says  Dr.  Wanago. 

Relatively  free  of  medical  prob- 
lems, this  age  group  is  particularly 
worried  about  sexually  transmitted 
diseases.  They  are  also  concerned 
about  nutrition.  Typical  questions 
from  "sproutsies":  "How  do  I  eat 
properly?  What's  the  proper  ratio  of 
fats  and  carbohydrates  in  my  diet?  Are 
vitamins  worthwhile?" 

Dr.  Wanago's  response:  "A  one-a- 
day    multiple-vitamin  supplement 


may  be  of  some  value  to  people  who 
have  sporadic  eating  habits  and  do  not 
get  regular,  well-balanced  meals." 

ne  30-to-40  group.  Examiners  are 
on  the  lookout  for  signs  of  high  blood 
pressure  or  early  signs  of  coronary  ar- 
teriosclerosis in  those  with  a  family 
history  of  heart  disease.  They're  also 
looking  for  high  cholesterol  values  or 
certain  ratios  that  could  signal  prema- 
ture coronary  disease.  "It's  very  im- 
portant to  teach  people  how  to  make 
changes  now  that  will  prevent  any 
great  complications  later,"  says  Dr. 
Wanago. 

This  group's  mam  concerns:  the 
possible  development  of  real  illness  or 
health  problems,  and  family  stress. 
These  rising  executives  are  concerned 
with  their  own  mortality  because 
they  now  have  spouses  and  children. 
"They  also  realize  they're  approach- 
ing that  magic  number  40,  which  in 
the  minds  of  many  Americans  repre- 
sents the  onset  of  middle  age." 

Does  it?  Replies  41 -year-old  Wan- 
ago:  "With  me,  middle  age  takes  on  a 
different  definition  every  five  years." 

This  is  also  the  age  group  where 
executive  stress  can  start  to  become  a 
problem. 

ne  40-to-50  group.  The  most  com- 
mon problems  are  coronary  disease, 
polyps,  early  colon  cancer  growths, 
diabetes  in  those  prone  to  it.  In  this 
age  range  there  are  mammograms  for 
the  female  executives  every  two  to 
three  years. 

By  this  time,  too,  stress  is  also  com- 
mon. "The  ones  who  have  really 
made  it  big  are  wondering  whether 
they  should  seek  further  accomplish- 
ments— or  perhaps  shift  careers,"  says 
Wanago.  "Those  who  have  not  made 
it  as  big  as  they  thought  they  would 
have  are  beginning  to  have  doubts 
about  their  capabilities.  Either  way, 
it's  stress,"  says  the  doctor.  And  at 
this  juncture,  executives  frequently 
have  questions  about  declining  sexual 
performance. 

"Executives  busy  with  a  12-  to  14- 
hour  day  of  intense  transactions,  of 
travel  and  so  forth,  don't  have  much 
time  at  home.  Their  sexual  interest 
may  be  displaced  by  other  interests. 
Oftentimes,  this  leads  to  tension  and 
fatigue,  so  people  perform  less  well 
sexually.  And  once  you  have  per- 
formed inadequately,  then  the  idea 
continues  to  haunt  you.  The  next 
time  may  be  a  repeat,  and  it  can  create 
a  cycle  of  thinking  whereby  one  can 
create  one's  own  failures,  failures  not 
physiologically  based." 

Tfje  50-to-60  group.  Examiners  seek 
evidence  of  heart  disease,  malignan- 
cies— "after  50  especially  in  the  co- 
lon"— and  coronary  and  artery  dis- 


Herhert  J.  Dietrich,  AI  D.  and  author 

Where  the  doctors  themselves  would  go  for  treatment. 


eases,  or  lung  cancer  evidence  in 
smokers.  "National  statistics  show 
it's  almost  as  high  for  women  as  men 
now,"  Dr.  Wanago  says.  Also,  during 
these  years,  you  will  find  the  signs  of 
the  onset  of  arthritis.  Osteoarthritic? 
Keep  moving,  advises  Wanago.  Rheu- 
matoid-arthritic? Seek  specialized 
treatment. 

While  this  group  still  has  job  stress, 
those  closer  to  60  often  look  forward 
to  retirement.  The  patients  talk  to 
their  doctors  about  alcohol  (two 
drinks  a  day  are  usually  still  okay,  if 
no  medical  conditions  preclude  alco- 
hol), family  stress  (often  because  the 
children  are  gone,  and  the  wife  now 
has  time  on  her  hands),  marital  diffi- 
culties and  sexual  performance. 

What  if  the  health  examination — 
which  many  corporate  diagnostic  cen- 
ters bill  at  anywhere  from  $200  to 
$500 — uncovers  something  serious? 
Where  can  you  go  for  help? 

The  Dietrich-Biddle  book  is  based 
on  a  poll  of  physicians  themselves. 
The  pair  sent  questionnaires  "to  a  doz- 
en or  so  doctors  in  each  of  27  special- 
ties," says  Dietrich.  "We  asked  them 
to  submit  10  places — outside  their 
own  community  and  regardless  of  ge- 
ography— they  would  go  to  or  send 
their  families,"  said  Dietrich.  From 
the  most  frequently  mentioned  cen- 
ters, Dietrich  and  Riddle  compiled  na- 
tionwide lists.  Each  of  the  27  special- 
ties is  followed  by  a  list  of  recommend- 
ed centers,  from  allergy/immunology 
(Scripps  Clinic  and  Research  Founda- 


tion, La  Jolla,  Calif,  and  the  Medical 
College  of  Wisconsin  are  but  2  of  the 
22  mentioned)  to  drug  and  alcohol 
rehabilitation  centers  (examples: 
Brookwood  Lodges,  Birmingham,  Ala. 
and  Puget  Sound  Hospital,  Tacoma, 
Wash.);  from  nephrology  (examples: 
Georgetown  University  Hospital, 
Washington,  D.C.  and  Vanderbilt  Uni- 
versity Medical  Center,  Nashville, 
Tenn.)  to  orthopedic  surgery  (centers 
such  as  the  Alfred  I.  Du  Pont  Institute, 
Wilmington,  Del.  and  Nemours  Chil- 
dren's Hospital,  Jacksonville,  Fla.). 

From  pediatrics  (St.  Louis  Chil- 
dren's Hospital  is  one  of  35  men- 
tioned) to  geriatrics  (there's  a  chapter 
on  "facing  the  problems  of  old  age"), 
Dietrich  and  Biddle  catalog  a  list  of 
the  worst  things  that  can  ail  us  and 
where  to  have  them  diagnosed  and 
treated. 

Dietrich  and  Biddle  name  their  25 
best  hospitals  in  the  U.S.  (Massachu- 
setts General  in  Boston  and  Baylor 
College  of  Medicine  and  Hospitals, 
Houston,  are  but  2)  and  4  "super  clin- 
ics": the  Cleveland  Clinic,  Cleveland 
the  Mayo  Clinic,  Rochester,  Minn, 
the  Lahey  Clinic,  Burlington,  Mass. 
and  the  Ochsner  Foundation,  New 
Orleans. 

Dietrich  says  the  book  came  about 
because  the  authors  saw  "a  lot  of  con- 
fusion in  the  public's  mind — so  many 
centers  competing  for  patronage.  We 
wanted  people  to  be  aware  of  where 
the  doctors  go." 
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Looking  for  the  right  moneys  manager? 
Nowadays,  Wall  Street  firms  and  some  oth- 
er consultants  are  more  than  willing  to 
play  matchmaker  for  yon. 

Have  I  got  a 
money  manager 
for  you 


By  Barbara  Kallen 


ROY  AND  Fred  Bachmeyer  of  Lex- 
ington, Ky.  and  their  mother, 
Mary  Ann,  found  themselves  with  a 
windfall  last  year  when  the  Bank  of 
Commerce  &.  Trust  Co.,  of  Lexmgton, 
founded  by  their  grandfather,  was 
sold.  "We  had  no  idea  what 
to  do  with  the  money,"  says 
Roy  Bachmeyer,  an  expert 
kayakcr.  "For  years  all  we 
did  was  sit  back  and  collect 
dividend  checks." 

Though  he  conquers  rivers 
with  ease,  Bachmeyer  is 
quick  to  admit  that  money 
management  is  beyond  him. 
So,  on  the  recommendation 
of  a  friend,  Bachmeyer  went 
to  Bruce  Hauptman,  whose 
Fairfield,  Iowa-based  firm 
tracks  the  performance  of 
500  independent  money 
managers.  With  Hauptman's 
help,  Bachmeyer  narrowed 
the  field  to  two  managers.  "I'm  pessi- 
mistic about  the  market,  so  Bruce 
suggested  guys  who  sell  short,"  says 
Bachmeyer.  After  meeting  the  two, 
Bachmeyer  signed  on  with  Peter  leffer 
of  feffer  Management.  He  is  so  happy 
with  the  20%  return  Jeffer  has 
achieved  over  the  past  year  that  he 
entrusted  another  bundle  to  a  second 
money  manager  from  Hauptman's 
list,  David  Rocker.  That  investment 
has  grown  3 1  %  since  January. 

Lots  of  people  with  money  lack  the 
time  or  talent  to  play  the  market  to 
advantage,  of  course,  which  is  why 
there  arc  some  4,500  registered  ac- 
count managers  nationwide.  But  how 
do  you  choose  among  them?  It  isn't 
eafey.  Hence  the  emergence  of  the 
oiatchmakers,  some  of  whom  are  af- 
;i]  :;x-;:H  vviiih  or  work  for  brokers.  Says 
-'v.Tij  y  -i-vieca,  an  E.l  Hutton  consul- 


tant who  tracks  the  performance  of 
more  than  300  money  managers:  "We 
listen  to  a  client's  financial  situation 
and  recommend  money  managers 
based  on  our  computer  data  and  on 
what  we  know  about  managers  from 
experience.  Otherwise,  all  one  has  to 
go  on  is  hearsay." 


Another  reason  to  see  a  consultant: 
If  you  have  a  relatively  small  sum  to 
invest,  say  $100,000  or  less,  most 
money  managers  won't  touch  you 
with  a  barge  pole  if  you  walk  in  cold. 
But  through  a  consultant  who  brings  a 
large  volume  of  business  to  these 
managers,  you  might  get  a  different 
reaction. 

Matchmakers  size  up  clients  ac- 
cording to  investment  objectives  and 
risk  tolerance  and  make  suitable  sug- 
gestions from  their  monitored  list  of 
managers.  Dr.  Monty  Rizzo  of  New 
Iberia,  La.,  for  example,  went  to 
PaineWebber  for  a  money  manager 
when  his  pension  fund  snowballed 
into  what  Dr.  Rizzo  calls  "a  nice  little 
sum."  After  interviewing  him  and 
having  him  fill  out  some  question- 
naires, PaineWebber  came  up  with 
three  money  managers  from  its  list  of 


400.  Says  Rizzo,  "I  interviewed  the 
three  candidates  by  phone  and  I  liked 
Lou  Chambers  the  best."  After  going 
out  for  a  Cajun  dinner  with  Cham- 
bers, Rizzo  signed  on  with  Chambers 
Investment  Management  Group  of 
Milwaukee.  In  the  first  full  quarter 
with  his  money  manager,  Rizzo  has 
seen  his  investment  grow  4.5%. 

If  you  decide  to  use  a  consultant, 
make  sure  his  list  consists  of  indepen- 
dent money  managers.  Some  firms, 
such  as  Shearson  Lehman  Brothers, 
give  almost  all  business  that  walks  in 
the  door  to  in-house  managers,  which 
is  a  bit  too  cozy. 

Ask  the  consultant  how  he  tracks 
money  managers'  performances  in 
bear  as  well  as  in  bull  markets.  He 
should  have  his  own  method  of  mea- 
suring a  manager's  performance  and 
be  able  to  explain  it.  Make  a  point  of 
obtaining  the  promotional  literature 
of  any  manager  recommended  and 
compare  it  with  the  report  the  consul- 
tant gives  you.  Some  consultants  do 
no  more  than  lift  the  manager's  own 
hype  out  of  the  brochure.  Does  he 
check  with  the  SEC  to  see  if  managers 
have  litigation  pending 
against  them?  Does  he  meet 
managers  personally?  Ask 
the  consultant  if  he  gets  any 
part  of  the  fee  paid  to  the 
money  manager.  If  the  an- 
swer is  yes,  ask  for  your  coat. 

Finally,  there  is  the  impor- 
tant matter  of  fees.  Depend- 
ing upon  the  amount  invest- 
ed, you  pay  a  fee  of  1%  to 
1.5%  or  more  per  year  to  the 
money  manager.  With  most 
consultants,  you  also  pay 
transaction  costs — i.e.,  bro- 
kerage commissions.  They 
generally  range  from  about 
1.25%  to  1.75%  during  the 
first  year  and  0.5%  to  0.75%  per  year 
after  the  initial  investments  have 
been  made.  (With  portfolios  of  over 
seven  figures,  these  rates  could  be 
considerably  lower.) 

If  you're  looking  for  a  money  man- 
ager who  is  aggressive  and  who  makes 
a  lot  of  trades  in  your  account,  some 
consultants  will  tout  a  "wrap  fee." 
Instead  of  being  billed  for  every  trans- 
action, you  pay  a  flat  maximum  3% 
per  year  to  the  consultant,  who  in 
turn  not  only  absorbs  all  transaction 
costs  but  also  pays  the  money  mana- 
ger's fees.  Consultants  at  big  broker- 
age houses,  particularly  at  E.F.  Hut- 
ton,  hard-sell  the  "wrap  fee."  But  it 
can  be  difficult  to  justify.  "Obviously 
the  big  houses  offer  the  wrap  fee  be- 
cause they're  making  money  on  it.  We 
don't  do  It,"  says  Bruce  Hauptman. 
If  your  account  is  very  large  (enti- 
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EXPERIENCE  IT.  SAN  FRANCISCO  TO  HONG  KONG. 


JDxperience  Cathay  Pacific 
Airways'  award-winning  747 
service  from  San  Francisco  to 
Hong  Kong.  San  Francisco  is  now 
one  of  31  major  cities  in  22  coun- 
tries on  four  continents  served  out 
of  Hong  Kong  by  Cathay  Pacific 
Airways. 


1SR186 


As  Hong  Kong's  airline  for 
over  40  years,  our  commitment  to 
superior  service  is  legendary.  And 
we  make  that  legend  live  on  every 
flight.  We  must,  to  make  sure  you'll 
arrive  in  better  shape. 

Call  your  travel  agent  or 
travel  arranger  now! 

 Arrive  in  better  shape  — 

CATHAY  PACIFIC 

The  Swire  (iroup 


WHEN  LEARJET'S  JI 
ON  VACATION,  WE'RE  A  BI 


.  li^ i'laik  1,1  !,v  Gales Learjet Corpotanon. 
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MjOR  TAKES  OFF 

ART  OF  HIS  FLIGHT  PLAN. 


The  Visa  Premier  Card 

When  he's  piloting  his  company  to 
new  heights,  he's  all  business.  But 
when  he's  off  on  a  flight  of  fancy,  no 
premium  credit  card  suits  him  better 
than  the  Visa®  Premier  Card.  Whether 
he's  flying  to  the  Cape  in  search 
of  the  perfect  lobster  or 
down  to  Ixtapa  to  find  a 
little  peace  and  quiet,  he 
knows  his  Visa  Premier  Card  is 
accepted  at  four  times  as  many  places 
worldwide  as  the  American  Express 
Gold  Card. 

The  Premier  Card  also  has  a  mini- 
mum starting  credit  line  of  $5,000, 
over  twice  as  high  as  American  Ex- 
press. And  Visa  gives  him  access 
to  over  five  times  as  many 
banks  and  cash  machines. 
So  he  can  get  cash  easily  almost 
anywhere. 

If  all  this  sounds  good  to  you 
and  you're  ready  to  enjoy 
these  advantages,  apply  for  a 
Visa  Premier  Card  today 
It's  the  card  to  use 
wherever  you 
touch  down. 


*s  everywhere  you  want  to  be: 
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The  matchmakers 

These  consultants  will  help  you  select  an  independent  money  manager. 


B.  Hauptman  &  Associates 
Fairfield,  Iowa 
515-472-8581 
Minimum  investment: 
$100,000 

E.F.  Hutton  "Button  Suggests" 
Wilmington,  Del. 
800-EFH-2626 
Minimum  investment: 
$100,000 


PaineWebber  Investment 

Advisor  Research 
New  York 
212-713-2160 
Minimum  investment: 
$200,000 

Stolper  &  Co. 
San  Diego 
619-231-9102 
Minimum  investment: 
$100,000 


-.counts),  or  if  your  in- 
i.t-.ture  doesn't  call  for 
.iiany  trades,  better  to  pay  the  money 
manager  and  transaction  fees  your- 
self. In  a  31  million  account  that  is 
not  extremely  active,  the  money 
manager's  fee  will  be  about  1%  per 
year,  and  transaction  fees,  after  the 
initial  investments  have  been  made, 
will  average  only  about  0.5%  per  year. 

Once  you  have  signed  with  a  money 
manager,  your  mailbox  will  overflow. 
Along  with  the  quarterly  statements 
and  brochures  from  your  manager, 
you  will  receive  from  your  consultant 
monthly  statements  and  comprehen- 
sive quarterly  reports  measuring  his 
performance. 

E.F.  Hutton's  performance  reports, 
for  example,  compare  your  manager's 
performance  with  the  S&P's  500  and 
the  Dow  Jones  industrial  average  (an 
equity  portfolio)  or  to  one  of  the 
Shearson  Lehman  bond  indexes  (a 
bond  portfolio).  Your  consultant  may 
even  advise  you  to  pull  your  money — 
if  the  manager's  performance  is  down, 


if  he  has  started  to  buy  risky  stocks 
when  his  investment  strategy  is  sup- 
posed to  be  conservative  or  if  a  key 
person  has  left  the  firm. 

Says  Frances  Sail,  a  Bergen  County, 
N.J.  widow  who  used  Henry  Swieca  at 
E.F,  Hutton  to  help  her  choose  a  mon- 
ey manager,  "I  love  it.  I  don't  have  to 
talk  to  anyone  but  Henry."  And  what 


does  Mrs.  Sail  say  of  the  more  than 
30%  return  over  the  past  ten  months 
that  her  money  manager  has 
achieved?  "What  can  I  say?  Wonder- 
ful, absolutely  wonderful." 

Wonderful?  Not  quite.  It's  only 
about  the  same  as  the  Dow.  Then 
again,  would  she  have  done  that  well 
on  her  own? 


Don't  just  refinance, 
prepay 

ost  homeowners  know  that  by 
prepaying  some  of  the  principal 
on  their  home  mortgages  each 
month — besides  the  regular  pay- 
ments— they  can  drastically  cut  the 
total  interest  charges  on  their  loans. 
They  also  wind  up  owning  their 
homes  a  lot  faster,  of  course.  In  fact,  a 
growing  number  of  homeowners  are 
doing  just  that — whether  their  lend- 
ers like  it  or  not.  (In  most  states — 
unless  language  in  the  original  agree- 
ment prohibits — lenders  must  accept 
prepayments,  if  they  are  labeled  as 
such  and  payments  are  systematic.) 

Virtually  all  homeowners  also 
know  that  if  they  are  still  paying  high 
interest  rates  on  their  mortgages,  they 
can  save  a  bundle  in  interest 
charges — and  hence  monthly  pay- 
ments— by  refinancing  at  today's  low- 
er rates  (Forbes, /zv/v  28). 

Now  Marc  Eisenson,  who 
had  been  operating  a  profitable 
little  business  telling  home- 
owners exactly  how  to  make 
periodic  prepayments  to  speed 
up  home  ownership  and  slash 
interest  charges,  has  suggested 
coupling  that  technique  with 
refinancing.  The  point  is  to 
i-.ccp  your  monthly  payments 
;'!!-!OUt  what  they  are  now^,  but 
what  would  have  been 
••a-/i.'5g5,  because  of  lower  in- 
;-ir.es,  tc  prepay  a  por 
oi  your  mortgage  princi- 


pal each  month.  Your  monthly  budget 
stays  the  same,  but  you  will  own  your 
home  faster  and  at  less  expense. 

Example:  Gail  Winson  of  Sonoma, 
Calif,  had  a  $98,000  mortgage  with  15 
years  remaining  on  it,  at  I2%%. 
When  interest  rates  dropped,  she  scur- 
ried to  her  old  lender  and  refinanced 
$96,000  to  pay  her  old  mortgage.  The 
rate  was  10.25%,  the  term  15  years. 
The  monthly  payments  would  have 
dropped  from  $1,235.66  to  $1,046.35. 

But  instead  of  paying  less  each 
month  in  mortgage  payments,  Gail 
decided  her  budget  would  allow  her  to 
continue  paying  the  same  old 
amount.  And  she  wanted  to  credit  the 
difference  each  month  to  prepaying 
some  of  the  principal.  She  went  to 
Eisenson's  firm,  A  Banker's  Secret,  to 
get  an  exact  payment  schedule  and  to 
see  how  much  she  would  save  in  total 
interest  payments.  She  also  wanted  to 
know  how  much  sooner  she  would 
own  her  home  outright. 


Gail  was  delighted  to  discover  that, 
by  continuing  to  pay  the  samel 
amount  each  month,  instead  of  180 
payments  (15  years),  she  would  have  I 
to  make  only  129  (10  years,  9  months)! 
before  owning  her  home  free  andl 
clear.  That  saves  her  4  years  and  21 
months  of  payments.  It  also  saves  her| 
$30,062.27  in  interest  charges. 

With  the  new  tax  bill  aiming  to| 
take  much  of  the  luster  from  all  inter- 
est expenses,  even  those  that  are  tax-l 
deductible,  shorter  mortgage  termsl 
and  mortgage  prepayment  plans  arel 
becoming  more  popular.  Some  banks] 
are  even  promoting  the  practice. 

If  you  want  to  find  out  exactly  howl 
you  can  go  about  prepaying  yourl 
mortgage  principal  a  bit  at  a  time  eachi 
month  to  build  up  equity  faster  andl 
cut  the  total  interest  bill,  write  to  aI 
Banker's  Secret,  P.O.  Box  78,  Eliza-| 
ville,  N.Y.  12523.  For  $4.95  you'll  re- 
ceive a  booklet  explaining  how  the! 
program  works  and  formulas  to  deter  [ 
mine  how  you  should  prepay! 
each  month.  For  $13.95  you'll! 
get  the  booklet  plus  a  data| 
sheet  to  fill  out.  A  Banker'' 
Secret  will  crunch  your  num- 
bers with  its  computer  to  give 
you    the   exact  prepayment 
schedule  over  the  life  of  the 
loan.  And  for  $23.95  you  get 
the  booklet  plus  a  program  tc 
run  on  your  home  computei 
(IBM  or  compatible)  so  you  can 
do  your  own  analysis  on  sever- 
al homes. — W.G.F. 


Careers 


For  anyone  interested  in  postgraduate 
study  abroad,  here  is  the  skinny  on  the 
most  glittering  of  all  academic  prizes. 


Rhodes  to  glory 


By  Janet  Bamford 


WHEN  THE  WILL  of  CcCll 
Rhodes  provided  for  the 
Rhodes  scholarships  in  1903, 
one  American  industrialist  told  the 
organizing  secretary  of  the  Rhodes 
Trust  that  young  Americans  were  too 
interested  in  financial  gain  and  would 
not  travel  to  Oxford  for  an  education. 

How  wrong  can  you  be?  Competi- 
tion for  the  scholarships,  which  pro- 
vide for  two,  sometimes  three  years  of 
study  at  Oxford  University,  is  stiff. 
Last  year  over  1,200  students  submit- 
ted written  applications  for  32  places. 

Rhodes  scholars  are  selected  for 
their  well-roundedness 
and  promise — they  are 
men  and  women  who  are 
intelligent,  vigorous  and 
have  leadership  talent. 
Cecil  Rhodes  wanted  stu- 
dents who  would  go  on 
from  Oxford  to  contribute 
to  "the  world's  fight,"  a 
phrase  the  students  toss  at 
each  other  jokingly. 

The  largest  percentage 
of  scholars  go  into  aca- 
deme or  law,  but  others 
have  gone  on  to  distin- 
guish themselves  in  ev- 
erything from  politics  to 
business  to  the  arts. 
Among  the  more  famous 
alumni:  New  Jersey  Sena- 
tor Bill  Bradley;  former 
CIA  Director  Stansfield 
Ti.irner;  Indiana  Senator 
Richard  Lugar;  former 
Sfrcrctary  of  State  Dean 


money  manager  John  Templetou; 
Dennis  Stanfill,  former  20th  Century- 
Fox  chairman  and  now  head  of  Stan- 
fill,  Bowen  &  Co.,  an  entertainment 
venture  capital  firm;  Frank  Wells, 
president  of  the  Walt  Disney  Co.;  W. 
Bowman  Cutter,  an  executive  with 
Coopers  &  Lybrand;  Bart  Holaday, 
head  of  First  Chicago  Investment 
Advisors'  venture  capital  operations; 
and  Ron  Bancroft,  senior  vice  presi- 
dent of  finance  and  administration  of 
Bath  Iron  Works.  Rhodes  scholars 
who  chose  the  arts  include  poet  Rob- 
ert Penn  Warren  and  singer-actor  Kris 
Kristofferson. 
Whatever  the  field,  the  Rhodes  ex- 


irhe  world 
.--■ent  the 


of  busi- 
likes  of 


Dennis  Stanfill,  chief  of  Stanfill,  Bowen  &  Co 

From  Annapolis  to  Oxford  to  Lehman  Brothers 


perience  is  usually  quick  to  open 
doors.  When  Coopers  &  Lybrand's 
Bowman  Cutter  was  looking  for  his 
first  job  in  business  in  1968  after  fin- 
ishing Oxford  and  additional  graduate 
study  at  Princeton,  he  got  in  touch 
with  Northwest  Industries  Chairman 
Ben  Heineman,  whose  son  had  gone 
to  Oxford.  Heineman  had  been  hoping 
to  find  a  Rhodes  scholar  who  wanted 
to  go  into  business;  Cutter's  first  job 
was  doing  mergers  and  acquisitions 
analysis. 

Dennis  Stanfill,  an  Annapolis  grad 
uate,  decided  to  go  into  business  after 
six  years  in  the  Navy.  He  promptly 
landed  with  Lehman  Brothers.  "I'm 
sure  the  Rhodes  was  a  factor,"  says 
Stanfill,  a  1953  Oxford  graduate. 

Ron  Bancroft,  another  Naval  Acad 
amy  alumnus,  spent  five  years  aboard 
a  destroyer  after  getting  a  degree  in 
politics,  philosophy  and  economics  at 
Oxford — hardly  traditional  pursuits 
for  a  budding  captain  of  industry.  But 
after  his  Navy  tour  he  went  to  work 
for  McKinsey  &  Co.  for  twelve  years 
(McKinsey    now    actively  recruits 
Rhodes  and  other  American  scholars 
at  Oxford.)  From  there,  Bancroft  went 
to  the  Bath  Iron  Works  as  an  execu 
tive  vice  president  of  finance  two^ 
years  ago.  The  honor  he  earned  at  age 
21   had  clout   two  decades  later 
"When  I  came  here  [to  Bath  Iron 
Works]  I  think  it  impressed  the  presi 
dent,  and  the  people  from  Congo 
leum,  which  was  the  parent  company 
at  the  time,"  says  Bancroft. 

What  does  a  Rhodes  scholarshipi 
provide?  The  chance  to  study  for  twol 
years  at  one  of  Oxford's  35i 
colleges.  All  educational! 
costs  are  paid,  as  is  travel 
to  and  from  Oxford.  Stu 
dents  also  receive  an  an 
nual  stipend  of  £4,200 
While  students  no  longer 
don  academic  gowns  for 
daily  wear  (although  theyl 
are  required  for  certain 
functions,  including  ex 
aminations),  the  centu 
nes-old  tutorial  system  is 
still  in  place.  Attendance 
at  lectures  is  optional;  a 
student  meets  regularly 
with  his  tutors  to  discuss 
readings  and  papers.  The 
examinations  and  theses 
that  loom  at  the  end  of  a 
two-year  period  are  the 
determining  factors  in 
whether  or  not  a  student 
receives  a  degree. 

For  most  American 
Rhodes  scholars,  the  op- 
portunities for  travel  are 
as  memorable  as  the  time 


spent  at  Oxford.  Students 
have  six-week  breaks  in 
midwinter  and  spring  and  a 
long  vacation  that  goes 
from  late  June  to  early  Oc- 
tober. Frank  Wells,  along 
with  another  Rhodes  schol- 
ar, bought  a  single-engine 
plane  and  took  an  exotic 
trip  through  Africa,  flying 
to  Capetown,  South  Africa, 
climbing  Mount  Kilimanja- 
ro, crashing  in  East  Africa 
and  emerging  unscathed. 
First  Chicago's  Bart  Hola- 
day  traveled  extensively 
through  the  British  Isles, 
continental  Europe,  Scandi- 
navia, the  Soviet  Union  and 
South  Africa  while  a 
Rhodes  scholar. 

Rhodes  scholarships  are 
open  to  all  who  will  have  a 
bachelor's  degree  by  the 
time  they  would  go  to  Ox- 
ford. Most  applicants  are 
seniors  in  college.  Gradu- 
ates can  apply,  but  the  age  limit  is  24. 

"Many  people  think  you  need  to  be 
nominated  or  endorsed  by  your  col- 
lege," says  Douglas  Paschall,  a  profes- 
sor at  the  University  of  the  South  and 
a  Rhodes  scholar  who  has  served  on 
selection  committees  for  several 
years.  "You  can  be,  but  you  can  also 
simply  send  in  an  application."  State 
selection  committees  (which  always 
includes   former   Rhodes  scholars) 


Ron  Bancroft .  rice  president  fiiuince,  Bath  Iron  W 
Rhodes  had  clout  two  decades  later. 


screen  the  written  applications  and 
interview  a  group  of  candidates.  Each 
state  sends  two  candidates  to  regional 
selection  committees,  which  choose 
the  lucky  group  of  32.  This  year  the 
application  deadline  is  Oct.  31;  the 
state  interviews  will  be  held  Dec.  2 
and  3;  and  the  regional  interviews  will 
be  held  Dec.  5  and  6. 

Candidates  can  expect  to  be 
quizzed  on  their  major  field  of  study. 


"If  I  could  see  by  someone's 
transcript  that  he  or  she 
had  studied  Shakespeare  as 
an  undergraduate,  I  might 
ask  what  dramatic  forces 
were  most  at  work  in  the 
storm  scene  in  King  Lear," 
says  Douglas  Paschall.  "I 
am  looking  to  find  out  how 
sophisticated  and  deep 
their  answer  is." 

It  is  something  of  a  myth 
that  Rhodes  scholars  are  all 
superjocks,  like  Heisman 
Trophy  winner  Pete  Daw- 
kins,  quarterback  Pat  Ha- 
den  or  basketball  star  Bill 
Bradley.  But  judges  want 
more  than  bookworms. 
"We're  looking  for  a  quality 
of  vitality  and  energy,"  says 
Paschall. 

What  they  are  wary  of  is 
someone  who  wears  ruth- 
less ambition  on  his  sleeve. 
Selection  committees  look 
for  evidence  of  public  ser- 
vice. "A  previous  warden  of  the 
Rhodes  House  put  it  this  way,"  says 
Paschall:  "  'The  trust  is  not  interested 
in  the  certain  American  type  with 
sharp  elbows  who  is  simply  interested 
in  lining  his  credentials.'  " 

Applications  are  available  on  many 
college  campuses  or  from  the  Office  of 
the  American  Secretary,  Rhodes 
Scholarship  Trust,  Pomona  College, 
Claremont,  Calif.  91711.  ■ 


orks 


Other  Rhodes 


The  Rhodes  scholarship  is  only  the  best-known 
award  offering  overseas  study.  There  are  other  glit- 
tering prizes,  less  prestigious,  but  just  as  hotly  contest- 
ed. The  Marshall  scholarships,  named  after  General 
George  Marshall,  were  established  in  1953  by  the  Brit- 
ish government  for  American  students  in  gratitude  for 
U.S.  help  during  World  War  II  and  after.  They  provide 
students  with  two  years  of  study  at  a  university  in 
Britain.  The  government  insists  upon  students'  attend- 
ing various  British  universities,  not  simply  Oxford  and 
Cambridge.  Applicants  must  defend  why  they  want  to 
attend  a  particular  institution.  As  with  the  Rhodes, 
there  is  an  age  limit;  applicants  applying  this  year  must 
be  under  26  in  October  of  1987,  when  they  would  start 
their  studies.  Academic  achievement  is  the  criterion  for 
selection,  and  about  30  of  1,000  or  so  annual  applicants 
are  chosen  every  year.  The  application  deadline  this 
year  is  the  end  of  September.  The  scholarships  are 
administered  by  the  British  Embassy  in  Washington 
and  the  consulates  around  the  country. 

Fulbright  Fellowships,  funded  by  the  U.S.  govern- 
ment, were  started  in  1946  by  J.  William  Fulbright, 
himself  a  Rhodes  scholar.  Last  year  there  were  some 
5,000  recipients  of  fellowship  money,  most  of  that 
going  to  foreign  students  to  study  in  the  U.S.  and  for 


U.S.  academics  to  lecture  or  do  research  abroad.  Only 
about  550  or  so  American  students  studied  overseas  on 
Fulbrights.  Grants  are  for  one  year  of  study  at  a  foreign 
school.  A  student's  preference  of  school  within  a  coun- 
try is  considered  but  not  guaranteed.  The  application 
and  selection  process  for  students  is  administered  by 
the  Institute  of  International  Education,  809  United 
Nations  Plaza,  New  York,  N.Y.  10017.  Applications  are 
due  by  Oct.  31. 

Rotary  scholarships  are  also  awarded  for  one  year  of 
study  in  a  foreign  country.  This  year  there  are  547 
Rotary  scholars.  Applications  for  the  1988-89  academic 
year  are  due  by  Oct.  1,  1987  to  local  Rotary  clubs,  which 
then  send  nominees  to  district  level  evaluations,  where 
recipients  are  chosen.  Successful  applicants  list  five 
choices  of  schools  they  would  like  to  attend  (no  two  in 
the  same  country).  About  90%  of  students  are  sent  to 
one  of  their  five  choices.  Scholarships  include  academic 
fees,  room  and  board,  transportation  and  stipends  for 
educational  travel  and  expenses. 

And  this  one  isn't  only  for  the  young.  Students  have 
ranged  from  18  up  to  50  years  old.  One  Minnesota 
hospital  vice  president  went  to  New  Zealand  to  study 
hospice  training,  for  example.  Applications  are  avail- 
able through  local  Rotary  clubs. — J.B. 
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Report  to  battle  stations 


In  the  North  American  auto  busi- 
ness, wc  have  no  intention  of  back- 
ing off  our  43%  to  45%  share  of  the 
market,"  says  Lloyd  Reuss  of  General 
Motors  (1985  sales,  $96  billion);  he 
has  been  executive  vice  president  for 
all  North  American  automobile  oper- 
ations since  February. 

That's  a  stern  w^arning  to  the  Japa- 
nese, to  Ford  and  to  all  other  interest- 
ed parties  that  GM  is  prepared  to  pay 
whatever  price  is  necessary  to  hold 
market  share.  It's  why  GM,  building 
more  cars  than  it  can  sell,  gives  away 
the  profits  through  deals  like  its  much 
publicized  recent  2.9%  financing  of- 
fer. It's  not  the  preferred  way  to  sell 
anything,  but  it's  GM's  way  until  it 
gets  the  cars  and  the  organization  that 
can  do  better. 

Reuss,  50,  is  of  a  type  that  has  been 
missing  at  GM  the  past  few  years,  the 


type  who  means  what  he  says  and 
knows  how  to  get  it  done.  A  Midwest- 
born  engineer  who  served  as  general 
manager  at  Buick  and  then  at  the 
Chevrolet-Pontiac-Canada  superdivi- 
sion,  Reuss  is  a  candidate  for  GM's 
presidency — if  not  when  Jim  McDon- 
ald retires  next  year,  then  later  in  his 
career. 

Reuss  is  trying  hard  to  whip  GM's 
bureaucracy  into  shape,  but  his  quick 
decisions  have  been  obscured  by  all 
the  criticism  being  heaped  on  General 
Motors  lately — the  new  factories 
don't  work.  Ford's  styling  is  better, 
GM  cars  all  look  alike.  Suddenly, 
though,  decisions  are  rolling  through 
Reuss'  Detroit  headquarters:  deci- 
sions to  scrub  the  plastic-body  Ca- 
maro,  to  scale  back  spending  on  fac- 
tory automation  and  for  the  mam- 
moth GM- 1 0  midsize  car  replacement 


program  and  to  slash  management 
numbers. 

Over  the  last  six  months  Reuss  vir- 
tually rebuilt  all  General  Motors'  fu- 
ture product  plans.  Models  are  being 
killed  to  end  the  look-alike  curse,  and 
Cadillac  has  a  new  priority  rating 
(Forbes,  Sept.  H], 

"If  you're  going  to  have  45%  of  the 
market,  you  have  to  be  a  leader,"  he 
says.  "We've  got  to  lead  in  cost,  quali- 
ty, innovation  and  timeliness."  And 
soon. — Jerry  Flint 


Anyone  for  Condor  stew? 

Free  market  economist  Arthur 
Laffer  has  hit  upon  what  he  says  is 
a  surefire  way  to  save  the  endangered 
California  condor — a  solution  that  he 
guarantees  will  make  the  birds  as 
plentiful  as  chickens.  Says  Laffer, 
who  earlier  this  summer  was  defeated 
in  a  Republican  primary  for  the  U.S 
Senate,  "Any  company  that  hatched 
and  released  a  condor  into  the  wild 
would  get  $75,000  per  condor  from 
the  government.  There  would  be  so 
many  condors  flying  around,  we 
would  be  eating  condor  cacciatore." 

For  now,  Laffer  won't  have  a  chance! 
to  find  out  how  well  his  solution 


'■.•Cicero I  Motors  Uovd  Reuss 

ra^t  ihc  preferred  way  to  sell  anything,  but  it's  GM's  way  for  now. 
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,\)tl.nir  Laffer  of  All  Lciffey  Assocuites 
I    Blame  the  consultants. 

might  work.  Having  finished  seventh 
among  12  candidates  in  the  June  pri- 
mary in  which  Representative  Ed 
Zschau  coasted  to  victory,  he  is  back 
to  being  an  economics  consultant.  He 
tells  Forbes  that  his  A.B.  Laffer  Asso- 
ciates of  Lomita,  Calif,  will  bill  more 
than  $3  million  in  consulting  fees  this 
year.  Paying  customers?  Mostly  blue- 
chip  outfits  like  Allied  Corp.,  Citi- 
bank and  Morgan  Guaranty.  Laffer  is 
also  pushing  his  17-person  staff  be- 
vond  the  private  sector.  He  is  trying  to 
tutor  politicians  who  get  migraines  at 
the  sight  of  complex  macroeconomic 
legislation.  "The  recent  tax  bill  was 
1,500  pages  long,"  says  Laffer.  "How 
many  congressmen  read  it,  let  alone 
understood  it?  I  understand  the  nitty- 
gritty  of  the  process  and  how  to  make 
!ii  (  my  stuff  applicable  in  the  real  world." 
JjI  Meanwhile,  Laffer  is  plotting  a  po- 
iCI  litical  comeback.  Next  time  will  be 
different,  naturally.  "I  made  the  clas- 
sic mistake  of  allowing  consultants  to 
provide  the  entire  structure  of  the 
campaign  and  how  to  spend  every  dol- 
lar," says  Laffer.  "I  let  decisions  slip 
out  of  my  hands." 

Well,  Art,  there  is  also  still  hope  for 
condor  cacciatore. — Steve  Ginsberg 


Do  as  I  say, 
not  as  I  do 

A cola  war  is  raging  in  India  as  local 
bottlers  fight  to  keep  PepsiCo 
I  from  entering  the  huge  Indian  market 
that  Coca-Cola  abandoned  years  ago. 
But  even  as  the  leader  of  the  protec- 
tionist drive,  Ramesh  Chauhan,  46,  is 
vociferously  battling  Pepsi  at  home, 
he  is  quietly  trying  to  sneak  into  the 


soft  drink  market  on  Pepsi's  turf  in 
the  U.S.  The  diminutive  Chauhan, 
whose  family-owned  Parle  Exports 
controls  60%  of  India's  soft  drink 
market  and  owns  12  bottling  plants  in 
the  Middle  East,  Africa  and  Europe, 
presides  over  an  empire  with  yearly 
sales  of  $250  million. 

Pepsi  should  not  be  permitted  to 
compete  in  India,  he  says,  because  of 
its  "astronomical  international  re- 
sources and  marketing  advantages." 
However,  Chauhan  sees  no  reason 
that  he  should  not  be  allowed  to  com- 
pete on  Pepsi's  own  turf.  "We  hardly 
pose  a  life  threat  to  PepsiCo  as  Pep- 
siCo would  to  us  in  India,"  he  says, 
with  a  faint  Bostonian  twang  picked 
up  as  an  engineering  student  at  MIT. 

Three  years  ago  Chauhan  set  up  a 
tropical  fruit  juice  business  in  New 
York  City.  In  India,  Chauhan's 
Thums  Up  IS  the  leading  cola,  but 
here  he  avoids  direct  competition 
with  the  U.S.  cola  titans  by  selling 
exotic  tropical  fruit  drinks — mango, 
papaya,  guava  and  passion  fruit — un- 
der the  Maaza  brand  name.  They  are 
popular  in  largely  Hispanic  communi- 
ties and  don't  threaten  big  fruit  juice 
brands  like  Beatrice  Cos.'  Tropicana. 

So  far,  sales  are  minuscule — this 
year  just  over  $3  million.  But  Chau- 


han hopes  to  move  Maaza  drinks 
more  into  the  mainstream  by  selling 
directly  to  college  dming  halls. 

Why  come  to  America?  "It's  good 
insurance,"  says  Chauhan,  against  po- 
litical instability  and  economic 
downturns  in  the  Third  World.  Partic- 
ularly good  insurance  in  case  Chau- 
han's cola  coalition  fails  to  keep  Pepsi 
out  of  India. — Pranay  Gupte 


Friendly,  crowded  skies 

The  locals,  the  small  feeder  air- 
lines, ain't  got  much  chance  of 
survival  under  the  present  setup  un- 
less they  ally  with  a  large  partner," 
drawls  Preston  Wilbourne,  61,  presi- 
dent of  Air  Wis  Services  (1985  reve- 
nues, $120  million),  whose  Air  Wis- 
consin is  the  leading  regional  airline. 

Forging  a  relationship  with  a  major 
carrier  can  be  extremely  profitable,  as 
Wilbourne  has  discovered  by  feeding 
passengers  to  United  Airlines  at  its 
O'Hare  and  Dulles  hubs.  Since  sign- 
ing with  United  in  July  1985,  Air  Wis- 
consin's percentage  of  seats  occu- 
pied— load  factor — has  shot  from  40% 
to  50%.  After  a  rare  loss  last  year 
caused  by  acquisition-related  ex- 
penses, profits  have  rebounded. 


Parle  /■.\/>orls'  Ramesh  Chauhan 

"We  hardly  pose  a  life  threat  to  PepsiCo. 


seeing  the  phone 
inanew  light. 


Basic  telephone  service.  It's  our  oldest  source  of  revenue. 
And  now  it's  becoming  our  newest. 

Our  $19  billion  investment  over  the  past  seven  years  in 
an  advanced  telecommunications  network  makes  possi- 
ble a  multitude  of  new  services.  Everything  from  new  cus- 
tom calling  options  to  high-speed  data  transfer 

BellSouth  is  aggressively  marketing  many  of  these 
new  services  to  residential  and  business  customers  across 
the  Southeast. 

New  services  and  new  sources  of  revenue  from  an  ad- 
vanced telecommunications  network  already  in  place.  That's 
smart.  And  it's  just  one  example  of  the  BellSouth  commitment 
to  customers  and  investors. 

Learn  more  about  BellSouth  from  your  broker  Or  write: 
Mr  L.E.  Spradlin,  Director  of  Investor  Relations,  BellSouth 
Corporation,  675  West  Peachtree  Street,  N.E.,  Atlanta, 
Georgia  30375.  Or  call  404-420-8136. 


The  BellSouth  Companies: 

South  Central  Bell  •  Southern  Bell  •  BellSouth 
Services  •  South  Central  Bell  Advanced  Systems 
•  Southern  Bell  Advanced  Systems 

BellSouth  Enterprises  •  BellSouth  Advertising  & 
Publishing  •  Stevens  Graphics  •  TechSouth  • 
BellSouth  Advanced  Systems  • 
BellSouth  Mobility  •  BellSouth  Systems  Technology 
•  BellSouth  International  •  Fiberl-AN,  Inc. 


©1986,  BellSouth  Corporation. 
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Your  best  connection." 


Preston  Wilhoiirne  of  Air  Wiscoitsiti 
Thantcs,  United. 


Cb/cYigo  Air  's  Necil  MeehcDi 

Tied  to  Midway,  for  better  or  worse. 
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But  there  are  big  risks,  too — mainly 
in  the  loss  oi  operating  independence 
and  the  danger  of  being  taken  over  by 
the  larger  airlines  the  regionals  serve. 
At  United's  request,  this  autumn  Air 
Wisconsin  will  be  painting  its  planes 
with  United's  colors,  removing  the 
Air  Wisconsin  moniker,  and  replacing 
it  with  "United  Express."  Says  Wil- 
bourne,  "Of  course  we're  going  to  be 
perceived  as  an  extension  of  United 
Airlines,  but  we'll  continue  to  make 
our  own  decisions."  Sums  up  airline 
analyst  Paul  Karos  of  Piper,  Jaffray  & 
Hopwood  of  Minneapolis,  "United 
has  the  beauty  of  getting  the  feed 
without  the  worry  of  having  to  run 
the  operation." — G.S. 


New  kid  on  the  runway 

Originally  you  could  fly  from  Chi- 
cago to  New  York  for  the  same 
price  It  cost  you  to  fly  to  central  Wis- 
consin," says  Neal  Meehan,  45, 
founder,  chairman  and  principal 
cheerleader  for  Chicago  Airlines,  Inc., 
a  struggling  new  commuter  airline 
based  at  Chicago's  second  airport, 
Midway  Airport.  "That  was  an  anom- 
aly and  an  obvious  opportunity  for 
someone  to  come  in  and  respond." 

Meehan's  new  airline  fiies  from 
Chicago  to  nine  Midwest  cities,  offer- 
ing fares  up  to  60%  lower  than  those 
ui  competitors  like  Air  Wisconsin, 
V'hich  feeds  passengers  to  United  at 
O  -  larc.  Chicago  Air's  six  Fokker  F-27 
•...•■•H,  .props  are  comfortable  and  safe, 
ccjiriections  at  uncrowded  Mid- 


way Airport  are  rarely  delayed. 

Yet,  more  often  than  not,  Meehan's 
planes  fly  70%  empty.  Why?  Because 
business  passengers  care  less  about 
fares  than  schedules  and  frequent  flier 
programs.  As  a  result  of  having  linked 
up  Chicago  Air  in  a  marketing  ar- 
rangement with  fledgling  Midway 
Airlines,  Meehan  now  is  burdened 
with  schedules  and  incentive  pro- 
grams less  appealing  than  those  of 
competitors  tied  to,  say.  United  or 
American. 

Meehan,  no  stranger  to  airline  start- 
ups, founded  New  York  Air  in  1980 
for  his  boss,  Frank  Lorenzo  of  Texas 
Air  Corp.  In  late  May  he  and  a  partner 
started  Chicago  Air,  using  $8  million 
in  venture  capital.  That  is  enough  to 
cover  Chicago  Air's  startup  losses 
well  into  1987. 

Is  the  competition  worried?  "He's  a 
brave  fellow,"  says  Preston  Wil- 
bourne,  chairman  of  Air  Wisconsin. 
"But  It's  his  dollar."— G.S. 


Sky  boxes,  anyone? 

As  the  new  NFL  season  kicks  off, 
principal  Dallas  Cowboys  owner 
Harvey  R.  (Bum)  Bright  is  concerned. 
Okay,  so  he  signed  running  back  sen- 
sation Herschel  Walker,  late  of  the 
USFL  Generals,  to  a  multimillion- 
dollar,  five-year  contract.  The  prob- 
lem is,  not  enough  fans  will  come  tc 
watch  him  play.  Out  of  119  luxury 
sky  boxes  Bright  built  last  year  atop 
Texas  Stadium  in  Irving,  Tex.,  104  are 
unsold  as  this  is  written. 

Bright,  a  courtly  64-year-old  demi- 
billionaire  who  made  his  fortune  in 
trucking,  banks  and  oil,  led  a  group  ol 
investors  in  buying  the  Cowboys  foi 
S60  million  from  the  struggling  Clinl 
Murchison  in  1984.  But  apart  froir 
being  the  biggest  partner  in  the  Cow- 
boys—he owns  40% — Bum  is  also  the 
team's  landlord,  having  paid  $25  mil 


Bitni  Bright,  principal  owner  of  the  Dallas  Coivhoys.  before  a  game 
Could  Herschel  Walker  moonlight  selling  crown  suites? 


ORIGINAL  BY  RAPHAEL. 
CDPYBYSHARP 


This  is  an  unretouched  copy  made  by  Sharp's  new  full  color  desktop  copier 


If  a  copier  can  recreate  color  nuances  of  a  16th  century  masterpiece,  think 
how  well  it  will  reproduce  layouts.  Designs.  Computergraphics.  Any  image  that 
helps  you  sell  your  ideas.  And  with  a  size  and  price  smaller  than  that 
of  any  other  full  color  copier,  it  makes  the  competition  look  positively 
medieval.  For  information  and  a  free  dem.- 


!  iistration,  call  1-800-BE-SHARP  Or  write  to  Sharp  Electronics  Corp.,    ^^^^  sharp  minds 
!  larp  Plaza,  Mahwah,  NJ  07430.  ©1986  sharp  Eiectromcscorp  COME  sHARPPRODucTS" 


lion  to  buy  the  stadium  lease  for  him- 
self when  he  led  the  Cowboys  pur- 
chase. "The  stadium  lease  we  make 
money  on,"  he  says.  "The  Cowboys? 
They're  more  of  a  toy."  Bright's  deal 
with  the  city  of  Irving  gives  him  90% 
of  the  stadium's  profits,  which  he  has 
pushed  from  $5  million  in  1984  to 
$7.2  million  last  year,  largely  by  book- 
ing special  events  like  rock  concerts. 

But  Bum  wanted  more,  and  in  hopes 
of  a  killing,  he  spent  $13.5  million 
early  last  year  to  build  119  "crown 
suite"  condo-boxes  around  the  sta- 
dium's upper  rim,  to  be  sold  at  prices 
ranging  from  $300,000  to  $1.5  mil- 
lion. Although  he  has  leased  85  suites, 
the  sale  of  only  15  so  far  is  further 
evidence  that  times  remain  tough  in 
Texas. — Eric  Schmuckler 


Send  in  the  Marines 

Louis  Metzger,  a  three-star  general 
in  the  U.S.  Marine  Corps,  fought 
the  enemy  in  Okinawa,  Korea  and 


Vietnam.  But  never  has  he  encoun- 
tered the  kind  of  adversary  he's  bat- 
tling now:  J.  David  Dominelli,  an  ad- 
mitted schemer  in  the  Ponzi  tradi- 
tion, who  left  hundreds  of  investors 
poorer  by  some  $80  million  by  1984. 
Metzger,  69,  is  the  court-appointed 
trustee  for  the  little  that  remains  of 
Dominelli's  J.  David  companies.  No 
easy  task.  For  one  thing,  Dominelli 
destroyed  many  of  his  records,  and  the 
books  that  survived  are  virtually  inde- 
cipherable, says  Metzger. 

Neither  is  there  much  in  the  way  of 
assets,  frets  Metzger,  who  hired  pri- 
vate detectives  to  track  missing  prop- 
erty. While  it  lasted,  Dominelli's  life- 
style in  San  Diego  ran  from  race- 
horses and  stud  bulls  to  lavish  politi- 
cal contributions.  Now?  Five  horses 
Dominelli  bought  for  nearly  $600,000 
were  unloaded  at  auction  for  only 
$73,500.  His  $5.5  million  personal  jet 
fetched  less  than  $4  million.  Says 
Metzger:  "Dominelli  paid  too  much 
for  everything." 

Metzger,  a  Stanford  graduate,  was 
asked  to  serve  as  receiver  in  the  case 
of  convicted  Ponzi  schemer  Joseph 
Bello  after  serving  as  foreman  of  a 
grand  jury  and  impressing  the  judge. 
In  that  case,  Metzger  has  paid  inves- 
tors a  hefty  40  cents  on  the  dollar. 

The  J.  David  Dominelli  bankruptcy 
is  proving  to  be  much  more  difficult. 


Metzger  faces  investor  claims  o: 
about  $1.7  billion,  but  so  far  he  ca: 
find  only  $23  million  in  actual  assets 
His  latest  ploy:  to  sue  banks  for  per 
mitting  Dominelli  to  transfer  hiS 
companies'  funds  over  the  telephone 
Law  firms  and  accountants  that  ad 
vised  Dominelli  have  settled  for  mil 
lions  lately. 

Meanwhile,  sorting  out  Dominel- 
li's affairs  has  been  costly.  Legal  fees 
already  approach  $3  million.  Metzgei 
himself  gets  $60,000  a  year.  For  now 
expenses  run  to  $60,000  a  month.  A( 
current  rates  that  comes  to  about  hal 
the  interest  on  the  lonely  $23  millior 
in  assets. — Laura  Jereski 


Weigh  anchor? 

New  rules  for  tax  shelters  are  mak 
ing  life  tough  for  entrepreneurs  ir 
Canada,  too.  Take  the  case  of  Davie 
Steele  and  Phillip  Carroll,  two  26 
year-old  Canadians,  and  their  Calga 
ry-based  Three  Buoys  Houseboat  Va 
cations.  (The  third  "buoy"  is  Steele's 
brother  Randi.)  Back  in  1982  Steele 
and  Carroll  discovered  there  wa: 
money  to  be  made  in  luxury  house 
boats.  Initially,  investors  put  up  th« 
capital  to  build  the  houseboats,  then 
turned  the  boats  back  to  Three  Buoys 
which  rented  them  to  vacationer: 


'u^  -Mcnuez.  Piaure  Grou| 


(typically  for  $1,000  a  week  or  $500 
for  a  weekend). 

To  date,  Three  Buoys  fias  sold  some 
$29  million  worth  of  houseboats.  Its 
25%  management  fee  on  rental  reve- 
nues of  almost  $2.9  million  in  1985 
brought  in  another  $720,000.  Fifty 
rental  boats  float  in  a  marina  ten  min- 
utes away  from  Vancouver's  popular 
Expo  86. 

Enter  the  spoilsport  Canadian  gov- 
ernment. Last  year  it  decreed  that  be- 
ginning in  1986  investors  could  no 
longer  write  off  the  cost  of  the  boats — 
which  go  for  $50,000  and  up — over 
four  years. 

Steele  downplays  the  tax  aspect: 
"The  tax  shelter  was  an  added  kicker. 
It  was  a  perk."  But  now  he  and  Carroll 
are  talking  about  weighing  anchor 
and  sailing  south.  "In  Canada  we  only 
have  a  six-month  season,  but  in  the 
warmer  regions  of  the  U.S.  we  can 
rent  our  boats  all  year,"  says  Carroll. 
In  the  wake  of  U.S.  tax  reform,  how- 
ever, the  partners  plan  to  lure  real 
investors,  not  those  seeking  tax  shel- 
ters. But  moving  into  the  U.S.  market 
will  take  money — perhaps  more  than 
the  company  has. 

Rumored:  Three  Buoys  may  be  up 
for  sale.  Ah,  how  tax  reform  can 
change  young  entrepreneurs' 
dreams.— Gail  Buchalter 


Phillip  Carroll  and  David  Steele  of  Three  Buoys  Houseboat  Vacations 
"The  tax  shelter  was  a  perk." 


In  the  race 
for  innovative  employee  benefit  plans, 
Lincoln  National  sets  the  pace. 


e's  something  new  under  the  midnight  sun 


y  summer,  the  Arctic  sun  never 
1  wmter,  it's  seldom  seen.  But 
e.  icy  Thule  in  Greenland  does 
ne  attraction.  It  is  the  ideal 
the  U.S.  Air  Force  s  newest 
c  missile  early  warning  system, 
cn  stories  high,  this  electronic 
-1  watches  the  skies  from 
1  Siberia  to  western  Europe, 
vanced  technology  called 
1  array  radar  enables  its  agile 
lo  scan  billions  of  square  miles 
)nds.  Any  objects  launched 
immense  zone  are  located, 
icd,  and  tracked  with  speed 
ccision. 

he  Air  Force  chose  Raytheon 
gn  and  construct  the  Thule 
ilion.  a  selection  influenced  by 
.'on  s  unsurpassed  experience 
cling  large  phased  array  radars. 
'\  er  the  years,  Raytheon  has 


thoroughly  mastered  the  fundamen- 
tals of  phased  array  radar  and 
systems  management.  That  knowl- 
edge helped  us  complete  these 
sophisticated  systems  successfully, 
even  in  remote  locations.  And  the 
fact  that  each  one  has  proven  to  be 
remarkably  reliable  demonstrates 
once  again  that,  at  Raytheon,  quality 
starts  with  fundamentals. 

Raytheon  Company,  141  Spring 
Street,  Lexington.  MA  02173. 


Raytheon 


Where  quality  starts  with  fundamentals 
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Moving  in  the  Same  Direction 


Lucky-Goldstar  is  a  group  of  23 
Korean  companies  involved  in  diemistrv; 
electronics,  finance,  and  trade.  By  com- 
bining the  best  of  East  and  West,  we 
built  a  U$10-billion  enterprise  around  a 
team  of  70,000  talented  individuals. 

But  our  achievements  aren't  ours 
alone. 


Successful  pannerships  with  com- 
panies like  AlSSr,  Hitachi,  Siemens,  and 
Caltex;  and  overseas  subsidiaries  like 
Goldstar  of  America  in  Huntsville,  Ala- 
bama are  doing  a  lot  to  stimulate  mu- 
mal  growth,  while  promoting  economic 
development  and  free  market  systems  in 
countries  around  the  world. 


At  home,  we're  known  as  th 
quality  choice.  Abroad,  as  a  goot 
neighbor  and  reliable  business  partne 

Take  time  to  get  to  know  us  bet 
ter.  Contact  the  Business  Dei'elopmei 
Dept.,  Lucky-Goldstar  Intl  Corp., 
CPO  Box  1899,  Seoul,  Korea. 
Phone  (02)  7-'6-65n.  Telex  K27266  LGIN 


I^LUCKYGOLDSTAI 

^usinsss  !ielas  of  Lucky-Goldstar  companies: 

Cf-* n-i^slrv' ^ :  lucky.  Ltd  □  Lucky  Adv?'ic-'(!  Matenals  Electrics,  Electronics  &  Communications  Goldstar  Co ,  Lid  □Goldstar  Cable  □Goldstar  Telecommunication  ^Goldstar  Electric  IZGoldslj 
•nslrunier^  i  clsctric  'JGoldstat  Piec,-.  Shinyeonc  Eiectncl^  Goldstar  Semiconduclor  .Goldstar-Alps  Electronics  □Goldstar-Honeywell  Energy  and  Resources  □Honam  Oil  Refinery  _Kor« 
fAnnrj  Sniflit'ng  Construction  and  E/ifiineering^  Lucky  Development  □  Lucky  Engineering  Financial  Sen/ices  □Lucky  Securities  □F&n  Korea  Insurance  □Goldstar  Investment  &  Finance  -  Pus; 
' "  ■         '■'  '^i.-arice  Trade  and  Distribution   Lucky-Goldstar  Internationa  I  □  Hee  SungPublic  Semice The  Yonam  Foundation  □The  Yonam  Educational  Institute  Sports  □  Lucky-Goldstar  Spoil 
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Edited  by  Steve  Kichen 
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Institutions  miss  out.  Over  the  last  four  weeks  energy 
-tocks  gained  15.8%,  far  outpacing  the  Wilshire  index' 
n.2%.  Leading  the  upswing  were  Exxon  and  Royal  Dutch, 
both  of  which  set  new  highs  and  both  of  which  are 
underweighted  in  professionally  managed  accounts 
(Forbes,  Aug.  25).  Royal  Dutch  is  up  more  than  50%  over 
the  past  year. 

What  were  investors  buying  other  than  oils?  Mostly 
blue  chips.  During  the  last  ten  trading  days  the  Dow 


industrials  were  up  3%,  closing  within  9  points  of  their 
early  July  peak.  The  New  York  Stock  Exchange  ended  the 
period  up  2.4%.  That  put  it  just  0.1%  off  a  new  high 
reached  on  the  previous  day.  Over  the  same  stretch  the 
not-so-blue-blooded  Nasdaq  and  Amex  were  up  0.8%  and 
0.7%,  respectively. 

A  cut  in  the  discount  rate  by  the  Fed  followed  by  a  drop 
in  the  prime  rate  by  large  banks  could  enable  Wall  Street 
to  continue  its  climb  into  unknown  territory. 


Closeup  On  The  Equity  Markets 


Performance  of  six  leading  indexes 


Percent  change 

Wilshire 
5000 

Forbes 
500- 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

6.2 

6.9 

7.0 

6.9 

4.5 

3.0 

in  last  52  weeks 

31.5 

29.7 

42.3 

32.7 

16.6 

28.6 

Stock  performance  based  on  six  kqr  investor  yardsticks 


J  1,  Percent  change 


lin  last  4  weeks 


in  last  52  weeks 


«lsh.re  mdex  reflects  pr.ce  performance.  It  d.ffer.  shghtly  from  market  value  of  outs,andm«  stocks  because  of  refrements  of  equ.ty  smce  mdex  was  crea 


Based  on  sales.  ^^^^^^^  ^^^^^^  n,„vcmcnt  H,Kh-v»l,,t,!,.y  ,ssues  have  w.de  pnce  fluctuatu.ns,  low-volatihty  .ssues  are  more  stable. 


Ill 


Company  size 


large 


7.5 


34.5 


small 


2.7 


40.1 


Volatility' 


high 


3.0 


57.1 


low 


4.2 


35.9 


P/E  multiple 


over  25 


3.2 


20.9 


under  5 


4.1 


38.8 


Dividend  yield 


over  7.5% 


5.9 


30.7 


4.0 


39.6 


Growth  profile^ 


high 


4.1 


52.4 


low 


4.5 


43.4 


Share  price 


over  $40 


4.8 


45.2 


under  $4 


1.9 


23.5 


ted. 


stock's  sensitivity  to  (     - 

quantitative  evaluation  of  a  stock's  growth  image,  detc.mmcd  by  Wilshire  Associates. 


,  French 


te:  All  data  tor  periods  ending  8/28/86.  Prepared  by  Wilshirc  Associates,  Santa  Monica,  Calif. 
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Where  The  Action  Is 


.  ':  spot  in  a  strong  market.  The  consumer  nondurabies 
.  .ip,  with  a  0.7%  two-week  decline,  was  the  only  Wil- 
shire  sector  to  lose  ground  over  the  past  two  weeks. 
Despite  this  small  setback,  consumer  nondurabies  still 
holds  the  best  52-week  record— a  gain  of  47.9%,  vs.  only 
31.5%  for  the  Wilshire  index.  The  recent  decline  in  the 
group  was  broad  but  shallow,  with  only  a  few  sharp  losses: 


Adolph  Coors,  which  fell  12%  in  the  two-week  period 
and  Marion  Labs,  which  fell  11%.  Marion,  at  62  times 
earnings,  has  nearly  tripled  in  less  than  a  year  on  hopes  fo 
its  new  hypertension  drug. 

The  strongest  of  the  nine  sectors  was  energy,  whicl 
gained  6.1%.  Five  other  sectors  outperformed  the  l.l°A 
advance  in  the  Wilshire  index. 


Percent  change  in  last  52  weeks  O-O 

Percent  change  in  last  two  weeks 

Capital  goods 

Consumer  durables 

Consumer  nondurabies  and  services! 

+  50  jr-^\y^ 
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Transportation 
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What  The  Analysts  Think 


Too  late  to  help.  The  oil  market  appears  to  be  stabilizing, 
and  Wall  Street  is  betting  that  things  will  improve  for  this 
industry.  But  security  analysts  don't  think  the  recovery 


will  come  fast  enough  to  boost  the  1986  earnings  of  mar 
oil  firms.  During  the  last  two  weeks  analysts  cut  the 
1986  estimates  for  energy  stocks  by  3.3%. 


Forecasting  the  Forbes  500 

Performance 
period 

Average 
earnings  per 

share  P/E 

latest  12  months 

1986  estimates 

1987  estimates 

$2.73  17.0 
3.36  13.8 
3.96  11.8 

; 

Rank  based  on 
change  in  estimate 

Sector 

Estimated  1986 
EPS  P/E 

%  change  in  1986  estimai 
in  2  weeks      in  4  week; 

1  Utilities 

$3.27 

11.2 

-0.22"/o 

-0.53% 

2 

Consumer  durables 

3.94- 

10.5 

-0.48 

-1.20 

3 

Consumer  nondurabies 

2.13 

17.2 

-0.57 

-0.61 

4 

Raw  materials 

1.81 

17.0 

-1.2fr 

-2.18 

5 

Finance 

3.31 

11.4 

-1.32 

-2.85 

6 

Technology 

2.56 

15.0 

-1.60 

-2.19 

7 

Transportation 

1.61 

17,3 

-1.76 

-6.57 

8 

Capital  goods 

2.41 

16.3 

-1.76 

-3.67 

9 

Energy 

2.13 

14.9 

-3.27 

-4.71 

r.ings  projections  arc  capitalization-weighted  consensus  estimates  (rom  over  2,000  security  analysts  Data  are  compiled  and  updated  continuously  hy  the  Institutional  Brok 
■3?:;T:ate  System  (IBESl,  a  service  of  Lynch,  lones  &.  Ryan,  a  New  York-based  brokerage  firm. 


Kv.  data  tor  periovl'  cf.dmg  8/28/86.  Prepared  by  Wilshire  Associates,  Santa  .Monica,  Calif.,  IBES,  a  service  of  Lynch,  lones  i<  Ryan,  New  York, 


ho  will  be  named 
the  richest  American  in  1986? 


Millions  of  readers  will  find  out  in  a  special,  high-interest  issue:  THE  1986  FORBES  400. 

Once  again,  our  team  of  experienced  editors,  writers,  reporters,  and  researchers  have  discovered 
more  intriguing  information  for  the  1986  list  of  The  Richest  People  in  America."  Mega-millionaires 
come  and  go -and  many  members  of  last  year's  400  will  be  replaced  by  a  new  line-up  of  the  solidly 
rich.  This  year's  required  net  worth  will  rise  to  $175  million.  .  .the  rich  get  richer! 

The  Forbes  400  is  a  special  extra  issue  of  the  magazine,  in  addition  to  Forbes'  regular  biweekly 
schedule.  It  represents  both  an  additional  opportunity  to  appear  in  Forbes  and  a  distinctive  editorial 
setting  for  your  advertising  messages. 

Advertisers  benefit  from  phenomenal  audience  interest,  high  media  visibility,  and  bonus  single 
copy  sales.  In  addition  to  720,000  subscribers,  150,000  extra  copies  will  be  distributed  to  news- 
stands where  they  will  be  on  sale  through  the  end  of  the  year-or  until  they  sell  out!  Forbes'  regular 
advertising  rates  and  frequencies  apply  to  this  special  issue,  and  all  advertisers  can  take  advantage 
of  the  reader  service  card. 

The  Forbes  400  is  one  of  the  best-selling  and  most 
exciting  magazine  events  of  the  year.  What  better 
place  to  advertise  exceptional  businesses,  services 
and  products  than  in  an  issue  that's  devoted  to  and 
read  by  men  and  women  who  look  for  the  very  best. 

Reserve  your  space  today.  Contact  your  local 
Forbes  representative,  or  call  Stephen  G.  Nicoll, 
Director  of  Advertising,  at  (212)  620-2278. 
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statistical  Spotlight 


The  old  Nifty  Fifty  crumbled  in  the  1973-74 
market  collapse.  Today's  glamour  stocks 
are  different.  Are  they  any  better? 


Another  nifty 


By  Michael  Ozanian 


IT  WAS  IN  the  early  1970s,  not  so 
long  ago,  really,  that  the  Nifty  Fif- 
ty were  trading  at  new  highs  as 
herd-following  institutions  bid  them 
to  absurd  multiples  of  their  earning 
power.  The  Nifty  Fifty  were  the  blu- 
est of  the  blue  chips.  They  were  "one 
decision"  stocks  because  you  bought 
them  and  put  them  away  forever. 
Then  they  were  demolished  in  the 
1973  stock  market  crash. 

Could  we  be  entering  another  era  of 
Nifty  Fifty  buying?  Once  again,  mul- 


tiples on  some  premium  blue  chips 
have  climbed  to  outlandish  levels. 
Once  again,  the  institutions  have 
their  favorites.  Before,  it  was  technol- 
ogy companies.  Now,  it's  media  com- 
panies, specialty  retailers,  consumer 
brand-name  companies — anything 
with  a  "franchise"  that  supposedly 
guarantees  everlasting  profits. 

We  turned  to  our  microcomputer  to 
find  50  current  favorites.  The  rules: 
Stocks  had  to  have  price/earnings  ra- 
tios between  20  and  50,  a  return  on 
equity  of  at  least  12%,  an  average 
annual  earnings  growth  of  at  least  9% 


over  the  past  five  years  and  at  lea 
30%  institutional  ownership, 
eliminated  shares  where  debt 
more  than  150%  of  equity  or  whei 
the  52-week-low  price  fell  under  $1 

Why  the  $  12  cutoff?  We  didn't  wai 
sizzlers.  We  wanted  to  turn  up  pre 
tige  companies,  which  usually  aren 
those  with  single-digit  prices. 

The  PC  kicked  back  a  predictab 
collection  of  retailers,  publishers  ar 
food  companies.  Many  of  them 
can-do-no-wrong  companies.  Th« 
are  the  subject  of  worshipful  profil 
in  business  magazines  and  best-cor 


The  new  Nifty  Fifty 


Ah,  the  fashions  of  Wall  Street.  Six  years  ago  Ames  for  a  dirt-cheap  5  times  earnings.  Now  Wall  Street  rates 
Department  Stores  had  a  33%  earnings-per-share  retailing  a  nifty  industry.  Despite  a  much  lower  growth 
growth  rate,  but  was  all  but  ignored  by  analysts  and  sold   rate,  Ames  gets  a  P/E  of  21. 


-Price- 


-Earnings  per  share — 


Exch 

Company/business 

recent 

52-week 
high  low 

recent 

-P/E  

1986  est 

latest 
12  months 

5-yr  avg 
growth 

Return  on 
equity 

Sales 
(million 

n 

Wal-Mart  Stores/discount  stores 

461/4 

53"«-23y4 

37.3 

30.6 

$1.24 

33 7o 

27.37o 

$8,451 

n 

Delta  Air  Lines/airline 

43y8 

49 1/8-36 '/« 

36.8 

13.3 

1.18 

46 

22.2 

4,684 

n 

Limited/women's  apparel 

31 

341/4-14% 

36.5 

27.2 

0.85 

49 

42.7 

2,387 

n 

Pep  Boys-Manny,  Moe  &  Jack/auto  parts 

471/2 

481/4-21  i/b 

35.7 

30.6 

1.33 

13 

17.6 

348 

n 

Toys  "R"  Us/toy  stores 

33 

34i/:-21 

35.5 

27.3 

0.93 

18 

18.4 

1,976 

n 

Analog  Devices/precision  instruments 

177s 

2474-14% 

34.4 

29.3 

0.52 

36 

15.6 

322 

n 

Bolt  5er;!nek  &  Newman/data  comm 

41i/« 

477k-281/8 

34.3 

31.4 

1.20 

55 

14.6 

138 

0 

Shared  Medicsl  Systems/health  care  svcs 

357k 

401/2-2678 

34.2 

23.3 

1.05 

12 

28.9 

312 

a 

Affiliated  Publications  newspaper 

63% 

677i-28V4 

33.0 

34.3 

1.93 

20 

19.2 

367 

0 

Stryker/healtb  care  products 

40 '/2 

44  -1278 

32.9 

30.0 

1.23 

18 

19.0 

102 

a:  American  Stock  Exchange     n  New  York  Stock  Exchange    o:  over-thc  counter 


Sources  Disclosure  II  via  Micro/Scan  Data  on  diskette  from  hys  Coip.  the  Institutional  Brokers  Estimate  Senice  (IBES):  Forres. 
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AXsT  BRINGS  YOU 

_  APROGRftM 

TlUOr  CONTINUES  TO 
MAKE  HISTORY 


Tlic  MacNcil/Lchrer 

EHSBOUR 


6 


Three  years  ago,  The  MacNeil/Lehrer  Report  became 
The  MacNeil/Lehrer  NewsHour— and  made  history  as  the  first 
hour-long  evening  news  program  on  national  television. 

Through  in-depth  analysis  and  interviews  with  expert 
guests,  Robert  MacNeil  and  Jim  Lehrer  have  been  helping  many 
of  us  better  understand  the  complex  world  we  live  in. 

We  at  AT&T  began  supporting  the  MacNeil/Lehrer 
approach  to  the  news  in  1979.  We're  still  doing  it  today 

We're  proud  of  the  association.  We  believe  it's  one  more 
reflection  of  our  commitment  to  excellence.  In  business.  And  in 
the  quality  of  life. 

The  MacNeil/Lehrer  NewsHour. 
Weeknights  on  PBS.  Have  a  look  for 
yourself.  See  why  we're  so  proud. 


AT&T 

The  right  choice. 


AT&T  1986 


panies-in-America  books:  Sigma-Al- 
dnch,  Dun  &  Bradstrect,  Hewlett- 
Packard,  OshkoshB'Gosh,  Automatic 
Data  Processing.  Wal-Mart,  at  37 
times  latest  12-month  earnings,  is  up 
700%  since  1981.  Oshkosh  B'Gosh, 
with  the  overalls  for  fashion-con- 
scious toddlers,  has  doubled  since  a 
public  offering  in  May  1985.  Not  sur- 
prisingly, more  than  half  of  these 
stocks  are  on  the  recommended  list  of 


one  or  more  prestigious  brokerage 
houses  such  as  Morgan  Stanley,  Salo- 
mon and  Kidder,  Peabody. 

"As  long  as  these  hot  stocks  can 
continue  to  pump  out  good  quarterly 
earnings  increases,  they  will  be  kept 
on  a  pedestal  by  Wall  Street  and 
should  continue  to  outperform  the 
market,"  says  W.  Thacher  Brown, 
who  runs  Drexel  Burnham's  money 
management  division.  But  Benjamin 


Weisman,  chairman  of  the  depart 
mcnt  of  business  at  Mercy  College  ir 
Dobbs  Ferry,  N.Y.,  responds:  "Even 
tually  someone  gets  your  company— 
your  competitors,  the  government  oi 
changing  fashion.  Those  who  bu\ 
stocks  at  lunatic  multiples  will  gc' 
punished."  The  multiples  below  art 
nowhere  near  as  lunatic  as  those  or 
the  original  Nifty  Fifty,  but  the> 
should  give  pause.  ■ 


The  new  Nifty  Fifty 


-Price- 


Exch  Company/business 


52-week 
high  low 


-P/E- 


1986  est 


— Earnings 

latest 
12  months 


per  share — 
5-yr  avg 
growth 


Return  on 
equity 


Sales 
(millions) 


n 

Safety-Kleen/industnal  services 

35'/; 

38 '74-21 1/4 

30.6 

27.1 

$1.17 

18% 

23.9% 

$  221 

o 

Molex/electronics 

56  -281/; 

29.6 

27.5 

1 .48 

14 

18.0 

253 

n 

Waste  Management/waste  disposal 

53 

55'/k-27% 

28.2 

25.6 

1 .88 

13 

16.6 

1,625 

0 

Sigma-AIdrich/specialty  chemical 

33  Vi 

391/2-I71/K 

28.2 

24.8 

1.19 

15 

23.2 

215 

n 

Rubbermaid/plastic  &  rubber  prods 

28i.'2-12'.'4 

28. 1 

26.6 

0.88 

16 

19.0 

671 

0 

Agency  Rent-A-Car/auto  rental 

lavi 

20y4-17 

27.6 

22.9 

0  68 

24 

27.4 

1 18 

0 

Hechinger/building  materials 

2 1  Vj 

Tot/      1  H  t/ 
2374—12  74 

If  .1 

22.4 

0.80 

20 

13.5 

479 

0 

Shoney's/restaurants 

30'/k 

31  -19'/» 

26.7 

24.7 

1.13 

20 

18.7 

541 

n 

Merck  &  Co/drugs 

1 13-V8 

1  i6y4-5iy4 

26.6 

24.5 

4.26 

9 

20.5 

3,548 

a 

Pall/metal  fabricating 

38 

44%-24 

26.6 

25.0 

1.43 

1 1 

19.8 

276 

n 

Safeguard  Business  Sys/business  forms 

\7Vi 

22Vk-13''4 

26.5 

16.7 

0.66 

1 1 

20.8 

224 

n 

Dun  &  Bradstreet/publishing 

WV/i 

120vh_701'i 

26.2 

24.8 

4.26 

14 

21.7 

2,772 

n 

Deluxe  Check  Printers/check  prmting 

69Vi 

73  VH-36y4 

26.1 

24.5 

2.65 

18 

29.4 

764 

n 

C  R  Bard/health  care  equip 

39% 

3978-1 6  Vi 

26.0 

24.2 

1 .53 

14 

17.6 

466 

n 

John  H  Harland/cneck  printing 

49Vs 

50%- 2  8 

25.6 

23.7 

1 .93 

18 

22.5 

245 

0 

New  Eng  Business  Svc/business  services 

50'/: 

601/2-23 1/2 

25.5 

21.5 

1.98 

20 

23.1 

158 

0 

Millipore/chemical 

31% 

35  -18 

25.2 

22.0 

1 .26 

26 

13.0 

367 

0 

Liz  Claibome/women's  apparel 

42  '.'2 

48'/2-12i/'2 

25.1 

23.2 

1.69 

51 

45.2 

557 

n 

Squibb/drugs 

1  17'/2 

124'/k-65i/s 

24.9 

22.5 

4.72 

27 

15.5 

2,042  1 

n 

Automatic  Data  Process/business  forms 

34 '/i 

38y4-23-y4 

24.6 

23.6 

1.40 

13 

16.8 

1,030 

0 

Noxell/cosmetics 

421.; 

47  -21% 

24.6 

22.8 

1.73 

17 

21.1 

382 

n 

Cray  Research/computers 

83% 

99%-44 

24.5 

21.6 

3.43 

43 

28.6 

380 

a 

New  York  Times/newspapers 

76V4 

84  -37y4 

25.1 

23.4 

3.06 

20 

19.8 

1,394 

n 

Browning-Ferris  Inds/waste  disposal 

43 ','2 

44%-24 

24.2 

23-3 

1-80 

16 

21.9 

1,145 

n 

American  Family/insurance 

36 

37'.-K-16% 

24.2 

19-1 

1.49 

31 

17  7 

955 

n 

Marriott/hotels  &  restaurants 

31% 

39  -I71/2 

23.7 

21.7 

1.34 

17 

21.8 

4,242 

n 

Abbott  Laboratories/health  care  products 

49V4 

55  -26% 

23.5 

21.7 

2.12 

16 

26.9 

3,360 

n 

Sysco/food  wholesaling 

30 '.'4 

33%- 17.% 

23.4 

22.4 

1.29 

12 

15.9 

2,628 

n 

Hewlett-Packard/electronics 

43  Vs 

48  -28% 

23.3 

21.3 

1.87 

9 

13.0 

6,505 

n 

Kellogg/food  processing 

541/4 

58%-27i/2 

22.8 

20.9 

2.38 

12 

48.0 

2,930 

n 

Harcourt  Brace  Jovanovich/publishing 

37% 

38 '.,-17'.-, 

22.7 

19.8 

1.66 

37 

18.1 

819 

n 

Knight-Ridder/newspapers 

511/4 

57%-331/H 

22.5 

19.6 

2.28 

9 

17.8 

1,730 

0 

Oshkosh  B'Gosh/children's  apparel 

52 

63   -28 '/2 

22.4 

20.7 

2.32 

37 

33.6 

162 

n 

Walgreen/drugstores 

36 1/2 

391/2-221 2 

21.9 

21.2 

r.67 

18 

21.0 

3,162 

0 

Commerce  Clearing  House/publishing 

59 

64   -331 2 

21.7 

20.8 

2.72 

12 

36.7 

454 

n 

Ames  Dept  Stotes/discovint  stores 

25 

34V8-I91/4 

21.0 

16.9 

1.19 

23 

14.5 

1,449 

n 

Family  Dollar  Stores/re.  iiling 

21'/: 

281/K-19 

20.9 

20.1 

1.03 

29 

27.0 

410 

0 

f'ic      Save/discount  stores 

21Xs 

30%- 12 1/2 

20.6 

17.3 

1.05 

20 

36.6 

278 

a 

Washington  Post/newspapers 

155 1/2 

1841/2-101 1.-2 

20.5 

20.1 

7.58 

27 

32.7 

1,079 

■  n 

Masco 'building  materials 

28% 

34 1/2- 15 1/4 

20.3 

19.6 

1.41 

12 

18.0 

1,154 

-r;c,in  Mock  Exch;inge.    n:  New  York  Stock  Exchange 

0:  over-tlie-cuuntc'i" 

Sources  Disclosure  II  t  ill 

Mia  o/Scan  Data  on  diskelle  fnini  ls\  s 

(  aip.  //)(■  hisiitutiotuil  Brokers  Estimate  Seivice  (IBES):  Fokhk-.. 
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The  1986  International 
Herald  Tribune  Reader  Survey, 
(based  on  responses  from 
13,057  IHT  readers  around  the 
world)  shows  that  one  reader  in 
10  has  a  net  worth  of  over  one 
million  dollars  (even  excluding 
the  value  of  main  home).  At  a 
current  paid  circulation  level 
of  170,000  copies  per  day,  this 
means  that  advertisers  in  the 
IHT  are  reaching  at  least 
17,000  doUar  millionaires 
around  the  world. 


They  are  also  reaching 
73,000  senior  managers,  141,000 
business  travelers  to  Europe,  . 
134,000  investors  in  securities 
and  150,000  credit  card  users. 

Your  International  Herald 
Tribune  representative  will  be 
happy  to  give  you  fuU  details  on 
the  world's  most  affluent  (and 
influential)  audience. 


The  Inteniational 
Heraldlribune 


Bringing  the  world's  most  important  news 
to  the  world's  most  important  audience. 


850  Third  Avenue  New  York  N  Y.  10022.  Tel  (212)  752-3890,  Telex  427175 


Tax  Refomi 
Is  Changing  The 
Municipal  Bond  Market. 

Should  it  re-form  your  thinking  on  tax-free  bonds? 

Here  are  some  key  questions  astute  investors  are  asking: 

o  If  28%  is  the  top  tax  rate,  should  I  still  be  interested  in  municipal  bonds? 

•  When  does  the  28%  bracket  really  mean  33%  —  or  more? 

•  What  effect  will  the  alternative  minimum  tax  have  on  municipals? 

•  Should  I  buy  long-term  or  short-term  bonds? 

•  What  should  I  do  with  the  bonds  I  have  now? 

•  What  types  of  municipal  bonds  will  tax  reform  affect  most? 

•  What  should  I  do  during  the  1987  transition  period? 

Whether  your  municipal  bond  portfolio  adds  up  to  $100,000  or  several  million 
dollars,  you  owe  it  to  yourself  to  find  out  how  tax  reform  will  impact  your 
holdings.  Kidder,  Peabody  will  give  you  the  answers  to  these  and  other  questions 
about  tax  reform  and  tax-free  bonds. 

Send  for  your  copy  of  Kidder,  Peabody's  special  issue  of  The  Municipal  Market, 
Past,  Present,  Future.  This  special  issue  is  14  pages  of  vital  information  about 

today's  tax-free  bond  market.  For  your  free  copy,  call:  T~~ — —   

1-800-345-8600,  Ext.  52.  Or  mail  the  coupon.  I  /      A&n.,^  I 


II 


Kidder,  Peabody     Attn:  Municipal  Bond  Dept. 

New  York,  NY  10005 


I  ,     1         10  Hanover  Square 

%D  V^O.  Incorporated 


founded  1865 

M.-t.il..TS  Nru)  York  urid  Amenrun  Srock  Ejchonges  f 

 over  60  offices  worldwide   1-800-345-8600,  Ext.  52  L  =fl-, 

PlcMse  send  me  a  free  copy  of  Kidder,  Peabody's  special  report  on  tax  reform  and  the  tax-free  bond  market. 

Name_ 


Addrpss 

Cifv 

St;lfp 

7ip 

Home  pi'one  Bus.  phone_ 

Kidder  !^'-3f  ody  &  Co.,  Inc.  1986 


U 
a. 
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Capital  Markets 


MONEY  &  INVESTMENTS 

The  tax  bill  will  change  much  in  the 
muni  market,  but  it  wont  change  the 
appeal  of  these  issues  for  individuals. 

THE  REAL  FACTS 


By  Ben  Weberman 


The  new  tax  bill:  Is  it  good  or  bad  for 
municipal  bonds? 

Tax  savings  on  municipal  bond 
interest  will  be  smaller  because  tax 
rates  will  be  lower.  That  has  been 
shrinking  the  value  of  tax-frees  as 
compared  with  taxable  issues.  Addi- 
tionally, some  corporations  that 
bought  tax-free  bonds  issued  for  pri- 
vate purposes  as  a  shelter  will  find 
these  issues  subject  to  minimum 
tax.  Banks  and  casualty  insurance 
companies  also  will  have  new  taxes 
to  pay  on  municipal  bond  interest. 

If  the  story  ended  there,  I'd  say: 
Stay  away.  But  it  doesn't  end  there. 
With  new  restrictions  on  the  types 
of  projects  that  can  be  financed  by 
munis,  the  supply  will  shrink.  So, 
even  with  demand  shrinking,  sup- 
ply will  shrink,  too. 

And  I  mean  really  shrink.  The 
^  muni  market  had  to,  and  did,  absorb 
$205  billion  in  offerings  in  1985. 
One  well-founded  estimate  con- 
cludes that  the  volume  of  new  is- 
sues in  1987  will  be  in  the  $75- 
billion-to-$85-billion  range.  Anoth- 
er $10  billion  will  be  created  to 
refund  outstanding  issues. 

We're  talking  here  about  a  shrink- 
age in  supply  of  well  over  50% .  Fur- 
thermore,  since  opportunities  in 


Beii  WehLTnuDi  is  senior  editor  of  l-'oims 
mai>azi>u> 


Other  tax-favored  investments  have 
been  cut  back  sharply,  munis  look 
that  much  better. 

Now  let's  look  at  the  advantages 
in  mums  for  individuals.  Even  with 
a  28%  tax  ceiling,  a  7%  long-term 
municipal  brings  the  same  aftertax 
dollars  as  a  taxable  bond  paying 
9.72%.  There  are  plenty  of  good  7%- 
plus  yields  available:  For  New  York 
residents.  New  York  State  Power 
Authority  Aa/AA-  bonds  due  in 
2001  through  2016  yield  in  the  7%- 
to-7.2%  range.  For  California  resi- 
dents, Los  Angeles  Dewaps  (Depart- 
ment of  Water  &  Power)  yield  7%  to 
a  long-term  maturity  of  2005. 

Here's  the  arithmetic:  Taxed  at 
28%,  a  7.2%  Treasury  yield  is  just 
5.18%  after  income  taxes;  a  7.2% 
muni  yield  is  still  7.2%. 

An  important  caveat:  Interest  on 
municipal  bonds  is  free  from  state 
taxes  in  the  state  of  origin  for  most 
high-tax  states.  New  York  does  not 
tax  issues  of  its  cities  or  governmen- 
tal agencies,  but  it  does  demand  a 
pound  of  flesh  on  interest  paid  by 
New  Jersey,  Connecticut  and  47 
other  states.  Massachusetts  and 
Minnesota  are  two  more  states  with 
high  taxes  on  interest. 

But  even  in  New  York,  where 
state  taxes  bite  13.5%  of  so-called 
unearned  income,  a  7%  out-of-state 
muni  beats  Treasury  bonds  when  it 
comes  to  aftertax  income — even 
though  the  Treasury  is  safe  from 
state  taxes.  A  New  York  State  issue, 
of  course,  is  safe  all  around:  no  fed- 
eral tax,  no  state  tax,  no  New  York 
City  income  tax. 

A  lot  of  so-called  private  purpose 
issuers — pollution  control,  indus- 
trial development,  housing,  sports 
stadiums  and  others  that  make  a 
profit — will  lose  the  right  to  sell 


tax-free  bonds  or  have  that  right 
curtailed.  But  if  you  buy  such  a 
bond  that  is  tax-free  today,  the  in- 
terest will  remain  tax-free. 

But  here's  another  warning.  In- 
come from  certain  private  purpose 
state  and  local  bonds  will  be  subject 
to  the  alternative  minimum  income 
tax  (AMT)  for  some  individual  tax- 
payers. This  could  mean  that  some 
of  your  tax-exempt  holdings  might 
be  less  tax-free  than  you  think. 

The  minimum  tax  will  apply  only 
to  the  returns  of  individuals  who 
have  lots  of  so-called  preference 
items:  certain  intangible  drilling 
costs,  for  example,  or  net  losses 
from  passive  investments  like  real 
estate  or  oil  and  gas  partnerships. 

The  AMT  would  apply  only  to 
interest  received  from  nongovern- 
mental, private  purpose  municipal 
bonds  that  were  issued  after  Aug.  7, 
1986,  but  not  to  private  purpose 
munis  issued  before  this  date. 

Municipal  bond  yields  already  re- 
flect these  distinctions,  notes  Smith 
Barney's  George  Friedlander.  This 
spells  opportunity  for  investors  who 
aren't  subject  to  the  AMT.  Some 
private  purpose  bonds  yield  up  to  75 
basis  points  more  (that's  $7.50  per 
year  per  $1,000  bond).  For  example, 
FGIC-insured  Wayne  County, 
Mich.  Detroit  Airport  8s  of  2014 
(subject  to  the  AMT)  are  yielding 
7.85%  now,  while  similar  insured 
Intermountain  Power  bonds  are 
yielding  7.20%. 

Be  careful  to  read  the  legal  opin- 
ions issued  when  a  bond  is  brought 
to  market.  Simply  because  a  bond  is 
labeled  a  general  obligation — a  full 
faith  and  credit  obligation  of  a  gov- 
ernment— it  cannot  be  assumed 
that  such  a  bond  will  be  for  public 
purpose.  The  test  is  that  no  more 
than  10%  of  the  proceeds  of  the 
issue  can  be  spent  for  private  pur- 
poses such  as  a  private  corporate 
project. 

Other  factors  will  prevent  the 
new  tax  bill  from  having  too  adverse 
an  effect  on  munis.  The  $214.3  bil- 
lion of  outstanding  municipals  held 
by  banks  at  the  end  of  1985  will 
keep  their  income  tax  benefits  and 
thus  are  unlikely  to  be  dumped 
upon  the  market. 

Add  it  all  up:  A  sharply  reduced 
supply,  a  likelihood  of  a  continuing 
decline  in  interest  rates  and  the  fact 
that  good  munis  tod-ny  yield  as 
much  as  Trcasurys,  and  you  come 
to  the  solid  conclusion  that  munici- 
pal bonds  ought  not  be  sold  by  indi- 
viduals. They  should  be  bought.  ■ 
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The  Contrarian 

MONEY  &  INVESTMENTS 

7??^  reports  on  the  death  of  value  stocks 
are  greatly  exaggerated. 


IS  VALUE  OUT? 


By  David  Dreman 


You  hear  it  more  and  more  these 
days,  from  both  the  average  investor 
and  many  of  The  Street's  "heavies." 
Value  stocks  have  had  a  great  run 
over  the  past  fev/  years,  but  times 
change;  today  they  are  fading  fast, 
v^^hile  the  small-cap  and  high-tech 
groups  sweep  ahead. 

I  disagree.  As  I  noted  in  my  last 
column,  we  are  at  the  midpomt  of  a 
major  bull  market.  If  this  proves 
right,  blue-chip  stocks  will  main- 
tain their  leadership  for  a  long  time. 
History  clearly  shows  it's  only  in 
the  final  stages  of  a  market  surge 
that  leadership  changes  and  the 
wild  and  woolly  issues  surge  sharp- 
ly ahead  of  quality. 

A  look  at  the  accompanying  chart 
indicates  where  we  are  today.  Since 
the  bull  market  began  over  four 
years  ago,  the  SikP's  .500,  which  rep- 
resents the  higher  quality  sector  of 
the  market,  has  easily  outdistanced 
the  indexes  representing  the  specu- 
lative segments — the  Hambrecht  & 
Quist  (technology)  and  the  Nasdaq 
and  Amex.  The  S&P's  is  up  172%, 
over  2'/2  times  the  gain  in  the  Ham- 
brecht &  Quist  Tndex  and  some  41% 
and  33%  bener  tL.m  the  Amex  and 


David  Dreman  is  managing  director  of  Dre- 
man &  Embry  larestmerit  Counsel.  New 
York,  and  author  c-f  "I-l  New  G^ntrarian 
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Nasdaq,  respectively.  (All  indexes 
are  dividend-adjusted.) 

If  you  look  at  the  figures  accom- 
panying the  table,  things  have  not 
changed  much  from  January  1985  to 
mid-August  of  this  year,  a  period 
when  the  more  speculative  caps 
were  supposed  to  have  easily  domi- 
nated. As  the  figures  under  the  chart 
show,  the  S&P's  through  this  period 
ran  ahead  of  the  Nasdaq,  outdis- 
tanced the  Amex  by  more  than  70% 
and  almost  tenfolded  the  Ham- 
brecht &  Quist.  In  the  past  AVi 
months,  as  the  bottom  row  of  fig- 
ures demonstrates,  the  S&.P's  rout- 
ed the  more  speculative  indexes. 
But,  again,  these  are  only  facts,  and 
facts  often  have  little  to  do  with 
how  experts  perceive  things. 

A  second  important  point  to  note 
is  that  when  speculative  stocks  get 
blasted,  it  takes  a  long  time  for  the 
players  to  come  back  to  the  table, 
normally  three  or  four  years,  some- 
times more.  And  blasted  the  Ham- 
brecht &  Quist  and,  to  a  lesser  ex- 
tent, the  Nasdaq  were.  These  two 
more  speculative  indexes  ran  wild 
in  the  early  part  of  the  bull  market, 
up  120%  and  100%,  respectively, 
from  mid-1982  to  mid-1983.  Subse- 
quently they  stalled  and  then 
cracked,  while  the  SiikP's  advanced 
steadily.  The  Hambrecht  Quist, 
for  example,  after  rising  120%  to 
mid- 1983,  lost  two-thirds  of  its  gain 
by  September  of  1985. 

The  patterns  seem  clear,  then, 
that  this  is  still  a  quality  market, 
which  means  there  is  a  strong  prob- 
ability of  further  major  gains  in 
these  stocks.  Further,  it  still  appears 
too  early  to  move  into  the  more 
speculative  groups. 

Good  money  should  be  made  in 
large  value  stocks,  such  as: 


Walter  Kidde  (29),  a  multiform 
company,  should  show  higher  earn- 
ings this  year  in  spite  of  a  poor  sec- 
ond quarter.  Kidde  presents  good 
value,  trading  below  its  current 
book  value  of  32,  with  a  P/E  of  1 1 
and  a  yield  of  3.4%. 

What  is  a  company  with  an  al- 
most 40%  return  on  equity  last  year 
worth?  Four  times  earnings  and 
three  times  cash  flow — that's  what 
the  market  appraises  Chrysler  ($40) 
at.  With  good  earnings  prospects, 
the  company  appears  significantly 
undervalued.  Cbtysler  yields  2.5%. 

Textron  (55)  is  off  15%  from  its 
recent  high,  primarily  as  a  result  of 
the  acquisition  of  Ex-Cell-O  Corp. 
and  Avco.  Both  companies  are  fairly 
priced  and  this  should  result  in  lit- 
tle or  no  income  dilution  this  year 
and  contribute  to  their  growth  be- 
ginning in  1987.  Earnings  should  be 
up  about  20%  in  1986.  Textron  has 
a  P/E  of  10  and  yields  3.2%. 

Bank  of  New  York  (66),  a  multibank 
holding  company,  has  a  12.3%  earn- 
ings growth  rate  through  the  past 
five  years  that  should  continue  in 
1986  and  1987.  The  stock  trades  at  a 
P/E  of  1 1  and  yields  3.4%.  ■ 

shcllo  Dell 

Quality  still  counts 


A  lot  of  people  who  should  know 
better  think  the  current  bull  market 
has  depended  on  good  gains  by  spec- 
ulative stocks.  Not  so.  Quality  has 
dominated,  and  value  is  still  there. 
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With  all  the  talk  about  taxes,  remember, 
they  are  only  one  reason  for  selling. 

PORTFOLIO  REFORM 


By  Ann  C.  Brown 


The  tax  reform  bill  of  the  half-cen- 
tury has  yet  to  be  sealed  and  deliv- 
ered to  the  President,  but,  come  Jan. 
1,  1987,  new  federal  revenue  rules 
are  all  but  certain  to  be  in  effect. 
True  to  my  earlier  prediction,  it 
looks  as  if  "the  poor  will  be  richer 
and  the  rich  and  the  corporations 
will  be  poorer"  (Forbes,  Jiaw  16). 
Nevertheless,  all  things  considered, 
the  wealthy  and  business  could 
have  come  off  worse.  Much  worse. 

And,  at  least  for  the  next  couple 
of  years,  the  newly  proposed  15% 
and  28%  (ex-surcharges)  rates  for 
individuals  and  the  34%  max  bite 
on  corporations  should  remain  un- 
touched. However,  after  Mr.  Rea- 
gan's departure,  his  successor  may 
have  little  choice  other  than  to  in- 
crease these  levels,  particularly  if 
the  budget  deficits  continue  high 
and/or  inflation  gathers  momen- 
tum— both  likely  probabilities. 

From  now  through  year-end,  you 
could  make  (or  save)  a  sizable 
amount  of  money  by  consulting  a 
tax  specialist  as  fast  as  you  can  say 
"Ronald  Reagan  signed."  Ask  about 
the  possibility  of  prepaying  this 
year  all  or  part  of  next  year's  state 
and  local  taxes.  Ask  about  fully 
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funding  your  1986  IRA  contribu- 
tion. Ask  about  taking  advantage  of 
the  current  deductibility  of  busi- 
ness expenses  associated  with  the 
generation  of  personal  investment 
income.  (For  example:  extending 
subscriptions  to  financial  newspa- 
pers, magazines  and  advisory  ser- 
vices; purchasing  computers  and 
other  office  equipment  related  to 
the  management  of  your  securities 
holdings;  prepaying  safe  deposit  box 
rentals,  etc.)  You  also  may  be  able  to 
pay  in  advance  for  certain  invest- 
ment-related services  such  as  in- 
come tax  preparation  fees,  financial 
counseling  charges,  bank  custody 
costs — your  tax  expert  will  know. 

Ask  whether  or  not  you  would  be 
well  advised  to  take  your  long-term 
capital  gains  this  year  and  postpone 
realizing  your  losses  until  1987  (un- 
less it  looks  as  if  you  stand  to  lose 
significantly  more  between  now 
and  then).  My  guess  is  that  the  deci- 
sion to  hold  or  sell  your  long-term 
gainers  (hold  the  short-term  gains  if 
you  can)  will  rest  primarily  on  the 
relative  attractiveness  of  each  issue 
vis-a-vis  others  that  could  offer  you 
equal  or  greater  total  return.  Bear  in 
mind  that  this  total  return  will  have 
to  be  made  on  less  money  reinvest- 
ed because  current  capital  gains  tax- 
es will  diminish  your  sale  proceeds. 
Your  accountant  can  work  this  out 
before  you  sell  so  you  will  be  able  to 
determine  if  you  might  not  be  better 
off  holding  on  to  what  you  have. 

With  all  the  talk  about  taxes,  re- 
member, they  are  only  one  reason 
for  selling — and  among  the  least  im- 
portant, at  that.  After  comparing 
the  total  returns  on  what  you  own 
with  what  you  might  otherwise 
own,  be  sure  you  weigh  other  fac- 
tors, such  as  portfolio  balance,  suit- 


ability for  your  individual  invest- 
ment objectives  and  your  ability  to 
assume  risk.  And  don't  forget  to 
consider  the  overall  economic  out- 
look. Do  you  really  want  to  realize 
your  long-term  gains  in  a  sound  de- 
fensive stock  and  buy  a  growth  cy- 
clical at  this  late  stage  in  a  business 
expansion? 

Decisions  ain't  easy — but  you  can 
decide  to  undertake  that  compre- 
hensive review  of  your  security 
holdings  you've  been  kicking  ahead 
for  years.  Not  only  is  your  individ- 
ual tax  situation  changing,  but  now 
so  is  the  tax  status  of  the  companies 
whose  stocks  you  own.  The  new 
minimum  tax  on  corporations  looks 
like  it  will  hurt  the  profits  of  far 
more  businesses  than  will  be  helped 
by  the  26%  drop  in  the  maximum 
corporate  tax  rate. 

One  of  the  fortunate  companies 
whose  earnings  could  get  a  boost  if 
and  when  the  tax  act  becomes  law  is 
McCrctiv-Ilill  (60).  Last  year  M-H  paid 
46%  in  taxes,  and  the  company's 
average  effective  tax  rate  for  1982- 
83  was  approximately  43.2%.  The 
new  lower  maximum  rate  could 
help  earnings  in  1987  reach  an  esti- 
mated $3.70  or  more  per  share,  up 
from  anticipated  1986  EPS  of  $3.10 
to  $3.20. 

Ralston  Purina  (73)  also  stands  to 
gain  from  a  lowering  of  the  corpo- 
late  max  tax  since  the  company 
paid  44.7%  in  taxes  in  1985  and  an 
estimated  43.1%  over  the  past  four 
years.  For  fiscal  1986  ending  this 
month,  RAL  is  estimated  to  earn 
$3.90  per  share,  with  $4.65  to  $4.70 
possible  for  fiscal  1987. 

Although  Sbeririu-Williams  (27) 
paid  33% -plus  in  taxes  last  year,  in 
recent  years  its  federal  revenue  pay- 
ments have  averaged  closer  to  40% . 
The  company  should  get  some  tax 
relief  and,  together  with  steady 
sales  growth,  report  earnings  per 
share  of  $2.25  or  so  in  1987.  SHW  is 
down  from  its  high  of  $32  earlier 
this  year  and  is  currently  back  in  a 
buying  range.  Target  price?  Around 
$36  per  share  a  year  from  now — or 
an  appreciation  potential  of  33%. 

Naming  names  of  other  attractive 
companies  that  also  could  benefit 
from  a  lower  corporate  tax  rate  and 
report  15%  or  more  per  share  earn- 
ings growth  next  year  in  addition  to 
being  relatively  resistant  to  sluggish 
economic  growth  should  it  contin- 
ue; Philip  .Morris  (75),  BhstolMyers 
(80),  Harsco  Coip.  (25),  Wm  Wrigleyjr 
(49),  Interco  Inc.  (44),  Super  Valu 
Stores  (23)  and  RfR  Nabisco  (54).  ■ 
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FINANCIAL  INFORMATION 
SO  INSIDE,  IT'S  ALMOST 
LIKE  BEING  A  MEMBER 
9F  THE  BOARD. 


'hen  it  comes  to  your  investments, 
ime  is  money"  is  not  a  cliche. 
3  gospel.  The  longer  it  takes 
it  >u  to  find  out  what  insiders  know, 
e  more  it  costs  you.  That's  why  it 
lysto  watch  Financial  News 
Btwork  on  cable  television. 

cm  6am  to  7:30pm,  Monday 
1J|  rough  Friday,  FNN  provides  a 
)nstant  stream  of  news  as  well  as 
)ck,  bond  and  commodity 
)dates  and  analyses. 


There  are  commentaries  and 
interviews  with  personalities  who 
are  a  veritable  "who's  who"  of 
business,  economics  and  personal 
finance.  There  is  also  FNN's 
continuous  coverage  of  NYSE 
and  AMEX  trading,  plus  the  only 
NASDAQ  "over  the  counter" 
stock  ticker  anywhere.  And  it's 
all  live  and  immediate.  In  fact, 
when  news  breaks,  FNN 
viewers  know  it  and  can  use 
it  within  minutes. 
That's  about  as  inside 
as  you  can  get. 


Another  benefit.  FNN  viewers  can 
also  purchase  DBC/MarketWatch 
services  for  real  time  stock  and 
option  quotes  direct  to  their 
personal  computers. 


FINANCIAL  NEWS  NETWORK 
AS  INSIDE  AS  YOU  CAN  GET 

So  tune  in  FNN  today. 
Consult  your  local 
cable  listings  for  the 
FNN  channel  or  call 
your  cable  operator. 
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There  is  always  some  go-go  investment 
yo-yo  with  more  dare  than  care  who  is 
hitting  the  jackpot— for  a  while. 

BE  CONSERVATIVE, 
NOT  CONVENTIONAL 


By  Kenneth  L.  Fisher 


Here's  a  paradox:  The  odds  are  over- 
whelming I  will  end  up  richer  by 
aiming  for  a  good  return  rather  than 
for  a  brilliant  return — and  sleep  bet- 
ter en  route.  Folks  who  seek  a  kill- 
ing usually  get  killed.  Gunslingers 
get  shot — and  often  in  the  foot — 
with  their  own  guns.  While  there  is 
always  some  guy  around  on  a  red- 
hot  streak,  his  main  function  is  to 
tempt  the  rest  of  us  into  becoming 
fools  and  paupers. 

Don't  get  me  wrong.  I'm  all  for 
above-average  returns — if  they're 
achievable  over  the  long  haul.  Plen- 
ty of  pros  have  double-decade-long 
and  highly  visible  records,  ranging 
from  15%  to  20%  annually.  But 
40%?  Peter  Lynch  of  the  Fidelity 
Magellan  Fund  has  done  almost 
that  well  for  a  decade,  but  he  is 
alone.  He  was  sound,  skillful,  lucky 
and  is  humble  enough  to  tell  you 
that  the  odds  of  repeating  his  spec- 
tacular performance  in  the  next  de- 
cade are  remote.  And  you  don't  need 
it  anyway. 

A  return  of  15%  to  20%  annually 
is  a  lot  more  than  most  folks  realize, 
or  need.  If  a  30-year-old  with 
$10,000  in  an  IRA  gets  15%  annual- 
ly, he'll  be  a  millionaire  before  nor- 
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mal  retirement.  That's  the  power  of 
compound  interest.  If  that  same  30- 
year-old  were  to  sock  away  another 
$2,000  per  year  at  15%,  he  would 
end  up  as  a  65-year-old  $3  million 
fat  cat.  At  20%,  it's  an  incredible 
$13  million. 

That's  a  lot,  but  it's  not  too  much 
to  ask.  The  two  most  definitive 
studies  ever  on  long-term  returns, 
the  Ibbotson/Sinquefield  and  Fish- 
er/Lorie  studies  (available  in  better 
libraries  everywhere),  both  point  to 
average  annual  returns  for  the  stock 
market  of  9% -plus  per  year  going 
back  to  the  mid- 1 920s.  So  15%-to- 
20%  per  year  is  really  66% -to- 100% 
better  than  the  market  as  a  whole. 
That's  tough  but  doable. 

Consistency  is  the  key.  Regulari- 
ty. It  is  close  to  impossible  to  get  a 
good,  long-term  rate  of  return  if  you 
suffer  serious  negative  numbers  en 
route.  It's  in  the  math.  A  single  year 
that  is  down  30%  means  you  have 
to  get  30%-per-year  positive  returns 
for  the  next  four  years  to  get  back  on 
track  for  a  15%  annual  average.  Or, 
if  you  score  20%  annually  for  four 
years  and  then  suffer  a  30%  decline, 
your  five-year  annual  average  return 
is  only  7% . 

It  brings  me  back  to  some  early 
lessons — ones  that  were  learned  in 
my  first  years  as  a  professional.  I 
assisted  my  father  in  preparing  an 
obscure  book,  now  long  out  of  print, 
called  CoHseririti/v  /iircstors  Sleep 
Well.  My  biggest  contribution  to  the 
book  was  the  title.  But  its  contribu- 
tions to  me  were  numerous.  Work- 
ing on  it  taught  me  that  getting  a 
good  return  does  not  necessarily  re- 
quire extra  risks. 

If  you  buy  unpopular  stocks  of 
good  companies,  most  of  the  risks 
have  already  been  wrung  out.  Most 


important,  it  taught  me  that  most 
folks  do  better  when  using  a  com- 
fortable style,  allowing  them  to 
sleep  well  at  night — partly  because 
people  think  more  clearly  when 
they  arc  comfortable. 

But  don't  confuse  comfortable 
with  conventional.  Conventional 
means  following  past  rules  blindly. 
Conventional  folks  took  horren- 
dous after-inflation  losses  buying 
bonds  in  the  1960s  and  1970s. 

Conventional,  no,  but  conserva- 
tive, yes.  By  conservative  I  mean 
trying  for  two-base  hits  rather  than 
swinging  for  the  fence.  It  means 
combining  knowledge  and  proce- 
dure to  minimize  risks  relative  to 
potential. 

Take  a  lesson  from  longtime 
newsletter  writer  Charles  Allmon,  a 
grizzled  and  grouchy  old-timer  who 
has  never  had  a  year  when  he  topped 
the  Hulbert  newsletter  ratings.  Yet 
his  long-term  record  is  right  at  the 
top  because  he  has  done  pretty  well 
regularly  and  avoided  the  boom- 
bust  cycles  that  most  of  the  single- 
year  top  performers  have  suffered. 
The  very  same  knowledge  that 
avoids  pitfalls  helps  build  returns 
through  buying  undervalued  securi- 
ties without  taking  fliers  on  the  lat- 
est fad. 

Take  a  reverse  lesson  from  the 
flamboyant  and  famous  Freds — Fred 
Alger,  Fred  Carr  and  Fred  Mates, 
who,  along  with  Gerry  Tsai,  were 
the  top-performing  "go-go"  mutual 
fund  gunslingers  of  the  mid-1960s. 
After  a  brief  stint  as  shooting  stars, 
they  were  driven  from  the  mutual 
fund  world  as  their  booms  busted. 
Mates,  for  example,  who  was 
among  the  top  performers  of  1968, 
was  among  the  worst  in  1969,  and 
lost  investors  90%  of  their  assets  in 
the  next  six  years.  Easy  come,  easy 
go.  Alger  is  back,  with  a  multi- 
million-dollar advertising  campaign 
that  claims  a  great  20-year  "audit- 
ed" performance  record  that  some- 
how seems  to  ignore  the  disaster  of 
his  1960s  mutual  fund. 

That's  why  I  say:  Be  comfortable 
and  conservative  but  not  conven- 
tional. Conventional  means  going 
with  the  fads  and  following  the  in- 
crowd  hotshots,  who  will  lead  you 
to  disaster.  Why  try  to  double  your 
money  in  a  year  with  horrendous 
risk  when  an  achievable  long-term 
return  will  make  you  rich  without 
exposing  you  to  potential  poverty? 

Here  are  three  stocks  I  think  fit 
that  bill  right  now:  Uni>bes  Supply 
(23),  Ipco  (12)  2Lnd JcDncsimY  (25).  ■ 


The  Adventurers. 


For  26  million  mature  Americans,  it's  the  time  of  their  life. 


New  jobs.  New  hobbies.  New 
interests.  For  most  of  mature 
America,  every  day  is  a  new 
adventure.  Like  never  before, 
they're  feeUng  a  lot  better.  About 
themselves,  their  lives,  their  con- 
tributions to  society.  For  the  first 
time,  they  have  new  time  to  exer- 
cise their  bodies,  their  minds,  their 
options.  They're  pouring  their  new 
found  energy  into  new  projects. 
Helping  to  fight  crime  in  their 
communities.  Doing  something  as 
basic  as  learning  to  cook.  Discov- 
ering life's  simple  little  pleasures 
all  over  again. 

For  26  million  mature  Americans, 
the  authority  on  their  new  lifetime 
is  Modern  Maturity  Magazine. 
In  every  issue  minicourses  educate.  Articles 
stimulate.  Opening  new  horizons, broadening  their  vision, 
teaching  them  about  new  health, 
new  food,  new  culture.  Helping 
them  chart  their  new  life  course. 
For  fifty  and  beyond,  the  real 
adventure  is  only  just  beginning. 

If  you  have  something  to  say 
to  mature  America,  add  your 
voice  to  their  voice-in-print. 
Modern  Maturity  For  advertis- 
ing details,  call  Peter  Hanson 
at  (212)  599-1880. 


Modern  Maturity 

The  beginning  of  a  new  lifetime. 
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MONEY  &  INVESTMENTS 

7??^  summer  was  a  surprisingly  good 
time  for  the  hulls  in  the  hog  and  belly 
markets.  Now  whafs  in  store? 


HITCH  YOUR  WAGON 
TO  A  HOG 


By  Stanley  W.  Angrist 


My  column  before  last  was  devoted 
to  some  helpful  hints  for  technical 
traders.  Here  I  turn  to  fundamental 
analysis.  It  should  be  kept  in  mmd 
that  both  groups  are  dependent  on 
history  to  arrive  at  forecasts.  Tech- 
nicians use  price  history;  funda- 
mentalists use  previous  years'  sup- 
ply and  demand  data.  Neither  is  the 
Holy  Grail;  but  both  can  be  useful. 

Jack  Schwager,  director  of  futures 
research  at  PaineWebber  in  New 
York,  created  a  model  of  the  hog 
market  that  suggests  that  both 
methods  work.  First,  he  looked  at 
the  supply  side  of  the  equation  by 
estimating  the  number  of  hogs  to  be 
marketed  in  the  June  through  No- 
vember period.  He  got  his  estimate 
by  assuming  the  slaughter  this  year 
would  be  the  same  fraction  of  the 
market  hogs  on  farms  on  June  1  as  it 
was  last  year.  He  obtained  a  second 
estimate  in  a  similar  way,  but  in 
this  case,  based  his  slaughter  num- 
ber on  the  December  through  May 
1986  pig  crop.  He  found  that  histori- 
cally the  reliability  of  the  predicted 
slaughter  could  increase  by  averag- 
ing the  two  estimates.  Schwager 
came  up  with  a  June  through  No- 
vember hog  kill  of  40.4  million 
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head.  That's  the  supply  picture. 

Pork  demand,  Schwager  says,  is 
affected  by  three  factors:  1 )  beef  sup- 
ply, since  it  is  a  pork  substitute;  2) 
poultry  supply,  also  a  substitute; 
and  3)  inflation — since,  all  else  be- 
ing equal,  inflation  implies  in- 
creased demand.  More  pork  will  be 
consumed  at  each  nominal  price 
level  since  each  quote  represents  a 
lower  price  in  real  dollar  terms.  A 
reduction  in  beef  or  poultry  supply 
implies  higher  prices  for  those 
meats  and  increased  pork  demand. 

Schwagcr's  model  for  predicting 
real  hog  prices  (inflation  adjusted)  is 
a  regression  equation  that  uses  esti- 
mates of  commercial  slaughter  of 
hogs,  cattle  and  broilers.  His  calcu- 
lations state  that  December  hog  fu- 
tures should  average  53  cents  dur- 


Piggies  and  markets 


Using  a  regression  model.  Jack 
Schwager  of  PaineWebber  has 
predicted  price  ranges  in  cents 
per  pound  for  December  and 
June  hog  futures  under  three 
supply-and-demand  assump- 
tions. These  projections  would 
allow  traders  to  devise  a  strate- 
gy that  might  be  profitable. 


December  hog  futures 

Assumption 

Low 

Average 

High 

Bullish 

49-53 

57 

63-66 

Neutral 

45-49 

53 

58-61 

Bearish 

41-45 

49 

53-56 

June  hog  futures 

Assumption 

Low 

Average 

High 

Bullish 

51-56 

62 

66-67 

Neutral 

47-52 

57 

61-65 

Bearish 

43-48 

52 

56-60 

ing  the  July/November  period.  But 
he  shows  that  there  is  a  recent  ten- 
dency for  prices  to  fall  short  of  fun- 
damentally implied  prices.  Using 
past  data  as  a  guide,  he  estimates 
prices  will  range  between  a  high  of 
58  cents  to  61  cents  and  a  low  of 
between  45  cents  and  49  cents.  This 
IS  his  so-called  neutral  forecast. 

He  makes  a  bullish  (8%  above 
neutral)  and  bearish  (8%  below  neu- 
tral) forecast  to  arrive  at  the  range  in 
the  table.  Using  an  estimated  De- 
cember 1986  through  May  1987  hog 
kill,  he  came  up  with  a  similar  set  of 
projections  for  the  price  range  for 
that  period  for  the  June  futures  con- 
tract. Schwager  feels  the  neutral 
and  bearish  scenarios  are  more  like- 
ly to  occur  than  is  the  bullish  one. 

Keep  in  mind  when  considering 
these  results  that  the  real  world  of 
hog  prices  is  a  good  deal  more  com- 
plicated than  Schwager's  model. 
And  that  the  model  itself  uses  esti- 
mates of  important  quantities  to  ar- 
rive at  price  projections.  Neverthe- 
less, that  is  the  price  one  must  pay 
(no  pun  intended)  when  using  fun- 
damentally based  models. 

June  appears  underpriccd,  while 
the  December  contract  seems  fully 
priced.  So  a  spread  of  long  June/ 
short  December  hogs,  with  Decem- 
ber at  least  at  a  650-point  premium, 
looks  like  a  reasonable  trade — based 
on  Schwager's  fundamental  analy- 
sis. A  profit  of  400  points  ($1,200 
per  spread)  looks  reasonable  to  me, 
while  risking  no  more  than  150 
points  ($450  per  spread).  The  mar- 
gin on  this  trade  would  be  $400.  The 
round-turn  commission  at  a  dis- 
counter should  be  about  $40. 

A  look  at  the  belly  market  reveals 
another  trade  of  interest.  By  study- 
ing the  ratio  of  the  price  of  February 
bellies  to  February  hogs,  Schwager 
found  that  historically,  during  sum- 
mer and  fall,  February  bellies  sell  for 
as  little  as  the  price  of  February  hogs 
to  as  high  as  1.55  times  that.  Cur- 
rently, the  contracts  are  trading 
near  the  high  end  of  this  range.  This 
suggests  that  a  trade  of  long  hogs/ 
short  bellies  is  reasonable  if  it  can 
be  done  with  the  belly/hog  ratio  in 
exctss  of  1.50.  Two  contracts  of 
hogs  should  be  bought  for  each  belly 
contract  sold.  Risk  no  more  than 
$  1 ,000,  and  exit  the  trade  for  a  profit 
when  and  if  the  ratio  drops  to  1.25. 
The  margin  would  be  about  $2,400. 
The  round-turn  commission  would 
be  one  spread  commission  plus  one 
outright  commission,  or  about  $65 
at  a  discount  broker.  ■ 
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oin  the  party,  get . . . 

lie  Sayings  of 
Mairman  Malcolm 


"Gems"  said  USA 
Weekend.  "Irrepressi- 
ble", said  The  Princeton 
Packet.  Guess  what.  Over 
1,000  of  the  Chairman's 
Sayings  have  now  been 
published  in  a  set  of 
two  sUm  green  and  gold 
volumes  to  the  delight 
of  readers  and  reviewers. 
"Ideal  fare  for  lovers  of 
the  zip  read".  "Malcolm 
Forbes  is  more  than 
willing  to  offer  his  two 
fcents  worth  on  most 
any  subject".  Two  cents 
worth  times  1,000  is 
$20.  You  can  have  them 
all  at  the  bargain  price 
of  $18,  slipcase  and  ship- 
ping included.  Be  pro- 
voked and  amused,  fill 
out  and  return  the  cou- 
pon today. 

lat  they  said  about  the  first  printing. 

i  ust  read  your  book,  and  it  was  delicious.  I  ate  it." 
j  Ann  Landers,  Daily  News,  New  York 

low  have  we  done  so  well  for  so  long  without  it? 
is  little  book  is  witty,  wise,  serene,  sometimes 
)er  and  at  other  times  tipsy;  but  always  great, 
jrific,  and  in  all  ways,  well  worth  its  price." 

The  Nashville  Banner 

\/e  read  it  and  I  recommend  it  to  you  uncondi- 
jnally.  It  is  a  terrific  book,  with  a  thousand  things 
it  you'll  want  to  repeat  and  memorize  . . ." 
Barry  Gray,  Radio  Station  WMCA,  New  York 

is  unlikely,  though  possible,  that  students  at  the 
larton  and  Harvard  Business  Schools  will  wander 
ough  the  quad  with  this  little  green  book  open, 
morizing  Forbes  capitalistic  pearls.  On  the  other 
id  maybe  they  should." 

John  Weisman,  Los  Angeles  Times 


"Right  On,  Mr.  Chairman" 

— Publishers  Weekly 

"A  dinner  of  fortune  cookies" 
— Newsday 


Chairman  Malcolm 
pens  more  of  his  wealth 
of  wisdom.  Forbes  has 
covered  a  lot  of  ground 
and  so  do  his  sayings: 
Gems. 

USA  Weekend 

The  Malcolm  Forbes 
sayings  in  this  latest  col- 
lection are  clearly  the 
fi-uit  of  deep  contempla- 
tion. Right  on,  Mr. 
Chairman. 

Publishers  Weekly 


Reading  Malcolm 
Forbes'  latest  is  a  lot 
like  having  a  dinner  of 
fortune  cookies.  You 
get  assorted  amuse- 
ments, even  though  it's 
clear  there's  not  much  at 
the  center. 

Newsday 

A  collection  of  auda- 
cious wit  and  irrepress- 
ible opinions,  the  pithy 
epigrams  apply  to  all  of 
life's  situations. 

Princeton  Packet 
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(  )  Send  me  "The  Further  Sayings  of  Chairman 
Malcokn".  My  check  for  $8.95  plus  95^  for  ship- 
ping and  handling  enclosed. 

(  )  Better  still!  Send  me  the  set  of  two  volumes 
in  matching  green  slipcase  for  only  $18  (shipping 
and  handling  included).  Check  enclosed. 

Send  to: 


Name 


(please  print) 


Address 


L 


City 

Please  add  sales  tax  for 
New  York  State  and  other 
states  where  applicable. 


State  Zip 
Forbes 

()0  Fifth  Avenue 
New  York,  NY  10011 
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MONEY  &  INVESTMENTS 

In  a  wide  range  of  professions,  mom  and 
dad  suddenly  no  longer  want  to  see  their 
kids  following  in  the  parental  footsteps. 

"I  DON'T  GET 
NO  RESPECT" 


By  SruUy  Blotnick 


In  the  1950s,  1960s  and  well  into 
the  1970s  it  was  common  for  par- 
ents in  certain  professions  to  want 
their  children  to  choose  the  same 
line  of  work  as  their  own.  In  three 
cases  out  of  four,  on  average,  law- 
yers wanted  their  kids  to  be  law- 
yers; doctors,  doctors;  accountants, 
accountants;  optometrists,  optome- 
trists; and  dentists,  dentists.  Three 
of  four  of  the  policemen  I  surveyed 
20  years  ago  felt  the  same  way. 

The  past  decade  has  seen  a  sharp 
reversal  in  these  attitudes.  In  recent 
surveys  I  found  that  only  about  one- 
third,  on  average,  of  the  members  of 
these  six  professions  now  v/ant 
their  children  to  follow  in  their 
footsteps,  a  record  low  in  the  post- 
World  War  II  period. 

What  caused  this?  Not  money. 
"My  colleagues  and  I  have  never 
made  more  than  we're  making 
now,"  said  a  radiologist  whose  1985 
income  exceeded  $350,000,  as  will 
this  year's.  A  59-year-old  CPA  in 
Wasbmgton,  D.C.:  "I'm  earning 
more  than  I  ever  thought  I  would." 

So,  what's  the  problem?  Two 
things.  Mature  members  of  these 
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fields,  seeing  the  crowding  in  of 
younger  people  at  the  lower  ends  of 
their  professions,  worry  about  fu- 
ture competition.  As  a  conse- 
quence, they  feel  their  profession  no 
longer  commands  the  respect  it 
once  did.  Important  as  money  is,  the 
latter  factor  seems  the  decisive  one. 

Thirty  to  40  years  ago  doctors  of- 
ten earned  modest  incomes  or  were 
paid  in  food  or  services.  Few  were 
prosperous,  but  all  were  looked  up 
to.  What,  then,  made  doctors 
choose  the  field  in  the  first  place, 
much  less  stick  with  it  during  hard 
times?  "The  desire  to  serve  human- 
ity," a  recently  retired  pediatrician, 
74,  told  me,  "got  me  into  medicine. 
I  know  that  sounds  corny  and,  by 
today's  standards,  maybe  even  na- 
ive. But  it's  the  truth." 

It's  an  odd  tradeoff:  Physicians  in 
the  1950s  had  smaller  incomes  and 
were  accorded  great  respect.  Now 
the  reverse  is  so.  They  were,  inci- 
dentally, rarely  sued — not  only  be- 
cause they  didn't  have  deep  pockets 
but  also  because  of  the  high  regard 
in  which  they  were  held  by  the 
community.  The  upshot  is  that 
while  86%  of  the  physicians  I  sur- 
veyed in  1966  wanted  their  children 
to  enter  the  field  of  medicine,  only 
38%  currently  favor  this  idea. 

Similarly,  among  lawyers  today 
only  3 1  %  of  the  sample  want  law  as 
the  profession  for  their  children, 
whereas  the  figure  recorded  two  de- 
cades ago  was  81%.  Established 
lawyers  I  talk  with  usually  cite  "a 
glut"  as  the  main  reason  for  their 
revised  view.  Said  one:  "From  1955 
to  1980  there  was  an  insatiable  de- 
mand for  people  with  law  degrees, 
fueled  by  the  explosion  of  govern- 
ment regulation  and  new  theories  of 
liability  and  responsibility.  Now 


we're  in  an  era  where  the  trend  is 
toward  less  regulation."  With  glut 
comes  contempt:  The  lawyers  in 
my  sample  often  mention  that  they 
resent  the  negative  image  the  legal 
profession  presently  suffers. 

Optometrists  and  dentists — with 
30%  and  24%,  respectively  (as  corn- 
pared  with  79%  and  78%  in  1966)— 
also  worry  about  future  income.  An 
optometrist  in  Chicago:  "The  main 
problem  is  the  chains,  such  as  Ster- 
ling, Pearle  and  Eckerd.  They  adver- 
tise; we'd  prefer  not  to.  They  are 
open  long  hours — offer  essentially 
'curb  service' — and  we  don't  want 
to.  Also,  they  compete  on  the  basis 
of  price,  and  we  shouldn't  have  to 
do  that.  They're  making  our  lives 
difficult."  And,  as  some  of  his  peers 
note,  the  chains  lower  public  regard 
for  any  professional  service  that  can 
be  duplicated  in  a  department  store. 

A  dentist  in  Philadelphia  summa- 
rized his  profession's  woes:  "When 
fluoridation  was  first  proposed,  I 
thought  it  was  bringing  every  hys- 
teric and  nut  job  out  of  the  wood- 
work to  oppose  it.  Well,  it  should 
have  brought  out  dentists  in  droves, 
too.  It's  destroying  the  field.  Most  of 
the  1 1 -year-olds  I  see  today  have  no 
cavities.  None.  This  country 
doesn't  need  more  dentists." 

Negative  comments  about  the  ac- 
counting field's  prospects  are  based 
largely  on  congressional  proposals 
for  a  simplified  tax  structure.  "That 
will  mean  reduced  need  for  our  ser- 
vices," said  a  CPA  in  Minneapolis, 
"since  fewer  taxpayers  will  itemize 
their  deductions."  The  result  is  that 
instead  of  75%  advising  accounting 
as  the  best  career  choice  for  their 
children  (as  was  the  case  in  1966), 
the  figure  has  fallen  to  37%. 

Finally,  only  11%  of  policemen 
whose  fathers  were  cops  want  their 
children  to  become  one  (vs.  76%  in 
1966).  Reviewing  the  replies  of  253 
officers  in  New  York  and  Los  Ange- 
les, I  found  the  comments  to  paral- 
lel remarkably  those  made  by  medi- 
cal professionals.  Where  doctors 
worry  about  being  sued,  police  wor- 
ry about  physical  danger.  More  to 
the  point,  both  fret  about  their 
dwindling  positions  in  the  commu- 
nity. A  representative  remark  from 
a  Los  Angeles  policeman:  "You 
don't  mind  facing  danger  every  day 
if  people  admire  you  for  it.  They 
don't  anymore."  Said  a  second,  a 
New  York  policeman:  "There  is  lit- 
tle respect  today — everybody  thinks 
you're  out  for  yourself,  on  the  take." 

The  common  threads  here:  pres- 
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cnt  affluence  combined  with  an  un- 
characteristic concern  about  the 
field's  economic  future;  and  a  dwin- 
dling prestige  as  compared  with  a 
previously  elevated  status. 

Is  all  this  bad?  It  appears  likely  to 
a  variety  of  experts  I  have  inter- 
viewed that  there  will  be  a  change 
for  the  better  in  the  kind  of  young 

'  person  drawn  to  each  field.  In  the 
future  these  professions  will  be  peo- 
pled more  often  by  those  who  are 
truly  involved  rather  than  by  the 
many  who  told  me  during  annual 
surveys  in  the  1970s  and  early  1980s 
that  they  were  attracted  primarily 
by  money  and  prestige. 

Listen  to  Portland,  Ore.  attorney 
John  J.  Haugh,  a  member  of  the 
board  of  directors  of  Notre  Dame 
Law  School  and  president-elect  of 
the  Western  States  Bar  Association: 
"We  probably  do  have  too  many 
lawyers,  but  it  is  my  belief  that  we 

I  don't  have  enough  good  ones.  My 
advice  to  those  considering  law  as  a 
career  today  would  be  to  proceed 
only  if  they  have  uncommon  dedi- 
cation, impeccable  integrity  and  su- 
perb communication  skills." 
Walter  Primoff,  a  CPA  and  the 

I  director  of  tax  policy  of  the  New 
York  State  Society  of  CPAs,  told 
me:  "Accounting  won't  be  the  same 
field  in  the  future.  There  are  tre- 
inendous  opportunities  opening  up. 
There  might  be  less  '1040  work' 
[connected  with  the  Apr.  15  filing 

j  for  individuals),  but  the  CPA  is  go- 

I  ing  to  become  a  team  leader  whose 
main  function  will  be  to  act  as  a 
general  financial  adviser  to  busi- 

!  nesses,  to  make  sure  that  no  con- 
flicts develop  between  personal  fi- 
nancial, business  and  estate  plans." 

Choosing  a  field  "for  the  love  of 
It"  may  sound  frivolous  to  some. 

;  These  people  often  ask  sarcastical- 
ly, "If  it  doesn't  pay  well,  why  both- 
er with  it?"  But  the  evidence  I  have 
collected  shov/s  that  modest  earn- 
ings in  the  beginning  of  one's  career 
have  less  predictive  value  than  has 
previously  been  thought,  and  high 
earnings  in  one's  mature  years  after 
a  slow  start  are  surprisingly  com- 
mon. In  fact,  those  whose  main  mo- 
tives for  a  career  choice  were  money 
and  prestige  did  relatively  poorly  as 
the  decades  passed,  frequently 
winding  up  neither  rich  nor  respect- 
ed. Instead  of  camp  followers  who 
want  to  be  wherever  the  glitter  is, 
we  are  likely  in  coming  years  to 
have  more  truly  dedicated  practitio- 
ners who  really  want  to  be  part  of 
these  essential  professions.  ■ 


CORPORATE 
REPORT 


A  SPECIAL  FORBES  ADVERTISING  SERVICE 
FOR  INVESTORS  AND  THE  FINANCIAL  COMMUNITY 


N  New  York  Stock  Exchange       A  American  Stock  Exchange 
O  Over-the-Counter       P  Pacific  Stock  Exchange 


GLOBAL  ENERGY  LIMITED  0 
PUTINUM  FOUND  IN  ARIZONA!! 

An  OTC  pennystocl(  mining  company,  has  announced  the 
discovery  of  PLATINUM  GROUP  METALS  in  their  Oro 
Grande  gold  mine  near  Wickenburg,  Arizona. 

According  to  Richard  Jensen,  President  of  the  company, 
the  grade  of  the  PGMs  are  equal  to  or  better  than  the  PGMs 
found  in  the  Stillwater  complex  in  Montana,  the  only  known 
platinum  reserves  m  the  U.S.A.  Drilling  has  delineated  huge 
reserves,  in  the  millions  of  tons  and  limited  production  is 
scheduled  for  December,  1986. 

(For  further  information  please  call:  Mr.  Lester  Reid, 
Mining  Analyst,  Cenpac  Securities,  at  1-800-431-3949.  In 
Arizona  call  957-0000  or  Richard  Jensen  1-801-943-6884.) 


GRAPHIC  MEDIA,  INC.  0 
GRAPHIC  MEDIA  ACQUIRES  LARGEST 
NEW  JERSEY  AD  AGENCY 

FAIRFIELD,  N.J.,  Aug.  15— Graphic  Media,  Inc.  (OTC, 
NASDAQ:  GMED),  creators  of  multi-media  communications, 
and  The  Venet  Companies,  New  Jersey's  largest  advertising 
agency,  today  announced  that  Graphic  Media  has  acquired 
Venet  for  an  undisclosed  amount  of  cash  and  stock. 

ZaI  Venet,  chairman  and  chief  executive  officer  of  the 
agency,  will  retain  those  titles  and  will  be  nominated  for  the 
Graphic  Media  board. 

Venet  is  a  full-service  agency,  founded  in  1954,  with 
recent  annual  billings  of  almost  $70  million. 

It  also  provides  fully  computerized  pre-press  production 
services  through  its  VPS  division  in  Cranford,  N.J.  and 
produces  audio/visual  materials  at  the  studios  of  its  Mayer 
Visual  Communications  division  in  New  York.  Media  services 
are  offered  by  another  division,  LF  S  Media  Services. 

G.  James  Saveriano,  chairman  and  chief  executive  officer 
of  Graphic  Media,  said.  "This  acquisition  will  make  Graphic 
Media  a  dominant  force  in  the  industry.  The  synergy  between 
the  two  companies  will  enable  both  of  them  to  provide 
clients  with  a  far  wider  range  of  services. " 

Graphic  Media  last  week  announced  it  had  signed  a  letter 
of  intent  to  acquire  the  assets  of  Mann  &  Greene  Color,  Inc., 
a  privately  held,  N.Y. -based  color  print  production  firm. 

Graphic  Media  provides  the  latest  in  visual  communica- 
tions services  to  satisfy  the  motivational,  training,  promo- 
tional and  advertising  needs  of  more  than  300  of  the 
Fortune  1000  companies. 

(Contact:  John  Mattei,  President,  Graphic  Media  Inc.  373 
Route  46  W.,  BIdg.  E.,  Fairfield,  N,J.  07006.  (201)  227-5000.) 


NMS  PHARMACEUTICALS  INC.  0 

NMS  (OTC:  NMSI)  has  received  approval  from  the  FDA  to 
market  "Fortel",  its  home  ovulation  test  for  the  drugstore.  The 
test  predicts  the  time  of  the  month  during  which  a  woman  is 
most  likely  to  conceive.  The  market  for  ovulation  tests  is  $325 
million  and  growing  at  10%  per  year. 

NMS  is  a  biotech  company  with  major  interests  in: 
controlled  drug  delivery  through  the  skin,  antiviral  drugs, 
advanced  allergy  tests  and  diagnostic  kits  for  doctors  and 
drugstores. 

(Contact;  Joseph  Irani,  1533  Monrovia  Ave..  Newport 
Beach  Ca.  92663.  (714)  645-2111.) 


PLY-GEM  INDUSTRIES  INC.  A 
ANNOUNCES  RECORD  SECOND  QUARTER 
AND  FIRST  HALF  RESULTS 

New  York,  July  29— Jeff  rey  S.  Silverman,  chairman  of  PLY- 
GEM  INDUSTRIES  INC.  (AMEX:  PGI),  the  national  manu- 
facturer of  specialty  wood  and  filtration  products  and  the 
largest  distributor  of  specialty  woods  to  OEMs  in  the  United 
States,  announced  today  that  sales  and  net  income  for  the 
second  quarter  and  six  months  ended  June  30, 1986.  reached 
the  highest  levels  in  the  company's  history. 

Second  quarter  1986  sales  reached  a  record  $59,156,000, 
an  increase  of  38  percent  over  the  $42,780,000  posted  in  the 
corresponding  1985  quarter.  Net  income,  also  at  record 
levels,  rose  175  percent  to  $2,401  000,  or  30  cents  per 
primary  share,  from  $874,000,  or  15  cents  per  primary  share. 

For  the  first  six  months  of  1986,  record  sales  of 
$109,715,000  were  31  percent  higher  than  first  half  1985 
results  of  $83,494,000  and  net  income  advanced  120  percent 
to  a  record  $4,413,000  from  $2,009,000.  Primary  net  income 
per  share  has  56  cents  based  on  an  average  of  7,830,000 
shares  outstanding  compared  with  35  cents  per  share  earned 
in  the  prioryear  period  which  was  based  on  5,795,000  shares. 
The  over  two-million-share  increase  in  actual  and  average 
shares  outstanding  is  attributable  to  the  sale  of  stock  to  the 
PLY-GEM  Employee  Stock  Ownership  Trust  in  June  1985,  the 
Durchase  of  Allied  Plywood  Corp.  in  November  1985,  and  the 
conversion  by  some  holders  of  the  company's  10  percent 
subordinated  convertible  debentures  during  the  1986  second 
quarter. 

Commenting  on  PLY-GEM'S  record-setting  performance, 
Silverman  said,  "This  is  the  best  quarter  in  our  history,  even 
eclipsing  this  year's  record  first  quarter  results.  Six  month  net 
income  almost  equals  1984's  record  full  year  profits  of 

$4,498,000." 

Noting  that  net  income  for  the  second  quarter  increased 
175  percent  on  a  38  percent  increase  in  sales,  Silverman 
credited  the  PLY-GEM  companies  with  achieving  operating 
efficiencies  through  the  sharing  of  technology,  marketing, 
distribution  channels  and  also  joint  purchasing.  "At  PLY- 
GEM,  synergy  is  a  reality,"  Silverman  added,  "and  we 
continue  to  look  for  companies  to  acquire  that  are  compatible 
with,  and  will  add  value  to,  our  existing  operations." 

With  all  PLY-GEM  companies  turning  in  strong  perfor- 
mances, additional  distribution  centers  slated  to  open  and 
successful  product  introductions  such  as  designer  wall 
paneling  with  the  look  and  feel  of  wallpaper  continuing, 
Silverman  stated  that  sales  and  profits  for  1986  will  be  the 
highest  in  the  company's  43-year  history. 

PLY-GEM  INDUSTRIES  INC. 
(Consolidated) 


3  mo  ended  lune  30 


6  mo  ended  Junf  30 


Net  sales 
Net  earnings 

Earnings  per 

share 
Primary 
Fully  diluted 

Average  shares 
Primary 
Fully  diluled 


1986 
159.156,000 
$  2.401.000 


$.30 
$.25 


8,002.163 
11,236,723 


1985 
J42  780  000 
i  871.000 


5  IblAl 
$  15(A1 


5.920.856(A) 
9,543,678(A1 


1986 
$109,715,000 
$  4.413,000 


$.56 
$.48 


7,827.695 
11.274.172 


1985 
583.494,000 
S  2.009.000 


S  35IA) 
J31(A1 


5,794,;i4(A) 
9.415,321(A) 


(Al— Restated  to  lellect  Three  lor  two  slock  split  eltected  March  12,  1986 

(Contact:  Jeffrey  S.  Silverman,  chairman  of  PLY-GEM 
INDUSTRIES,  INC.,  919  Third  Avenue,  New  York,  N  Y. 
10022(212)832-1550). 


(For  further  advertising  information 


"12)  620-2371.) 


s  Market/ 


REAL  ESTATE 


REAL  ESTATE 


REAL  ESTATE 


REAL  ESTATE 


To  You  in  Forbes  400 


In  Rochester,  NY  there  is  only  one! 

Rochester,  NY  will  be  proud  of  you  when  you  come  in  on  top  of  the  town.  There  is  only  one  -  build 
your  elegant  home  in  the  sky  on  28  acres  of  the  highest  woodland  in  the  area.  A  prominent, 
dramatic  landmark.  There  is  no  other  like  it.  Great  fishing,  boating  &  sailing  on  Lake  Ontario 
and  famous  Finger  Lakes  to  the  south.  You  overlook  the  city  of  Rochester  and  Lake  Ontario, 
elevation  742'  -  higher  than  the  view  from  a  20  story  building,  yet  only  2  miles  down  into 
midtown  Rochester.  Sculptured  by  nature,  having  the  magnificence  and  value  of  the  finest 
Rembrandt.  Just  4  miles  to  Rochester  Airport  and  45  minutes  into  the  NY  area. 

Phone  716-288-5694,  Rochester  Sky  Top  Inc. 
22  Ramsey  Park,  Rochester,  NY  14610 


CORPORATE/FAMILY  ISLAND  RETREAT 
SALMON  LAKE,  MONTANA 

Finished  in  late  1985,  this  extraordinary  log  and  masonry  home  was  designed  and  built 
by  a  successful  entrepreneur  for  his  family,  friends,  and  business  associates  as  an  exotic 
year-round  residence  and  playground.  Located  just  40  miles  northeast  of  Missoula,  the 
property  is  readily  accessible  by  commercial  air.  In  addition  to  the  island  main  lodge, 
there  is  a  2  bedroom,  2  bath  log  shorehouse  for  caretakers,  boats,  and  vehicles. 

A  total  of  55  rooms,  including  10  bedrooms  (which  can  sleep  32  people),  14 
bathrooms.  3  kitchens,  conference  rooms,  full  universal  equipped  gym  and  steamroom, 
a  servants'  apartment,  plus  indoor  and  outdoor  whirlpool  tubs,  five  fireplaces,  and  a 
lighted  helipad  on  the  4-acre  island  (400  feet  from  the  shore),  create  a  property  that  has 
to  be  seen  to  be  comprehended.  The  complex  has  a  sophisticated  communications 
network,  built-in  security/fire  systems,  and  a  computer  monitored/controlled  environ- 
itiental  system  that  exemplifies  efficiency.  All  boats,  vehicles,  furnishings,  utensils, 
linens,  plus  an  extensive  western  art  collection  are  included.  No  trades.  Contact 
"ANUKA",  P.O.  Bl\  569,  Seeley  Lake,  MT  59868. 

40*-677-2288  •  714-863-3067 


MADISON  VALLEY  RANCH-Over 
I4,(XX)  deeded  acres  plus  leases  and  permits 
in  a  solid  block  from  the  Madison  River  to 
the  National  Forest  boundary,  just  south  of 
Ennis.  Montana.  This  balanced  ranch  is 
considered  to  be  the  best  operating  unit  in 
this  prestigious  valley.  Formerly  offered  at 
more  than  twice  its  current  asking  price  of 
$2,250,000.  Sellers  desirous  of  a  fall  clos- 
ing —good  management  in  place— cattle  and 
equipment  have  been  liquidated.  Contact 
Exclusive  Agent  for  the  Sellers,  Hall  and 
Hall  Incorporated,  P.O.  Box  1924, 
Billings,  MT  59103,  (406)  252-2155. 


GOAT  CHEESE  FARM 

Nationally  acclaimed  &  profitable — 
will  train  buyer.  Experienced  staff  avail- 
able. Excellent  tax  shelter.  77  acres  NY 
finger  lakes  wine  country .  Elegant  mod- 
ernized 1880's  house,  sauna,  pond,  or- 
chard, woods,  riding  trails.  $240.(XX). 
Forbes  Box  #302, 60  Fifth  Avenue 
New  York,  NY  10011 


FOR  SALE. 

*  Binghamton 

377,600  sq.  ft,  including 
78,400  sq.  ft.  office  space; 
16'-18'  ceilings. 

*  Horseheads 

110,000  sq.  ft.,  including 
9,000  sq.  ft.  office  space; 
24'  ceilings  at  eaves; 
30  acre  site 

*  Horseheads 

1,500,000  sq.  ft.,  including 
51,000  sq.  ft.  office  space: 
18'-20'  ceilings;  95  acre 
site 

These  plants  are  just  a 
sampling  of  the  90 
buildings  and  40  industria 
parks  available  in  the  New 
York  State  Electric  &  Gas 
Corporation  service  area. 
For  further  information  anc 
full- service,  no-cost 
relocation  service,contact 
Dick  D'Attilio,  Manager, 
Industrial  Development, 
New  York  State  Electric  & 
Gas  Corporation,  4500 
Vestal  Parkway  East, 
Binghamton,  New  York 
13903.  Or  call  (607) 
729-2551. 

m  low  COST  AITFRNATM 


r^ew  Yort'  Sisfe  E lectnc  &  G<3s  Corporarxy, 


DONATE  REAL  ESTATE 

of  any  kintj  as  a  tax  deduction  to  a  nai 
non  profit  educational  group.  We  are ; 
ethical  IRS  501-C-3  professional  socie 
without  any  disallowance  in  our  16  i 
history. 

AMERICAN  SOCIETY  FOR 
ENVIRONMENTAL  EDUCATION 
call  collect  East:  603-643-3536 
West:  714-496-3238 


Own  Spectacular  Land, 
40  acres  in  the  Colorado 
Rockies.  $30,000  and  up,  1' 
down,  9%  financing.  Write 

Forbes  Wagon  Creek  Ranch 

Box  303,  Fort  Garland,  CO  8113 
(303)  379-3263 


brbe  i^apitalistTboI 


REACH  THE  PEOPLE  WHO  OWN 
AND  RUN  AMERICA'S  BUSINEsd 


EorbesMaiket/ 


YACHTS 


DONATE  YOUR  BOAT 

Receive  Cash  +  Tax  Savings 

Vith  a  bargain  sale  to  a  chanty,  our  cash 
lurchase  +  your  income  tax  savings  give 
ou  a  substantial  financial  return, 
Urplanes.  Real  Estate  &  Motor  Vehicles 

\MERICAN  INSTITUTE 
800-826-6840 
FL:  305-772-5773 


mSCELLANEOUS  FOR  SALE 

NVESTMENT  GEMSTONES! 
lUARANTEED  LIQUIDITY!!! 

e  wholesale  catalog.  Satisfaction  Gtd 
18  yrs!  Member:  Jewelers  Board  of 
de,  Chamber  Commerce,  American 
m  Trade  Assn. 

HOUSE  OF  ONYX 
I  No.  One  Main  Street 

'     Greenville,  Kentucky  42345 
TOLL  FREE  1-800-626-8352 


BINDERS 


SLIP  CASES 
OR  BINDERS 


In  red  and  gold 
leatherette. 
Slipcase:  $7.95; 
three  for  $21.95 
Binders:  $9.95 
three  for  $27.95 
Add  $1  per  unit  postage  card 
handling.  Send  check  to: 
lESSE  lONES  BOX  CORP. 
Dept.  FB,  P.O.  Box  5120 
Philadelphia,  PA  19141 
Or  call  1-800-972-5858 


FORBES 
IMARKET/CLASSIFIED 

5  published  in  the  first  issue  of 
ach  month.  Advertising  clos- 
ig  date  is  one  month  preced- 
\g  date  of  issue. 
1  Frequency  discounts  avall- 
ble.  Payment  must  accom- 
any  order  unless  from  ac- 
redited  agency. 

FOR  ADDITIONAL  INFORMATION 
WRITE  OR  CALL: 
UNOA  LOREN 
ORBES  MARKET/CLASSIFIED 

SO  Fifth  Avenue/New  York,  NY  10011 
(212)  620-2440 


BUSINESS  OPPORTUNITiES 


A  BUSINESS 
OPPORTUNITY 
i^^W'     PACKAGED  JUST  FOR  YOU 

'  In  the  Dynamic,  Fast  Growing 

Packaging,  Shipping  &  Mail 
Services  Industry 

•  Complete  Turn-Key  Operation 

•  Single-Unit  and  Area  Franchises 

•  S33K  Minimum  Investment 

•  In  Business  For  Yourself,  Not  By  Yourself 
11059  E  Bettiany  Dr,  Ste  211,  Aurora,  CO  80014 

i -800-833-2821  •(303)  752-3500 


WINE  CELLARS 


WINE  CELLARS 


BE  THE  BOSS 

Own  a  Sir  Speedy  Printing  Center  fran- 
chise. Over  600  others  have,  ask  them. 
Call  today  for  free  information. 

Spoedy* 

Printing  CmntBn 

23131  VERDUGO  DRIVE 
LACUNA  HILLS,  CA  92653-1342 
CALL  1-800-854-3321 


BUSINESSES  FOR  SALE 
BY  OWNERS 
ACROSS  THE  NATION 
NO  BROKERAGE  FEES 
BUYING  OR  LISTING 
INQUIRIES  WELCOME 


ALLIED  BUSINESS  LISTING  SERVICES,  INC 


Toll  Free  800-527-2766  or  in  TX  214-980-9724 
PC  BOX  610544     DFW.TX  75261 


mtEia^  ''^■000  BUSINESSES 
m-y^l*  FROIVI  COAST 

^sQiflPl  TO  COAST 

No  Brokerage  Commission 
Inquiries  &  listings  welcome 
BUSINESS  OWNERS 
MULTIPLE  LISTING  SEIA/ICE 
Toll  Free  800-327-9630 
V«P/  in  Flo  coll  800-533-4663 


COMPUTERS 


TANDY-EPSON: 


Our  lOth  year  of  DISCOUNTS 
COIVIPUTERS  &  CELLULAR  PHONES 

Fgt  Prepaid  Save  Tax 
^        Toll  Free  800-231-3680 

Ifff  mflRYmflC  INDUSTRIESINC 

22511  Kaly  Fwy. 
Kaiy  (Houslon)  TX  77450 
1-713-392-0747  Telex:  774132  


SHARING 


IS  CARING 


WlNECELLARS-USA    ^  > 

High-Quality  •  American  Made  BH 
LifetitneWarranty  on  Redwood  Racks 

Custom  Rack  Systems  and  Cellars  from  600  -  20,000  Bottles  '  BS 

StandardFeatures:  Wood  Construction*  IndifidiuilBoItle  Nesting  B|B 

5  Yr  Warranty  on  Compressor*  Uni/orm  Temperature  &  Humid-  ■MM 
ity  and  Proper  Aeration*  120  VAC  operation-No  Special  Wiring 

Retail  YourCost  WBK 

440  Bottle  (Pictured)  $2495  $1495  |k 

880  Bottle  Twin  Unit   4495  2795 

Earn  $  1 00  or  more  commission  on  sales  from  your  leads . 

Our  cellars  are  bigger,  better  &  cost  less!  Request  our  catalog  of 

rare  wines  &  other  cellars,  we  are  licensed  wine  merchants — Call 

Olympic  Sales  Co.  Since  1947 

839S.LaBreaAve.,  Los  Angeles,  C  A  90036'  Visa/AmEx/MC 
(800)421-8045orinCA(213)937-3221    >    We  Ship  Anywhere. 


ART  &  ANTIQUES 


EXECUTIVE  GIFTS 


PORTRAITS 
IN  MARBLE 


Life  size  portrait  busts  in  white  Carrara 
marble.  Hand  carved  from  photographs 
by  distinguished  Italian  sculptors.  Like- 
ness guaranteed.  $6,000- $7,500.  For 
offices,  homes,  public  display  Profile 
bas  reliefs  on  bronze  plaques  also 
available.  Catalog  of  classic  statues  $5 

ELEGANZALTD.    America's  foremost 
importers  of  European  statues. 
3217  W  Smith,  *914 
Seattle,  WA  98199  •  206-283-0609 


BUSINESS  SERVICES 


'  macanudorothschilb' 

■  cigars  35%  off!  ■ 

I  (6W  RG42.  Box  Of  25)  | 

I  (SAVES16  7S)| 

Wrapper  choice  Natural.  Claro  or  Maduro 

I Also  rock  bottom  prices  on  Iresh,  perfect  ■ 

Partagas,  Don  Diegos,  H.  Upmanns.  I 
Ramon  Allones,  Royal  Jamaicas, 

I    Montecruz.  FREE  catalog  800-  672-5544  I 

■  (NY  State  212-221-1408)  Send  check  or  ■ 

IM  0  —add  shipping  $1  00  lor  first  box,  _ 

50Cea  add  I  box  NY  res  add  sales  tax  I 

Offer  expires  Oct  31 .  1986  ■ 

I  FAMOUS  SMOKE  SHOP| 

Depi  77.55W39lhSt  New  york  NY  10018  ■ 


EXECUTIVE  SERVICES 


Fortune  Cookies 
w  With  YOUR  Sayings 

Great  for  Sales,  Promos,  Parties 
Ship  Anywhere 

Minimum  order:  ^x^T 
100  cookies 
Toggle  Inc.  (212)  724-2047 


Neck  Ties  Narrowed 

Rediscover  some  old  friends 
We  II  narrow  your  closet 
classics  to  a  stylish  3  '/s"  (or 
state  width)  Great  birth- 
day or  Christmas  gift 
Send  S 1 3  50  (or  each  set 
of  3  ties  to 
SLIM  TIES  CO. 
44  f\/tonterey  Blvd .  Dept  O 
San  Francisco.  CA  94 1 3 1        |41S|  S8S-6100 


FXECUTIVE  GIFTS 


USE  OUR  TOLL  FREE  800  LINES 
FOR  YOUR  NEXT  PROMOTION! 

Get  the  800  advantage  to  increase  prof- 
itability. Save  time  &  money.  We'll 
take  orders,  leads,  &  messages.  24 
hours  a  day.  All  50  States  &  Canada. 
Professional  &  Economical  Service. 
AMERICAN  ADVANTAGE  800. 
1-800-628-2828  ext  iOO. 


ALL  NAIVIE  BRANDS 

RAST-FRESH-CHEAP 

1-800- JR-CICAR 


FAST  FACTS 
ABOUT  FORBES 
SUBSCRIBERS: 


★205,762  serve  on 
their  companies' 
board  of  directors 


♦267,572  serve  on 
boards  of  one  or 
more  companies 


★707,270  own 
securities.  Average 
value:  $615,240 


★Total  paid  circula- 
tion: 720,000 


★338,400  are  in  top 
management  positiotis 


★Average  household 
income:  $124,060 


★Average  Net  worth: 
$915,313 


PI^^^^B  Streetwalker 


Next  in  line? 

With  France's  L'Air  Liquide  buy- 
ing Big  Three  Industries,  inves- 
tors smell  interest  in  another  supplier 
of  industrial  gases,  $1.6  billion  (sales) 
CBI  Industries,  Inc.  Recently  CBI's 
price  rose  above  30  on  heavy  volume. 

CBI's  main  business  is  the  design 
and  building  of  steel  v^'ater  and  oil 
storage  tanks  for  the  energy  industry, 
but  in  1984  it  acquired  Liquid  Carbon- 
ic Corp.  The  latter's  industrial  gases 
now  account  for  over  half  of  profits. 
CBI  is  expanding  that  business  into 
the  food-processing  and  other  special- 
ized markets.  CBI  also  ovs^ns  21%  of  a 
Panamanian  oil  pipeline,  a  Caribbean 
blending  terminal  and  real  estate  for 
development  in  Newport  News,  Va., 
Hilton  Head,  S.C.  and  Salt  Lake  City. 

Of  course,  the  recent  news  has  been 
dismal.  Last  year  CBI  took  an  $88 
million  aftertax  writedown  on  oil  and 
gas  assets  and  cut  the  dividend.  This 
year  Gary  Schneider  of  Bear,  Stearns 
looks  for  earnings  of  only  75  cents  a 
share,  well  below  I982's  $5.06. 

Yet  analyst  Schneider  thinks  CBI  is 
a  buy.  Next  year  he  expects  CBI  to 
recover  to  $2  or  more.  In  a  breakup,  he 
says  the  assets  would  be  worth  $36  to 
$45  a  share— 20%  to  50%  above  mar- 
ket. Straw-in-the-wind:  Money  man- 
ager Mutual  Shares  Corp.,  very  con- 
scious of  breakup  values,  owns  3.5% 
of  the  stock. — Thomas  Jaffe 


Coal-tarred 

Coal  is  in  oversupply,  so  Becor 
Western,  Inc.,  formerly  Bucyrus- 
Erie,  is  hurting.  Becor  manufactures 
surface  mining  machinery  like  walk- 
ing draglines  and  blast  hole  drills.  But 
$381  million  (sales)  Becor  has  another 
business  that's  stayed  in  the  black.  In 
1 98 1  the  South  Milwaukee-based 
firm  bought  Western  Gear,  which 
makes  flight  controls  and  weapons 
delivery  systems.  Thanks  to  Western, 
Becor  should  earn  10  cents  a  share 
this  year  and  20  to  30  cents  in  1987. 

Still  dismal,  but  bottom  fishers  see 
a  possible  breakup.  Becor  has  been 
selling  operations  that  make  equip- 
ment for  the  steel,  oil  and  marine 
industries.  It  has  written  down  and 
shut  other  plants.  As  of  June  it  had 
S31  million  in  cash.  $1.90  a  share,  but 
that  excludes  over  $15  million  from 
rf,CKnt  asset  sales.  Its  pension  fund  is 
overfanded  by  at  least  $25  million. 
A,<:  cujrent  takeover  multiples,  the 


Becor  Western  electric  niiiiiiif^  shore/ 
Asset  values  to  unearth? 


bottom  fishers  think,  the  aerospace 
division  could  be  worth  $150  million 
or  more.  At  a  recent  NYSE  price  of  12 
or  so  on  16.4  million  shares,  Becor's 
market  value  is  only  about  $200  mil- 
lion (with  long-term  debt  less  than 
$50  million).  So,  ex  the  cash  and  de- 
fense business,  investors  might  be 
getting  the  rest  almost  for  nothing. 
While  the  mining  machinery  business 
is  in  the  dumps,  it  still  runs  a  positive 
cash  flow  and  is  bound  to  recover 
someday.  For  the  patient  investor 
there  could  be  close  to  $20  a  share  of 
value  here  on  a  $12  stock. — T.J. 


Downright  uplifting 

Up-Right,  Inc.  manufactures  porta- 
ble and  mobile  work  platforms. 
Its  products  range  from  aluminum 
lighting  trusses  for  concert  halls  to 
self-propelled  elevating  platforms 
used  by  NASA  to  work  on  rocket  en- 
gines. The  $49.1  million  (sales)  com- 
pany also  makes  grape  harvesters. 

Headquartered  in  Berkeley,  Calif, 
and  brought  public  in  1980  by  high- 
tech mavens  Hambrecht  Quist,  Up- 
Right  ran  to  1 5 'A  after  the  initial  offer- 
ing but  fell  as  low  as  3 'A  by  1982. 
Recent  price:  8'/k. 

With  Europe  and  Asia  accounting 
for  36%  of  sales  and  42%  of  operat- 
ing profits,  Up-Right's  earnings  last 
year  were  penalized  by  unfavorable 
currency  translations,  forcing  the 
company  to  set  up  big  reserves.  But 
here's  why  broker  Alan  Hoefer  of 
Burlingame,  Calif. 's  Hoefer  Arnett 
likes  the  stock;  With  the  dollar 
weaker,  foreign  profits  are  coming 
back  strongly,  and  Up-Right  is  work- 
ing through  those  reserves,  improv- 
ing its  balance  sheet.  Book  value  cur- 
rently is  growing  more  rapidly  than 
retained  earnings. 
The  stock  now  sells  for  3.8  times 


cash  flow  and  slightly  below  book 
Hoefer  estimates  1986  earnings  at  $1 
a  share,  vs.  57  cents  last  year.  Nexi 
year  he's  looking  for  $1.25  a  share,  Sc 
Up-Right  trades  for  6.5  times  estimat 
cd  1987  earnings.  (Employees  owr 
38%  of  the  3  million  shares.) 

Says  Hoefer:  "With  the  kind  of  ra 
tios  Up-Right  has,  I  don't  think  I'll  ge 
bagged  in  this  stock." — T.J. 


Circuit  breaker 

In  the  1970s  Kollmorgen  Corp.  wa: 
a  high-tech  star.  But  earning! 
peaked  in  1981  at  $  1 .30  a  share,  and  i 
has  been  downhill  ever  since.  Lately 
the  $311  million  (sales)  company': 
main  business,  printed  circuit  boards 
has  been  hit  by  weak  demand.  Spe 
cialty  direct-current  motors  also  havt 
sputtered.  In  the  electro-optical  busi 
ness — submarine  periscopes  and  th< 
like — the  high  cost  of  developing  ; 
military  infrared  scanner  system  hurt 
Last  year  the  Hartford,  Conn.-base« 
firm  lost  64  cents  a  share,  and  will  ent 
1986  as  much  as  40  cents  in  the  red. 
However,  analyst  E.  Robert  Quas 
man  of  Oppenheimer  Co.  note 
Kollmorgen  is  selling  its  photocir 
cuits  division  for  more  than  book,  an« 
he  thinks  the  rest  of  the  electronii 
interconnection  business  would  brin; 
a  premium.  The  same  goes  for  thi 
other  operations.  The  company  als< 
has  some  promising  new  technologie 
coming  to  market,  including  magnet 
ic  bearings  and  a  process  of  plating  oi 
ceramic.  Quasman  says  Kollmorgei 
is  worth  in  the  low-  to  mid-20s,  vs.  . 
recent  Big  Board  price  around  15.  In 
siders  own  17.5%  of  the  12  millioi 
fully  diluted  shares. — T.J. 


A  new  paint  job? 

The  hot  do-it-yourself  market  ii 
home  decorating  is  heating  up  fui 
ther  as  interest  rates  fall.  Home  Depo 
is  expanding  fast;  so  are  K  mart' 
Builders  Square  warehouses;  Wicke 
may  be  making  a  comeback;  an 
more.  One  chain  not  in  the  spotlighi 
though,  is  $338  million  (sales)  Stan 
dard  Brands  Paint  Co.  of  Torrance 
Calif.,  which  runs  129  stores  in  tei 
western  states.  SBP  has  also  beei 
growing  quickly.  Trouble  is,  the  coin 
pany's  gross  margins  are  down,  advei 
tising  is  up  and  annual  earnings  ar 
stalled  around  $1.50  a  share. 
SBP  is  rich  in  real  estate,  howevej 


It  owns  practically  all  its  stores  plus 
the  land  they  are  built  on.  It  also  owns 
its  warehouses  and  manufacturing  fa- 
cilities (SBP  makes  pamt  and  related 
products).  All  this  is  on  the  books  for 
roughly  $125  million,  vs.  an  estimat- 
ed market  value  of  nearly  twice  that, 
or  close  to  the  IS'A  a  share  that  SBP 
sells  for  on  the  Big  Board. 

Those  asset  values,  some  think, 
provide  a  floor  for  the  stock.  If  SBP 
turns  around,  it's  a  sleeper  at  current 
prices,  they  say.  If  it  doesn't,  with 
insiders  owning  less  than  5%  of  the 
11.3  million  shares,  they're  betting 
SBP  will  be  a  takeover  target. — T.J. 


Take  tea  and  see 

World  tea  crops  were  plentiful  last 
year.  With  merchants'  store- 
rooms already  full,  demand  lagged 
supply.  Among  the  growers  hurt  was 
£194  million  (sales)  lames  Finlay,  the 
Glasgow-based  trading  house  that 
runs  tea  plantations  in  Kenya  and 
Bangladesh.  Pretax  profits  fell  from 
£37.9  million  to  £8.3  million. 

Nor  was  Finlay  helped  by  its  diver- 
sifications into  oil  and  gas  (U.S.  and 
U.K.)  and  oilfield  services  for  the 
North  Sea.  They  were  in  the  red.  Else- 
where, financial  services  had  to  re- 
serve for  bad  debts.  Last  year  the  com- 
pany earned  a  meager  5.5  pence  on 
each  of  its  92.4  million  shares. 

But  the  tea  market  may  be  perking 
up,  says  Robert  Morton  of  London's 
de  Zoete  &.  Bevan.  While  auction 
prices  basically  have  been  flat,  stores 
of  tea  are  thinning.  More  important, 
lower-quality  teas,  which  dominated 
earlier  auctions,  are  less  in  evidence. 
1  And  It's  getting  to  be  time  for  the  sale 
of  the  better  teas  from  India. 

Here's  the  kicker.  So  far  this  year 
northern  India,  which  supplies  the 
world's  best  tea,  has  suffered  from  dry 
I  weather.  More  dry  spells  would  surely 
drive  up  the  price  of  whatever  makes 
Its  way  to  auction  in  London.  This 
would  help  the  price  of  other  teas  as 
well.  Plantation  operator  Finlay  could 
benefit  handsomely. 

Analyst  Morton  suggests  keeping  a 
close  eye  on  Finlay  (recent  price  on 
the  London  Stock  Exchange  84  pence) 
from  Sept.  8  on.  That's  the  first  day 
northern  Indian  tea  is  booked  for  the 
weekly  auction  in  London.  If  the  sales 
arc  strong  over  the  next  few  months, 
he  says,  Finlay  shares  will  respond.  If 
not,  the  stock  is  active  enough  that  it 
can  be  easily  traded  (29.9%  is  owned 
by  Hong  Kong-based  John  Swire  & 
Sons  Ltd.).  The  downside  is  cushioned 
by  a  rich  7.1%  yield.— T.J. 
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Read  two  at  night, 

Wake  inspired  in  the 
morning 

The  original  volume  of  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life  was  a  bedside 
bool<,  a  traveling  companion,  an  ideal  birthday 
or  holiday  gift,  even  part  of  the  new  employee 
program  at  a  firm  of  business  consultants. 

Now  in  a  handsome  blue  cloth  siipcase,  the 
expanded  two-volume  edition  of  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
being  offered  to  Forbes  readers. 

The  result  of  patient  culling  month  by  month 
over  a  number  of  years,  each  volume  contains 
some  3,500  polished  gems  of  wisdom  from 
the  great  authors  of  Greece  and  Rome  down 
to  our  own  day. 

The  pages  are  generously  laid  out  on  good 
quality  paper,  a  pleasure  to  browse  through  and 
savor  at  random,  a  Thought  or  two  at  a  time. 
Alternatively,  a  special  index  allows  the  pursuit 
of  themes  such  as  thoughts  on  Courage,  Patriotism, 
Faith,  Romance  and  Taxes. 

The  binder  is  blue  cloth,  matching  the  siipcase,  with  the  lettering  on  the 
spine  imprinted  in  gold. 

The  price  for  the  two  volume  set,  $29. 95, a  nice  saving  on  the  per  volume 
price  of  $17.50.  To  order,  simply  fill  out  and  mail  the  coupon  below. 
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The  original  volume.  500  pages,  approximately 
3,500  Thoughts.  Same  binding  as  two-volume  set. 
Only  $17.50 


r" 


Forbes 


DEPT.  T.,  60  FIFTH  AVENUE,  NEW  YORK,  NY  1001 1 

I    I  Send  me  the  2-volume  boxed  set  of  The  Forbes  Scrapbook  of  Thoughts 
on  the  Business  of  Life.  My  check  for  the  special  price  of  $29.95  enclosed. 

I  I  Send  me  the  original  one-volume  collection.  My  check  for  $1 7.50  enclosed. 
Send  to 


(please  print) 


Address 


City 


State 


Zip 


All  prices  Include  postage  and  handling  charges.  Please  add  appropriate  sales  tax  on  New  York  State 
orders  and  other  states  where  applicable 

I  I 
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Index  of  companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 
Each  reference  is  to  the  first  page  of  the  story  in  which  the  company  name  appears. 
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Forbes  Wagon  Creek  Ranch. 
One  of  the  few  remaining 
places  in  the  civilized  world 
where  it  is  still  possible  to  live  as  the 
pioneers  did — freely  and  intensely. 
This  incredibly  beautiful  land 
combines  all  of  the  primeval 
wonders  of  an  untamed  environment 
so  cherished  by  the  true 
outdoorsman.  Here  on  the  fabulous 
Forbes  Trinchera  ranchlands  you 
can  experience  each  day  the  joy  and 
contentment  of  being  a  part  of  a 
natural  way  of  life. 

If  hunting  is  a  very  special  thing 
for  you,  particularly  hunting  for  elk, 
deer  or  bear,  there  is  probably  no 


better  place  to  call  home  than  your 
own  Forbes  Wagon  Creek  Ranch. 
It's  the  perfect  place  for  a  hunter's 
retreat  in  the  heart  of  thousands  of 
acres  of  magnificent  wilderness. 

The  abundance  of  animals  and 
other  game  that  regularly  graze 
through  Forbes  Wagon  Creek  and 
the  more  than  250  square  miles  of  this 
southern  Colorado  ranchland  has 
made  this  one  of  the  legendary  private 
hunting  areas  in  the  world. 

Our  minimum  40-acre  ranches 
start  at  $30,000.  Here  in  the  foothills  of 
the  majestic  Rockies  you  can  hunt, 
ski  cross  country,  ride  horseback  or 
just  enjoy  the  breathtaking  dawns, 


sunsets  and  changing  seasons  in  the 
shadow  of  Mount  Blanca,  one  of 
Colorado's  highest  peaks. 

This  exclusive  preserve  is  the 
ideal  place  to  acquire  a  substantial 
piece  of  land.  A  chance  to  fulfill  the 
American  dream  that  offers  an 
unspoiled  future  for  hunters,  as  well 
as  a  legacy  for  their  families  and 
those  who  will  follow. 

For  more  information  on  how  you 
can  own  your  own  part  of  Forbes 
Magazine's  breathtaking  hunters' 
heaven,  without  obligation, 
write  or  call  today  for  full  details 
and  color  brochure  on  this 
exceptional  offer. 


FORBES    WAGON     CREEK  RANCH 

Erroi  Ryland,  Manager      Box  303  BL  Fort  Garland,  Colorado  81 133  303/379-3263 


poiai'-  (r.s  Property  Report  required  by  Federal  law  and  read  11  before  signing  anything  No  Federal  agency  has  judged  the  merits  or  value,  if  any,  of  this  property  Equal  Credit  and  Housini 
Opp>-',j",!ty.  A  statement  and  ottering  statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  not  constitute  approval  of  the  sale  or  lease  or  offer  for  sale  a 
IpssK  vvihs  Secretary  ot  Staie  or  that  the  Secretary  of  State  has  in  anyway  passed  upon  the  merits  of  such  offering  A  copy  of  the  offering  statement  is  available  upon  request,  from  Sangreq 
C'lSio  KL.^ches,  Inc.  NYA86-56  AD20536 
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Flashbacks 


Edited  by  Dero  A.  Saunders 


The  more  things  change. . . ." 
Items  from  past  issues  of  Forbes 


ixty  years  ago  in  Forbes 

')i>i  the  /xs/a'  (j/  St'pli'tn/ier  15.  I'>J()) 

hm'x  swallow  the  many  predictions 
pohtical  overturn  in  November. 
^  mdications  are  that  the  present 
Immistration  will  lose  some  seats  in 
)th  Senate  and  House.  But  the  large 
easure  of  prosperity  now  being  en- 
yed  is  likely  to  militate  against  a 
emocratic  landslide.  .  .  .  The  Ameri- 
in  people,  as  a  whole,  still  look  upon 
resident  Coolidge's  Administration 
p  sane  and  safe." 


.  'ncohi  Electric  Co 's  Janie^  1-.  Lmco/n 
\\?ld  some  basic  patents  on  arc  welding 


!  Long-distance  telephoning  is  becom- 
jig  very  popular.  Two  transcontinen- 
iil  lines  have  been  in  operation  for 
iDme  time,  one  from  New  York  to  San 
Irancisco  via  Chicago,  with  branches 
ijorth  and  south,  and  a  southern  line 
iirough  Texas,  and  now  the  Bell  sys- 
n;m  IS  building  a  northern  line  from 
bhicago  via  Minneapolis  to  Spokane 

nd  Seattle,  partly  by  extending  and 
;onnecting  the  local  systems  along 

ic  route." 


Hfty  years  ago 

Ttjni  ihe  uisite  of  September  15,  1936) 
This  present  month  the  American 
"clcphone  &  Telegraph  Co.  has  pub- 
ibhed  drastic  reductions  in  charges 
)r  long-distance  phone  calls,  and 
'resident  Walter  S.  Gifford  says  that 
c  hopes  further  reductions  will  fol- 
)w.  The  railroads  of  the  country, 
ome  by  choice  and  some  not,  have 


finished  their  second  month  of  lower 
passenger  tariffs  with  substantial 
gains  in  passenger  revenue. 

"Against  this,  we  have  announce- 
ments of  widespread  price  rises  in 
rugs  and  other  floor  coverings,  ma- 
chine tools,  canned  foodstuffs  and 
various  other  products.  .  .  .  And  many 
businessmen  who  are  not  actually 
raising  their  prices  seem  to  be  looking 
for  the  first  opportunity  to  do  so." 

"When  the  lES  lamp  slices  its  second 
birthday  cake  the  first  of  October,  it 
also  launches  a  monthlong  sales  drive 
which  has  rarely  been  matched  for 
ambition.  In  two  years,  1.5  million  of 
the  scientifically  designed  lamps  car- 
rying the  Illuminating  Engineers  So- 
ciety's tag  of  approval  have  been  sold, 
plus  1.5  million  more  of  the  same 
design  without  the  tag.  For  October 
alone,  however,  the  Better  Light-Bet- 
ter Sight  Bureau  has  set  a  goal  of  an- 
other million." 


Twenty-five  years  ago 

li'roDi  the  issue  < if  Septenther  15.  1961 ) 

"In  the  first  half  of  1961,  net  profits  of 
the  30  top  oil  companies  went  up 
1 5 . 8  %  from  1 960  and  reached  the  $  L  5 
billion  mark.  Not  since  the  group  set 
its  alltime  profits  record  ($3.07  billion) 
in  1957  had  things  looked  so  bright. 
But  last  month  it  was  uncomfortably 
obvious  that  much  of  the  brightness 
had  faded.  As  August  drew  to  its  close, 
oil  was  in  trouble  virtually  every- 
where and  the  bugaboo  was  an  old  one: 
overproduction  and  weak  prices." 


Before  Ol'liC,  oil  was  a  business  of  glut 


"One  of  the  most  familiar  'might  have 
been'  stories  in  modem  U.S.  business 
involves  what  is  now  Sperry  Rand 
Corp.  and  its  Univac  computers.  A 
full  four  years  ahead  of  International 
Business  Machines  in  the  computer 
business,  Sperry  Rand  failed  to  capi- 
talize on  its  advantage.  .  .  .  This  year, 
on  the  tenth  anniversary  of  the  first 
commercial  computer  sale  in  the  U.S. 
(a  Univac  to  the  Census  Bureau),  Uni- 
vac's  co-inventor,  now  a  Sperry  Rand 
vice  president,  has  done  a  good  deal  of 
thinking  about  what  went  wrong.  .  .  . 

"  'First  of  all,'  said  [Dr.  J.  Presper] 
Eckert,  'IBM  jumped  into  the  lead  in 
1956  because  they  attacked  comput- 
ers on  a  crash  basis.  They  spent  more 
money  than  we  did,  hired  more  engi- 
neers and  beefed  up  their  sales  forces. 
They  just  went  at  it  harder  and  more 
seriously." 


Ten  years  ago 

(From  the  issue  of  September  15.  1976) 


Kciitsciii  I  t^ik'N  Kik/cI  !'•  '»  lUli'iLC  to 
fellow  grai)i  fanners:  Hold  your  ivbeat 


"When  farmer  Ogden  A.  Kadel  talks 
about  the  grain  bins  on  his  2,000-acre 
farm  in  Beloit,  Kans.  filled  with 
60,000  bushels  of  wheat,  there  is  not 
even  a  hint  of  concem  in  his  voice. 
'Generally  when  I  get  around  to  sell- 
ing, it's  year-old  wheat,'  says  Kadel. 
'See,  I've  got  to  hold  on  to  it  until  the 
first  of  the  year  for  income  tax  pur- 
poses. But  shoot,  I  know  farmers  with 
two-  or  three-year-old  wheat  on  hand. 
...  I  believe  the  farmer  can  hold  out 
for  a  good  long  while.'  " 
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I  The  best  substitute  for  experience 
i   iS  being  16. 

Raymond  Duncan 


As  I  grow  to  understand  life 
less  and  less,  I  learn  to  live  it 
more  and  more. 
Jules  Renard 


The  latter  part  of  a  wise  man's 
life  is  taken  up  in  curing 
the  follies,  prejudices, 
and  false  opinions  he  had 
contracted  in  the  former. 
Jonathan  Swift 


Some  people  seem  as  if  they  can 
never  have  been  children,  and 
others  seem  as  if  they  could  never 
be  anything  else. 
George  Prentice 


Grown  up,  and  that  is  a  terribly 
hard  thing  to  do.  It  is  much  easier 
to  skip  it  and  go  from  one 
childhood  to  another. 
F.  Scott  Fitzgerald 


Old  age  is  a  special  problem 
for  me  because  I've  never 
been  able  to  shed  the 
mental  image  I  have 
of  myself — a  lad  of  about  19. 
E.B.  White 


The  years  between  50  and  70 
are  the  hardest.  You  are 
always  being  asked  to  do  things, 
and  yet  you  arc  not  decrepit 
enough  to  turn  them  down. 
T.S.  Eliot 


He  who  lives  in  the  present 
lives  in  eternity. 
LuDwiG  Wittgenstein 


Father  time  is  not  always 
a  hard  parent,  and,  though 
he  tarries  for  none  of  his 
j   children,  often  lays  his 
j   hand  lightly  on  those  who 
j   hsve  used  him  well. 
I   Charles  Dickens 


Thoughts 

on  the  Business  of  Life 


All  that  I  know  I  learned  after 
I  was  30. 

Georges  Clemenceau 


There  is  an  eternal  law  of  compoisa- 
tum.  This  law  was  proclaimed  of  old 
in  these  words-.  "As  ye  sow,  so  shall  ye 
reap  "  The  wise  »ian  will  choose  to  do 
his  exertio)i  while  he  is  youn^,  while 
hardship  and  fatigue  and  self-denial 
sit  lightly  on  his  forehead  and  daunt 
not  his  spirit  F.ren'  human  being  must 
put  somethii  ig  //  ilo  the  u  or  Id  before  he 
can  hope  to  get  all  he  reasonably 
needs  out  of  the  world — even  million- 
aires' offspring  are  less  exempt  from 
this  decree  than  we  someti?nes  are 
tempted  to  imagine  If  yon  begin  by 
denying  yourself  nothing  the  world 
later  is  apt  to  do  your  denying  foryou. 
B.C.  Forbes 


Old  age  is  the  most  unexpected  of 
all  the  things  that  happen  to  a  man. 
Leon  Trotsky 


It  was  only  in  my  40s  that 
I  started  feeling  young. 
Henry  Miller 


That's  the  trouble  with  us.  We 
number  everything.  Take  women, 
for  example.  I  think  they  deserve 
to  have  more  than  12  years 
between  the  ages  of  28  and  40. 
James  Thurber 


No  single  event  can  awaken 
within  us  a  stranger  totally 
unknown  to  us.  To  live  is  to  be 
slowly  born. 

Antoine  de  Saint-Exupery 


More  than  6,000  "Thoughts."  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $29.95  ($17.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3.000 
"Thoughts."  Price:  $17.50.  Send  check  and 
order  to:  Forbes  Inc.,  60 Fifth  Ave..  New  York. 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


It  is  one  of  the  capital  tragedies  of 
youth — and  youth  is  the  time  of 
tragedy — that  the  young  are 
thrown  mainly  with  adults  they  do 
not  quite  respect. 
H.L.  Mencken 


The  denunciation  of  the  young 
is  a  necessary  part  of  the  mental 
hygiene  of  elderly  people,  and 
greatly  assists  the  circulation 
of  their  blood. 
Logan  Pearsall  Smith 


In  the  midst  of  winter,  I 
finally  learned  that  there  was 
in  me  an  invincible  summer. 
Albert  Camus 


A  Text . . . 

I  have  been  young,  and  now! 
am  old;  Yet  have  I  not  seen 
the  righteous  forsaken,  Nor 
his  seed  begging  bread. 
PSA1..M  37:25 


Sent  }n  by  Floyd  Leslie  Brown,  Downers! 
Grove,  111.  What's  your  favorite  text;  The' 
Forbes  Scrapbook  of  Thoughts  on  the  Busi  ' 
ness  of  Life  is  presented  to  senders  ofl 
texts  used. 


After  a  man  is  50  you  can 
fool  him  by  saying  he  is  smart, 
but  you  can't  fool  him  by  saying 
he  is  pretty. 
E.W.  Howe 


Youth  is  the  best  time  to  be  rich, 
and  the  best  time  to  be  poor. 
Euripides 


When  I  was  a  young  man  I  vowed 
never  to  marry  until  I  found  the 
ideal  woman.  Well,  I  found  her — 
but,  alas,  she  was  waiting  for  the 
ideal  man. 
Robert  Schuman 
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